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Presidential Documents 


Title 3—The President 

PROCLAMATION 4098 

Termination of Additional Duty 
for Balance of Payments Purposes 

t 

By the President of the United States of America 

A Proclamation 

WHEREAS, in order to impose a surcharge required by the balance 
of payments position of the United States, Proclamation 4074, dated 
August 15, 1971, terminated in part for such period as necessary prior 
Presidential Proclamations insofar as such proclamatioas were incon¬ 
sistent with, or proclaimed duties different from, those made effective 
pursuant to the terms of Proclamation 4074; 

WHEREAS, a multilateral agreement has been reached among the 
Group of Ten major industrial nations which permits removal of the 
surcharge; 

WHEREAS, under section 350(a)(6) of the Tariff Act of 1930, as 
amended (hereinafter referred to as “the Tariff Act”), and section 
255(b) of the Trade Expansion Act of 1962 (hereinafter referred to as 
“the TEA”), and other authority, the President may, at any time, ter¬ 
minate, in whole or in part, for such period as may be necessary, any 
proclamation, issued pursuant to section 350 of the Tariff Act or Title II 
of the TEA; 

WHEREAS, under section 350(a)(1)(B) of the Tariff Act and 
section 201(a)(2) of the TEA, the President may proclaim modifica¬ 
tions of any existing duty as he determines to be required or appropriate 
to carry out trade agreements entered into under the authority of those 
Acts; and 

WHEREAS, I hereby determine that modification of existing duties 
to restore the rates of duty applicable on August 15, 1971, terminated 
in part for such period as necessary by Proclamation 4074, is required or 
appropriate to carry out such trade agreements; > 

NOW, THEREFORE, I, RICHARD NIXON, President of the 
United States of America, acting under the authority vested in me by 
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THE PRESIDENT 


the Constitution and the .statutes, including, but not limited to, the Tariff 
Act, and the TEA, respectively, do proclaim as follows: 

A. I hereby terminate paragraphs B and C of Proclamation 4074. 

B. I hereby proclaim such modification of duties as is necessary to 
restore the rates of duty in effect on August 15, 1971. 

C. To implement this Proclamation, the subpart inserted after subpart 
B of part 2 of the Appendix to the Tariff Schedules of the United States, 
entitled “SUBPART C—TEMPORARY MODIFICATIONS FOR 
BALANCE OF PAYMENTS PURPOSES” is deleted therefrom. 

D. This Proclamation shall be effective with respect to merchandise 
entered, or withdrawn from warehouse, for consumption on or after 
December 20,1971. 

IN WITNESS WHEREOF, I have hereunto set my hand this 
twentieth day of Deccmlxx in the year of our Lord nineteen hundred and 
seventy-one, and of the Independence of the United States of America 
the one hundred and ninety-sixth. 



[FR Doc.71-18820 Filed 12-21-71;9:59 am] 
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PROCLAMATION 4099 

Modifying Proclamation No. 3279, 
Relating to Imports of Petroleum 
and Petroleum Products 

By the President of the United States of America 

A Proclamation 

The Director of the Office of Emergency Preparedness with the advice 
of the Oil Policy Committee, has found that the national security will 
not be adversely affected by changes in the oil import control program 
which would increase licensed imports into Districts I-IV, including the 
Canadian Component of those imports, by approximately 100,000 liarrels 
per day during 1972 over the 1971 level of imports. 

The Director, with the advice of the Oil Policy Committee, has recom¬ 
mended that Proclamation No. 3279, 1 as amended, be further amended 
to adjust imports in conformity with that finding. He has, with the advice 
of the Oil Policy Committee, also recommended that the quantity of 
crude oil, unfinished oils, and finished products that may be imported 
into Districts I-IV continue to be determined on the basis of 12.2% of 
the quantity of crude oil and natural gas liquids which the Secretary of 
the Interior estimates will l>c produced in those districts, adjusted to 
reflect other national security determinatioas. 

I agree with the above finding and recommendation of the Director 
and deem it necessary and consistent with the security objectives of 
Proclamation No. 3279, as amended, to adjust the imports of petroleum 
and petroleum products, and to improve the administration of the 
program,.as hereinafter provided. 

NOW, THEREFORE, I, RICHARD NIXON, President of the 
United States of America, acting under and by virtue of the authority 
vested in me by the Constitution and laws of the United States, including 
section 232 of the Trade Expansion Act of 1962, do hereby proclaim 
that, effective as of this date. Proclamation No. 3279, as amended, is 
further amended as follows: 

1. Paragraph (a) of Section 1A is amended as follows: 

(a) In subparagraph (1) substitute “through December 31, 1972” 
for “during the period March 1, 1970 through Dcccmlier 31, 1971.” 

(b) Subparagraph (2) is deleted. 

(c) Subparagraph (3) is renumbered as subparagraph (2) and re¬ 
vised to read as follows: 

“During the period January 1, 1972 through December 31, 1972, 
Canadian imports under allocations made pursuant to this subparagraph 


‘24 F.R. 178!; 3 CFR, 1959-1963 comp., p. II. 


No. 240—Pt. I 
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THE PRESIDENT 


(2) into Districts I-IV shall not exceed an average of 540,000 barrels 
per day. Entries for consumption of crude oil or unfinished oils traas- 
ported by pipeline may be made until midnight January 15, 1973 under 


any liccase authorizing such imports from Canada for that period and 


until midnight January 15, 1972 under any license authorizing such 
imports from Canada for the preceding allocation period. The Secretary 
shall by regulation provide for allocations of such imports. The regula¬ 
tions shall provide that licenses Issued under such allocations shall permit 
the entry, or withdrawal from warehouses, for consumption of Canadian 
imports only.” 

(d) Subparagraph (4) is rcnumlicred as subparagraph (3). 

2. In subparagraph (l) of paragraph (a) of Section 2 sulislitute 
“965,000” for “960,000.” 

IN WITNESS WHEREOF, I have hereunto set my hand this 
twentieth day of Decemlicr, in the year of our Lord nineteen hundred 
seventy-one, and of the Independence of the United States of America 
the one hundred ninety-sixth. 



[FR Doe.7l-18840 Filed 12-21-71; 12:06 pm] 
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Rules and Regulations 


Title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I—Civil Service Commission 
PART 213— EXCEPTED SERVICE 
Action 

Section 213.3259 is amended to show 
that In the Office of Domestic and Anti- 
Poverty Operations not to exceed 10 posi¬ 
tions of Regional Director. OS-15. are 
excepted under schedule B until Decem¬ 
ber 31. 1973. Employment under this 
authority may not exceed 2 years. 

Effective on publication in the Federal 
Register (12-22-71). subparagraph <2> 
i& added to paragraph (a) of fi 213.3259 
ms set out below. 

§213.3259 Anion. 

(a) Office of Domestic and Anti-Pov¬ 
erty Operations. • • • 

(2) Until December 31. 1973. not to 
exceed 10 positions of Regional Director, 
GS-15, Employment under this authority 
may not exceed 2 years. 

• • • • • 

(5 US.C 3301. 3302. K.O. 10677; 3 CFR 
1*54 58 Comp., p. 218) 

Ukited States Civil Serv¬ 
ice Commission, 

(seal) James C. Spry. 

Executive Assistant 
to the Commissioners. 

|PR Doc.71-18««5 Piled 12-2i-71;8:46 am] 


part 213—EXCEPTED SERVICE 
Office of Economic Opportunity 

Section 213.3373 Is amended to show 
that one position of confidential secre¬ 
tary to the Assistant Director for Opera¬ 
tions is excepted under schedule C. 

Effective on publication In the Fed¬ 
eral Register (12-22-71). subparagraph 
(4) is added to paragraph <c> of 
1213.3373 as set out below. 

§213.3373 Office of Economic Opi>or. 

Uinily. 

• • • • • 

<c> Office of the Assistant Director 
for Operations. • • • 

(4) One confidential secretary to the 
Assistant Director. 

• • • • • 

(5 U.8.C section* 0301. 3302, B O. 10677; 3 
CPR 1054-58 Oomp . p. 218) 

United States Civil Serv¬ 
ice Commission, 

IsealI James C. 8pry. 

Executive Assistant 
to the Commissioners . 

1*R Doc.71-18868 Filed 12-21-71:8:48 am ] 


PART 213— EXCEPTED SERVICE 
Temporary Boards and Commissions 

Section 213.3399 is amended to show 
that one position of confidential secre¬ 
tary to the Chairman, Price Commission. 
Cost-of-Llving Council, is excepted un¬ 
der schedule C. 

Effective on publication in the Fed¬ 
eral Register (12-22-71), subparagraph 
(3) is added to paragraph (a) of 
4 213.3399 as set out below. 

g 213.3399 Temporary board* and com- 
missions. 

(a) Cost-of-Living Council and Re¬ 
lated Organizations. • • • 

(3) One confidential secretary to the 
Chairman. Price Commission. 

(5 U.8.C. 3301. 3302. EO. 10677; 3 CFR 
1064-68 Comp., p. 218) 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant 
to the Commissioners. 

|Fit Doc.71 18887 Filed 12*2i-71;8:48 am] 


PART 213—EXCEPTED SERVICE 
Entire Executive Civil Service 

Section 213.31024aa) of Schedule A 
is amended to show that the grade cover¬ 
age of the authority has been extended 
to Include positions in grade GS-11. 

Effective on publication in the Fed¬ 
eral Register (12-22-71), paragraph 
(aa) of fi 213.3102 is amended as set out 
below. 

g 213.3102 Entire executive civil serv¬ 
ice. 

• • • • • 

(aa> Scientific and professional re¬ 
search associate positions at GS-11 and 
above when filled on a temporary basis 
by persons having a doctoral degree in an 
appropriate field of study for research 
activities of mutual Interest to appoint¬ 
ees and their agencies. Appointments are 
limited to persons referred by the Na¬ 
tional Research Council under Its post¬ 
doctoral research associate program and 
may be made initially for 1 year only. 
An agency may extend an appointment 
made under this authority for up to 1 ad¬ 
ditional year when the program commit¬ 
tee at the laboratory concerned deter¬ 
mines that extension will benefit both 
the associate and the laboratory. 


(8 O.8.C. secs 3301. 3302. E.O 10677; 3 CFR 
1064-68 Clomp., p. 218) 

United 8tates Civil Serv¬ 
ice Commission. 

[seal] James C. Spry. 

Executive Assistant to 
the Commissioners. 

|FR Doc 71 -18886 Filed 12-21-71; 8:48 am) 


Title 7—AGRICULTURE 

Chapter I—Consumer and Marketing 
Service (Standards, Inspections, 
Marketing Practices), Department of 
Agriculture 

PART 58—GRADING AND INSPEC¬ 
TION GENERAL SPECIFICATIONS 
FOR APPROVED DAIRY PLANTS 
AND STANDARDS FOR GRADES OF 
DAIRY PRODUCTS 

Subpart H—U.S. Standards for Grades 
of Bulk American Cheese for Man¬ 
ufacturing 

A notice of proposed rule making 
covering the issuance of UJ3. Standards 
for Grades of Bulk American Cheese for 
Manufacturing was published in the 
Federal Re c is ter of October 27. 1971 (36 
F.R. 20608). It afforded interested per¬ 
sons the opportunity to submit within 
30 days to the Hearing Clerk written 
data, views, or arguments in connection 
with the proposal. 

Statement of consideration. In 1968 
the National Cheese Institute, Inc. asked 
the Department to develop a separate 
U-S. grade standard for bulk cheese for 
manufacturing. The standards being 
promulgated will recognize the quality 
characteristics and end use of bulk 
cheese for manufacturing and will be 
applicable to cheese packed in barrels 
and other bulk forms. 

In response to the notice of proposed 
rule making, the Hearing Clerk received 
one comment. The comment came from 
the National Cheese Institute, Inc. which 
represents over 50 percent of the cheese 
manufacturers and between 80 to 90 per¬ 
cent of the cheese distributors. The In¬ 
stitute comment was favorable and rec¬ 
ommended that the standards become 
effective immediately upon publication 
in the Federal Register. After considera¬ 
tion of the comment submitted, a few* 
minor editorial changes were made. 

It is hereby found that good cause 
exists for not postponing the effective 
date of this section until 30 days after 
Its publication in the Federal Register 
(5 UB.C. 553) in that <1) immediate 
assistance will be provided for the com¬ 
mercial trading of bulk American cheese 
for manufacturing on the basis of U.S. 
grade, (2) the Government purchase 
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programs will be assisted by having a 
specific US. grade standard for this 
product* (3) the standard has been given 
extensive field trials to prove its effec¬ 
tiveness and to provide industry famil¬ 
iarity with the provisions of the stand¬ 
ard. and (4) compliance with this 
standard will not require any special 
preparation on the part of Industry sub¬ 
ject thereto which cannot be completed 
by such effective date. 

U.S. Standards for Grades of Bulk 
American Cheese for Manufacturing are 
hereby promulgated pursuant to the au¬ 
thority contained in the Agricultural 
Marketing Act of 1946 (sec. 202-208, 60 
8tat. 1087, as amended; 7 U8.C. 1621- 
1627 >. The standards are applicable only 
to cheese made for use in the manufac¬ 
ture of pasteurized process cheese prod¬ 
ucts or as an ingredient in other food 
products. 

The standards are as follows: 

Svbporl H—U.S. Stcmdordi for Grodot of Bulk 
American Chooto for Manufacturing 1 

DmwmoKi 

See, 

68 2465 Bulk American cheese for manufac¬ 
turing. 

58.2456 Variety and type of cheese included. 
58 2467 Type of packaging. 

08. Grades 

68 2458 Nomenclature of UJB. grades. 

68.2459 Basts for determination of U8. 
grades. 

Explanation or Teases 
68 2460 Explanation of terms. 

Authority: The provisions of this subpart 
H issued under secs. 202-206. 60 8tat. 1067, 
as amended: 7 UJ3.C. 1621-1627. 

Dsn NITJONB 

g 58.2153 Bulk American cheese for 
manu Torturing. 

“Bulk American cheese for manufac¬ 
turing'* is cheese made for use in the 
manufacture of pasteurized process 
cheese products or as an ingredient in 
other food products. The composition re¬ 
quirements of the curd shall be that of 
the particular variety and type of cheese 
made. Bulk American cheese used in 
pasteurized process cheese or other food 
products shall have such defects as mold, 
soft spots, or salt spots removed before 
use. 

g 58.2156 Variety and type of cliceoe 
ind acted. 

The varieties and types of cheese in¬ 
cluded in these standards are as follows: 

(a) Cheddar cheese and Cheddar 
cheese for manufacturing shall conform 
to the provisions of the Definitions and 
Standards of Identity for Food and Food 
Products of the F ood and Drug Adminis¬ 
tration <21 CFR 19.600 and 19.502, re¬ 
spectively). 

ib> Washed curd cheese (soaked curd 
cheese), and washed curd cheese for 


* Compliance with these standard* does not 
oxcuao failure to comply with the provision* 
of the Federal Food, Drug, and Cosmetic Act. 
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manufacturing shall conform to the pro¬ 
visions of the Definitions and Standards 
of Identity lor Food and Food Products 
of the Food and Drug Administration 
(21 CFR 19.505 and 19.507, respectively). 

(c) Granular cheese (stirred curd 
cheese), and granular cheese for manu¬ 
facturing shall conform to the provisions 
of the Definitions and Standards of 
Identity for Food and Food Products of 
the Food and Drug Administration (21 
CFR 19.535 and 19.537. respectively). 

(d) Colby cheese and colby cheese for 
manufacturing shall conform to the pro¬ 
visions of the Definitions and Standards 
of Identity for Food and Food Products 
of the Food and Drug Administration (21 
CFR 19.510 and 19.512, respectively). 

§58.2457 Type* of packaging. 

The following are the types of pack¬ 
aging for bulk American cheese for 
manufacturing: 

(a) The cheese shall have a clean 
primary container in good condition, 
which will entirely cover the cheese and 
be properly closed or sealed so as to pro¬ 
tect it from damage, contamination, or 
dedication. 

(b) The cheese and the primary con¬ 
tainer may or may not be placed in a 
secondary container. 

(c) If requested, the primary and/or 
secondary container may be Inspected in 
accordance with the U8. Standards for 
Condition of Food Containers (7 CFR 
42). 

UjS. Grades 

§ 58.2458 Nomenclature of U.S. grade*. 

The nomenclature of UJS. grades is 
as follows: 

(a) U.S. Extra Grade. 

(b) UJS. Standard Grade. 

(c) U8. Commercial Orade. 

g 58.2459 Rad* for determination of 
U.S. grade*. 

(a) The U.8. grades of bulk American 
cheese for manufacturing shall be de¬ 
termined on the basis of rating the 
following quality factors: 

(1) Flavor. 

(2) Body and texture. 

<b> The rating of each quality factor 
shall be established on the basis of 
the attributes present in each produc¬ 
tion lot in which the cheese may be 
formed. At least one production unit 
shall be selected at random from each 
production lot. No single piece of cheese, 
wliatcver its shape, shall weigh less than 
100 pounds. If the cheese in a production 
unit is derived from more than one pro¬ 
duction lot. the grade shall be deter¬ 
mined on the basis of the lowest grade 
for either lot. The cheese shall be 
graded no sooner than 10 days of age. 
The cheese shall be properly identified as 
to place of manufacture, variety and 
type, and marked to Include date of man¬ 
ufacture. vat or production lot. The pro¬ 
duction unit(s) representative of the pro¬ 
duction lot of cheese shall be sampled 
and graded by taking a satisfactory plug 
with a standard bulk cheese trier from 


any surface of the cheese. The plug shall 
be taken at a slight angle to the sur¬ 
face of the cheese. The final U.8. grade 
shall be established on the basis of the 
lowest rating of any one of the quality 
factors. 

(1) US. Extra Grade. U.S. Extra 
Grade bulk American cheese for manu¬ 
facturing conforms to the following: 

(1) Flavor. Is pleasing and free from 
undesirable flavors and odors, may pos¬ 
sess to a very slight degree, a bitter 
flavor; and to a slight degree, feed, and 
acid flavor. See table I. 

(ii) Body and texture . A sample drawn 
from the cheese shall be firm and suffi¬ 
ciently compact to draw a satisfacton* 
plug, however may appear loosely knit 
and open and may have two sweet holes, 
but shall be free of oilier gas holes. 
Therefore. It may possess the following: 
To a slight degree, sweet holes, coarse, 
short, mealy, weak: to a definite degree, 
curdy, and open. See table H. 

(2) US. Standard Grade. US. Stand¬ 
ard Grade bulk American cheese for 
manufacturing conforms to the follow¬ 
ing: 

(i) Flavor. May possess certain un¬ 
desirable flavors to a limited degree; to a 
very slight degree, onion; to a slight de¬ 
gree, bitter, yeasty, malty, odd milk, 
weedy, bamy, lipase, fruity, utensil, sul¬ 
fide and whey taint; to a definite degree, 
feed and acid. See table L 

<U) Body and texture. A plug drawn 
from the cheese may be loosely knit with 
large and connecting mechanical open¬ 
ings. In addition to threo to four sweet 
holes, it may have scattered yeast holes 
and other scattered gas holes, however, 
pinny gas holes are permitted only to a 
very slight degree. May possess the fol¬ 
lowing: To a slight degree, gassy, slitty. 
and corky: to a definite degree, sweet 
holes, coarse, short, mealy, weak, pasty, 
and crumbly; to a pronounced degree, 
curdy and open. Sec table II. 

(3) US. Commercial Grade. UJ8. Com¬ 
mercial Grade bulk American cheese 
for manufacturing conforms to the 
following: 

(i) Flavor. May possess certain un¬ 
desirable flavors to a limited degree; to a 
very slight degree, metallic and sour; to 
a slight degree, onion; to a definite de¬ 
gree, bitter, fruity, utensil, whey taint, 
yeasty, malty, old milk, weedy, bamy. 
lipase, and sulfide; to a pronounced de¬ 
gree. feed and add. See table L 

(il) Body and texture. A plug drawn 
from the cheese may be loosely knit with 
large and connecting mechanical open¬ 
ings. In addition to having numerous 
sweet holes, yeast holes and other gas 
holes, it may have pinny gas holes to a 
slight degree. May possess the following 
defects: To a definite degree: gassy and 
slitty; to a pronounced degree, curdy, 
coarse, open, sweet holes, short, mealy, 
weak, pasty, crumbly, and corky. See 
table n. 
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I) - Definite. P—Pronounced. 
f|>V«x Blight* 

$ 'tit.2 160 Explanation of lrrm». 

(a) General.—(1) Variety. A particu¬ 
lar cheese such as Cheddar cheese, washed 
curd cheese, colby cheese, and granular 

cheese 

(2) Type. A distinction between one or 
more classes of cheese in the some 
variety, such as Cheddar and Cheddar for 
man uf acturing. 

(3) Quality factor. A separate criteria 
established for each of the following: 
Flavor, body, and texture. 

(4) Attribute . An Inherent character¬ 
istic of the product being graded. 

(5) Production lot ivat ). The cheese 
manufactured from a single source 
within a plant during the interval be¬ 
tween start and finish. However the time 
interval varies, and each production unit 
must be identified as to date and order 
of manufacture. 

<6) Production unit <barrel or block). 
A single discrete portion of a batch or 
continuous production output, except in 
instances where portions of two produc¬ 
tion lots may be contained in a single 
unit of either lot. 

(7) Primary container . The immediate 
container in which the product is pack¬ 
aged and which serves to protect, pre¬ 
serve, and maintain the quality of the 

product. 

<8) Secondary container . The con¬ 
tainer In which the product and the pri¬ 
mary container Is placed to protect and 
preserve them during transit or storage. 


(9> Bulk cheese trier. A trier made of 
stainless steel capable of delivering a 
satisfactory plug approximately 10 
Inches long and seven -eighths inch in 
diameter at the top and five-eighths inch 
in diameter at the tip. 

<b> With respect to flavor— (1) Very 
slight. Detected only upon very critical 
examination. 

(2) Slight. Detected only upon critical 
examination. 

(3) Definite . Not intense but detect¬ 
able. 

(4) Pronounced. So intense as to be 
easily identified. 

<&) Feed. Feed flavors (such as alfalfa, 
sweet clover, silage, or similar feed) in 
milk carried through into the cheese. 

<6> Acid. Sharp and puckcry to the 
taste, characteristic of lactic acid. 

<7> Bitter. Distasteful, similar to taste 
of quinine. Most frequently found in aged 
cheese. 

(8) Fruity. A fermented fruit-like 
flavor resembling apples: generally in¬ 
creasing in intensity as the cheese ages. 

<9> Utensil. A flavor that is suggestive 
of improper or inadequate washing and 
sterilization of milking machines, uten¬ 
sils, or factory equipment. 

(10) Metallic . A flavor having quali¬ 
ties suggestive of metal. Imparting a 
puckery sensation, 

(11) Sour . An acidy pungent flavor re¬ 
sembling vinegar. 

(12) Whey-taint. A slightly acid flavor 
and odor characteristic of fermented 
whey caused by too slow expulsion of 
whey from the curd. 

(13) Yeasty. A flavor indicating yeasty 
fermentation. 

(14) Afaffy. A distinctive, harsh flavor 
suggestive of malt. 

(15) Old milk. Lacks freshness. 

< 10) Weedy. A flavor due to the use of 
milk which possesses a common weedy 
flavor. Present in cheese when cow’s have 
eaten weedy hay or grazed on common 
weed-infested pasture. 

(17) Onion. This flavor is recognized 
by the peculiar taste and aroma sugges¬ 
tive of its name. Present in milk or cheese 
when cows have eaten onions, garlic, or 
leeks. 

(18) Bamy. A flavor characteristic of 
the odor of a cow stable. 

(19) Lipase. A flavor suggestive of 
rancidity or butyric acid, sometimes as¬ 
sociated with a bitterness. 

<20> Sulfide. A flavor of hydrogen sul¬ 
fide similar to the flavor of water with a 
high sulfur content. 

(c) With respect to body and texture— 
(1) Slight. An attribute which is barely 
identifiable and present only to a small 
degree. 

(2) Definite . An attribute which Is 
readily identifiable and present to a sub¬ 
stantial degree. 

(3) Pronounced. An attribute which is 
markedly identifiable and present to a 
large degree. 

(4) Smooth. Feels silky; not dry and 
coarse or rough. 

(5) Firm. Feels solid, not soft or weak. 

(6) Waxy. When worked between the 
fingers, molds well like wax. 


<7) Curdy. Smooth but firm: when 
worked between the fingers is rubbery 
and not waxy or broken dovra. 

(8) Coarse. Feels rough, dry. and 
sandy. 

(9) Open. Mechanical openings that 
are irregular in shape and are caused by 
workmanship and not gas fermentation. 

(10) Sweet holes . Spherical gas holes, 
glossy in appearance; usually about the 
size of BB shots; also referred to as shot 
or swlss holes. 

(11) Short . No elasticity to the plug 
and when rubbed between the thumb 
and fingers, it tends toward mealiness. 

(12) Mealy. Short body, does not mold 
well and looks and feels like com meal 
when rubbed between the thumb and 
fingers, 

(13) Weak. Requires little pressure to 
crush, is soft but is not necessarily sticky 
like a pasty cheese. 

(14) Pasty. Usually weak body and 
when the cheese is rubbed between the 
thumb and fingers it becomes sticky and 
smeary. 

(15) Crumbly. Tends to fall apart 
whep rubbed between the thumb and 
fingers. 

(18) Gassy. Gas holes of various sizes 
and may be scattered. 

(17) SUtty. Narrow elongated slits gen¬ 
erally associated with a cheese that is 
gassy or yeasty. Sometimes referred to 
as "Fish-eyes." 

(18) Corky. Hard, tough, over-firm 
cheese which does not readily break 
down when rubbed between the thumb 
and fingers. 

(19) Pinny. Numerous very small gas 
holes. 

Done at Washington. D.C. this 17th 
day of December 1971, to become effec¬ 
tive on the date of its publication in the 
Federal Register (12-22-71). 

G. R. Grange. 

Deputy Administrator . 

Marketing Services. 

IFR Doc.71-18893 Filed 12-21-71:8:48 Am) 


Chapter VII—Agricultural Stabiliza¬ 
tion and Conservation Service 
(Agricultural Adjustment), Depart- 
partment of Agriculture 

SUBCHAPTER B—FARM MARKETING QUOTAS 
ANO ACREAGE ALLOTMENTS 

PART 724— FIRE-CURED, DARK AIR- 
CURED, VIRGINIA SUN-CURED, 
CIGAR-BINDER (TYPES 51 AND 52). 
AND CIGAR-FILLER AND BINDER 
(TYPES 42, 43, 44, 53, 54, AND 55) 
TOBACCO 

Determinations and Announcements 
for 1972-73 Marketing Year 

Sections 724.12 through 724.15 are is¬ 
sued pursuant to and in accordance with 
the Agricultural Adjustment Act of 1938, 
as amended, hereinafter referred to as 
the "Act" to determine the reserve sup¬ 
ply level and the total supply of each 
kind of tobacco for the marketing year 
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beginning October 1. 1971; to announce 
for the 1972—73 marketing year the 
amounts of the national marketing 
quotas, national acreage allotments, na¬ 
tional acreage factors for apportioning 
the national acreage allotments (less re¬ 
serves) to old farms, and the amounts 
of the national reserves and parts thereof 
available for (a) new farms and (b) 
making corrections and adjusting In¬ 
equities in old farm allotments for Fire- 
cured (type 21). Firc-curcd (types 22- 
24), Dark air-cured, and Virginia sun- 
cured tobacco. The material previously 
appearing In these sections under center- 

head DETERMINATIONS AND ANNOUNCE¬ 
MENTS—1971-72 MARKETING YEAR remain 

in full force and effect as to the crop 
to which it was applicable. 

The determinations contained in 
$$ 724.12 through 724.15 have been made 
on the basis of the latest available statis¬ 
tics of the Federal Government, and after 
due consideration of data, views, and 
recommendations received from Fire- 
cured (type 21). Fire-cured (types 22- 
24). Dark air-cured, and Virginia sun- 
cured tobacco producers and others as 
provided in a notice <36 F.R. 21208) 
given in accordance with the provisions 
of 5 U.S.C. 553. 

It is determined that acreage-pound¬ 
age quotas will not be announced for the 
1972-73 marketing year for Fire-cured 
(type 21 >. Fire-cured (types 22-2 i >, Dark 
air-cured (types 35 and 36>. or Virginia 
sun-cured (type 37> tobacco. 

Since tobacco farmers are now making 
their plans for producing tobacco in 1972 
and need to know, at the earliest possible 
date, the applicable 1972 tobacco allot¬ 
ments for their farms, it is hereby found 
that compliance with the 30-day effective 
date provisions of 5 U.S.C. 553 is imprac¬ 
ticable and contrary to the public Inter¬ 
est. Therefore, the determinations and 
announcements contained herein shall 
become effective upon the date of filing 
with the Director. Office of the Federal 
Register. 

Section 312(b) of the Act provides. In 
part, that the amount of the national 
marketing quota is the total quantity of 
such kind of tobacco which may be mar¬ 
keted which will make available during 
such marketing year a supply of such 
tobacco equal to the reserve supply level. 
The amount of the national marketing 
quota so announced may. not later than 
the following March 1. be increased by 
not more than 20 per centum if the Sec¬ 
retary determines that such increase is 
necessary in order to meet market de¬ 
mands or to avoid undue restrictions of 
marketings In adjusting the total supply 
to the reserve supply level. 

The reserve supply level is defined in 
the Act as 105 percent of the normal 
supply. The normal supply is defined in 
the Act as a normal year’s domestic con¬ 
sumption and exports, plus 175 percent 
of a normal year's domestic consumption 
and 65 percent of a normal year’s ex¬ 
ports. A normal year’s domestic con¬ 
sumption is defined in the Act as the 
yearly average quantity produced in the 
United States and consumed in the 
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United States during the 10 marketing 
years immediately preceding the market¬ 
ing year in which such consumption Is 
determined, adjusted for current trends 
in such consumption. A normal year’s 
exports is defined in the Act as the 
yearly average quantity produced In the 
United States which was exported from 
the United States during the 10 market¬ 
ing years Immediately preceding the 
marketing year in which such exports 
are determined, adjusted for current 
trends in such exports. 

Firc-curcd (type 21) tobacco . The 
yearly average quantity of Fire-cured 
(type 21) tobacco produced in the United 
States which is estimated to have been 
consumed in the United States during 
the 10 marketing years preceding the 
1971-72 marketing year was about 
3,240.000 pounds. The average annual 
quantity of Fire-cured (type 21) to¬ 
bacco produced in the United States and 
exported from the United States during 
the 10 marketing years preceding the 
1971-72 marketing year was 5.699,000 
pounds (farm sales weight basis t. Taking 
into account the irregular pattern of 
both domestic use and exports, and the 
market demand for the various grades, 
3.845.000 pounds have been used as a 
normal year's domestic consumption 
and 5,893,000 pounds have been used as 
a normal year’s exports. Application of 
the formula prescribed by the Act re¬ 
sults In a reserve supply level of 
21.312.000 pounds. 

Manufacturers and dealers reported 
stocks of Fire-cured (type 21) tobacco 
held on October 1. 1971. as 8.959.000 
pounds. The 1971 Fire-cured (type 21) 
tobacco crop is estimated to be 6,500.000 
pounds. Therefore, the total supply of 
Fire-cured (type 2D tobacco for the 

1971- 72 marketing year is 15.459.000 
pounds. During the 1971-72 marketing 
year, it is estimated that disappearance 
will total about 7 million pounds. By de¬ 
ducting this disappearance from the total 
supply, a carryover of 8.459.000 pounds 
on October 1. 1972, the beginning of the 

1972- 73 marketing year, is obtained. 

The difference between the reserve 

supply level and the estimated carryover 
on October 1.1972, results in a computed 
national marketing quota for the 1972-73 
marketing year of 12,853.000 pounds. Use 
of the authority of the Secretary In sec¬ 
tion 312(b) of the Act to increase the 
computed quota by 20 percent to 15,424,- 
000 pounds, is deemed to be justified in 
order to avoid undue restrictions to mar¬ 
ketings This results in a national mar¬ 
keting quota of 15.424,000 pounds. 

In accordance with section 313(g) of 
the Act, the 1972 national marketing 
quota of 15.424,000 pounds, divided by 
the 1966-70. 5-year national average 
yield of 1,264 pounds per acre, results 
in a 1972 national acreage allotment of 
12,202.53 acres. 

Pursuant to the provisions of section 
313(g), a national acreage factor of 1.0 
is determined by dividing the national 
acreage allotment, less a national reserve 
of 121.95 acres, by the total of the 1972 
preliminary farm acreage allotments. 


The preliminary farm acreage allotments 
reflect the factors specilicd in section 
313(g) for apportioning the national 
acreage allotment, less reserve, to old 
farms. 

Firc-curcd (types 22-24) tobacco. The 
yearly average quantity of Fire-cured 
(types 22-24> tobacco produced In the 
United States which Is estimated to have 
been consumed In the United States dur¬ 
ing ihe 10 years preceding the 1971 
marketing year was about 18.0 million 
pounds. As the manufacture of snun, 
the principal domestic outlet for Fire- 
cured tobacco, declined, the domestic use 
has also declined somewhat. With this in 
mind, the 10-year average lias been ad¬ 
justed downward to 17.1 million pounds 
ns a normal year's domestic consump¬ 
tion. The average annual quantity o! 
Fire-cured (types 22-24) tobacco pro¬ 
duced in the United States and exported 
during the 10 marketing years precedin ’ 
the 1971-72 marketing year was 24.3 mil¬ 
lion pounds (farm sales weight basts . 
Exports of Fire-cured (types 22-24) to¬ 
bacco during the past 5 years have aver¬ 
aged 24.6 million pounds as compared to 
an average of 23.9 million pounds for the 
first 5 years of the 10-year period The 
demnnd for this kind of tobacco in for¬ 
eign countries is relatively strong In view 
of this trend, the 10-year average has 
been adjusted upward to 25.6 million 
pounds as a normal years exports. Appli¬ 
cation of the formula prescribed by the 
Act results in a reserve supply level of 
93.7 million pounds. 

Manufacturers and dealers reported 
stocks of Fire-cured (types 22-24) to¬ 
bacco held on October 1, 1971, as 53 3 
million pounds. The 1971 Fire-cured 
(types 22-24) crop is estimated to be 
35.4 million pounds. Therefore, the total 
supply of Fire-cured (types 22-24) to¬ 
bacco for the marketing year beginning 
October 1. 1971. Is 88.7 million pounds 
During the 1971-72 marketing year it Is 
estimated that disappearance will total 
about 40.0 million pounds. By deducting 
this disappearance from the total supply, 
a carryover of 48.7 million pounds on Oc¬ 
tober 1. 1972, beginning of the 1972-73 
marketing year, is obtained. 

The difference between the reserve 
supply level and the estimated carryover 
on October 1. 1972. results In a computed 
national marketing quota for the 1972- 
73 marketing year of 45 0 million pound" 
Use of the authority of the Secretary in 
section 312(b) of the Act to increase the 
national marketing quota of 45.0 million 
pounds by 20 percent to 54.0 million 
pounds is deemed to be Justified in order 
to avoid undue restrictions of market¬ 
ings. This results in a national market¬ 
ing quota of 54.0 million pounds 

In accordance with section 313<g* of 
the Act. the 1972 national marketing 
quota of 54.0 million pounds, divided by 
the 1966-70 5-yeor national average yield 
of 1,798 pounds per acre, results in a 
1972 national acreage allotment of 
30,033.37 acres. 

Pursuant to the provisions of section 
313(g), a national acreage factor of MO 
is determined by dividing the national 
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acreage allotment, less a national reserve 
of 256.26 acres, by the total of the 1972 
preliminary farm acreage allotments. 
The preliminary farm acreage allotments 
reflect the factors specified in section 
313(g) for apportioning the national 
acreage allotment, less reserve, to old 
farms. 

Dark air-cured tobacco. The yearly 
average quantity of Dark air-cured to¬ 
bacco produced in the United States 
which Is estimated to have been con¬ 
sumed in the United States during the 
10 years preceding the 1971-72 marketing 
year was about 17.1 million pounds, while 
the average annual quantity produced 
domestically and exported during this 
period was 3.4 million pounds (farm sales 
weight basis). Total disappearance of 
Dark air-cured tobacco has been trend¬ 
ing downward for many years, although 
the average disappearance for the last 5 
years of the 10-year period is only 1.2 
million pounds less than the 10-year 
average. Even with the decline, produc¬ 
tion has been less than disappearance in 
7 years of the 10-year base period and 
in each of the last 6 years. Farmers, on 
an average, have harvested only 78 per¬ 
cent of their allotted acreage during the 
last 5 years of the 10-year period, and 
only 76 percent in 1971. In view of these 
facts, 19.8 million pounds have been used 
as a normal year's domestic consumption 
and 3.5 million pounds as a normal year’s 
exports. Application of the formula pro¬ 
scribed by the Act results in a reserve 
supply level of 63.2 million pounds. 

Manufacturers and dealers reported 
stocks of Dark air-cured tobacco held on 
October 1. 1971. as 49.8 million pounds. 
The 1971 Dark air-cured crop is esti¬ 
mated to be 16.2 million pounds. There¬ 
fore, the total supply of Dark air-cured 
tobacco for the marketing year beginning 
October 1. 1971, is 66.0 million pounds. 
During the 1971-72 marketing year, it is 
estimated that disappearance will total 
about 20.0 million pounds. By deducting 
this disappearance from the total supply, 
a carryover of 46.0 million pounds on Oc¬ 
tober 1, 1972, beginning of the 1972-73 
marketing year. Is obtained. 

The difference between the reserve 
supply level and the estimated carryover 
on October 1.1972, results in a computed 
national marketing quota for the 1972- 
73 marketing year of 17.2 million pounds. 
Use of the authority of the Secretary in 
section 312(b) of the Act to increase the 
national marketing quota of 17.2 million 
pounds by 20 percent to 20.6 million 
pounds Is deemed to be justified In order 
to avoid undue restrictions to marketings. 
This results in a national marketing 
quota of 20.6 million pounds. 

In accordance with section 313(g) of 
the Act, the 1972 national marketing 
quota of 20.6 million pounds, divided by 
the 1966-70 5-year national average yield 
of 1,821 pounds per acre, results in a 1972 
national acreage allotment of 11,312.46 
acres. 

Pursuant to the provisions of section 
313(g), a national acreage factor of 1.0 


is determined by dividing the national 
acreage allotment, less a national reserve 
of 89.78 acres, by the total of the 1972 
preliminary farm acreage allotments. 
The preliminary farm acreage allotments 
reflect the factors specified in section 
313(g) for apportioning the national 
acreage allotment, less reserve, to old 
farms. 

Virginia sun-cured tobacco . The yearly 
average quantity of Virginia sun-cured 
tobacco produced in the United States 
which is estimated to have been con¬ 
sumed in the United States during the 
10 marketing years preceding the 1971- 
72 marketing year was about 1,475,000 
pounds, and the average annual quantity 
produced In the United States and ex¬ 
ported during the same period was 
300.000 pounds < farm sales weight basis). 
While there has been no pronounced 
change in exports or domestic use dur¬ 
ing the base period, total disappearance 
has exceeded production during each of 
the past 6 years, and 8 years of the 10- 
year period. With this In mind. 1.460.000 
ix>unds have been used as a normal year's 
domestic use and 299.000 pounds as a nor¬ 
mal year’s exports. Application of the 
formula prescribed by the Act results In 
a reserve supply level of 4,733,000 pounds. 

Manufacturers and dealers reported 
stocks of Virginia sun-cured tobacco 
held on October 1. 1971. as 3.146,000 
pounds The 1971 Virginia sun-cured to¬ 
bacco crop Is estimated to be 1.035,000 
pounds. Therefore, the total supply of 
Virginia sun-cured tobacco for the 1971- 
72 marketing year is 4.181.000 pounds. 
During the 1971-72 marketing year, it is 
estimated that disappearance will total 
about 1.400,000 pounds. By deducting this 
disappearance from the total supply, a 
carryover of 2.781,000 pounds for the 
1972-73 marketing year, is obtained. 

The difference between the reserve 
supply level and the estimated carryover 
on October 1. 1972. results in a computed 
national marketing quota for the 1972-73 
marketing year of 1.952.000 pounds. Use 
of the authority of the Secretary in sec¬ 
tion 312(b) of the Act to Increase the 
computed quota by 20 percent to 2.342.000 
pounds is deemed to be Justified in order 
to avoid undue restrictions of marketing. 
This results in a national marketing 
quota of 2.342,000 pounds. 

In accordance with section 313(g) of 
the Act. the 1972 national marketing 
quota of 2.342.000 pounds, divided by the 
1966-70 5-ycar national average yield of 
1.115 pounds per acre, results in a 1972 
national acreage allotment of 2,100.44 
acres. 

Pursuant to the provisions of section 
313(g), a national acreage factor of 1.0 
is determined by dividing the national 
acreage allotment, less a national reserve 
of 21.0 acres, by the total of the 1972 pre¬ 
liminary farm acreage allotments. The 
preliminary farm acreage allotments re¬ 
flect the factors specified in section 
313(g) for apportioning the national 
acreage allotment, less reserve, to old 
farms. 


Detom (Nations and Announcements— 
1972-73 Marketing Year 

Sec. 

724.12 Fire-cured (type 21) tobacco. 

724 13 Fire-cured (type# 22-24) tobacco. 

724 14 Dark iUr-cured tobacco. 

724 15 Virginia #un-cured tobacco. 

Authority : The provision# of thl# #ubpart 
are issued under secs. 301, 312. 313. 375. 52 
Stat 38, as amended. 46. a# amended. 47. aa 
amended. 66. as amended: 7 U 8.C. 1301. 1312, 
1313. 1375 

Determinations and Announcements— 
1972-73 Marketing Year 

g 721.12 Fire-rured (type 21) tobacco. 1 

(a> Reserve supply level.' The reserve 
supply level for Fire-cured (type 2D 
tobacco is 21.312.000 pounds, calculated, 
as provided in the Act, from a normal 
year’s domestic consumption of 3,845.000 
pounds and a normal year’s exports of 
5,893.000 pounds. 

<b) Total supply. 1 The total supply of 
Fire-cured (type 21) tobacco for the 
marketing year beginning October 1. 

1971. Is 15,459.000 pounds, calculated in 
accordance with the Act, from a carry ¬ 
over of 8.959.000 pounds and estimated 
1971 production of 6.500,000 pounds. 

(c) Carryover. 1 The estimated carry¬ 
over of Fire-cured (type 2D tobacco for 
the marketing year beginning October l, 

1972. is 8,459.000 pounds, calculated in 
accordance with the Act by subtracting 
the estimated disappearance for the 
marketing year beginning October l. 

1971, of 7 million pounds from the total 
supply of such tobacco. 

(d> National marketing quota. 1 The 
amount of Fire-cured (type 21) tobacco 
which will make available during the 
marketing year beginning October 1, 

1972, a supply of Fire-cured (type 21) 
tobacco equal to the reserve supply level 
of such tobacco is 12,853,000 pounds, and 
a national marketing quota of such 
amount is hereby announced. It is deter¬ 
mined, however, that a national market¬ 
ing quota in the amount of 12.853,000 
pounds would result in undue restriction 
of marketings during the 1972-73 mar¬ 
keting year and such amount is hereby 
increased by 20 percent. Therefore, the 
amount of the national marketing quota 
for Fire-cured < type 21) tobacco in terms 
of the total quantity of such tobacco 
which may be marketed during the mar¬ 
keting year beginning October 1. 1972, is 
15.424,000 pounds. 

(e> National acreage allotment. The 
national acreage allotment, calculated 
in accordance with the Act by dividing 
the national marketing quota for the 
1972-73 marketing year by the 5-year 
1966-70 national average yield of 1.264 
pounds is 12.202.53 acres. 

(f) National acreage factor. The na¬ 
tional acreage factor for use in determin¬ 
ing farm acreage allotments is 1.0 It was 
calculated In accordance with the Act by 
dividing the national acreage allotment, 
less the national reserve, by the total of 


• Rounded to the nearest thousand pounds. 


FEDERAL REGISTER, VOl. 36, NO. 246—WEDNESDAY, DECEMBER 22, 1971 




21210 

the 1972 preliminary allotments for 1972 
old farms. 

<g) National reserve. The national 
acreage reserve is 121.95 acres, of which 
10.00 acres are made available for 1972 
old farms, and 111.95 acres are made 
available for making corrections and ad¬ 
justing inequities in old farm allotments. 

§721.13 Firr-rurrd (Ijjxh. 22-21) lo- 
brtiro. • 

(a) Reserve supply level. 1 The reserve 
supply level for Fire-cured (types 22-24) 
tobacco is 93.7 million pounds, calculated, 
as provided in the Act. from a normal 
year’s domestic consumption of 17.1 mil¬ 
lion pounds and a normal year's exports 
of 25.6 million pounds. 

(b) Total supply 9 The total supply of 
Fire-cured (types 22-24) tobacco for the 
marketing year beginning October 1, 

1971, is 88.7 million pounds, calculated in 
accordance with the Act. from a carry¬ 
over of 53.3 million pounds and estimated 
1971 production of 35.4 million pounds. 

cc) Carryover * The estimated carry¬ 
over of Fire-cured tobacco (types 22-24) 
for the marketing year beginning Octo¬ 
ber 1, 1972, is 48.7 million pounds, cal¬ 
culated in accordance with the Act by 
subtracting the estimated disappearance 
for the marketing year beginning Octo¬ 
ber 1. 1971, of 40.0 million pounds from 
the total supply of such tobacco. 

Cd) National marketing quota/ The 
amount of Fire-cured (types 22-24) to¬ 
bacco which will make available during 
the marketing year beginning October 1, 

1972. a supply of Fire-cured (types 22- 
24) tobacco equal to the reserve supply 
level of such tobacco is 45.0 million 
pounds, and a national marketing quota 
of such amount is hereby announced. It 
is determined, however, that a national 
marketing quota in the amount of 45.0 
million pounds would result in undue re¬ 
striction of marketings during the 1972- 
73 marketing year and such amount is 
hereby Increased by 20 percent. There¬ 
fore, the amount of the national market¬ 
ing quota for Fire-cured (types 22-24) 
tobacco in terms of the total quantity of 
such tobacco which may be marketed 
during the marketing year beginning 
October 1. 1972, is 54.0 million pounds. 

<e> National acreage allotment. The 
national acreage allotment, calculated in 
accordance with the Act by dividing the 
national marketing quota for the 1972-73 
marketing year by the 5-year 1966-70 na¬ 
tional average yield of 1,798 pounds is 
30.033.37 acres. 

(f) National acreage factor. The na¬ 
tional acreage factor for use in determin¬ 
ing farm acreage allotments for the 
1972-73 marketing year is 1.10. It was 
calculated in accordance with the Act 
by dividing the national acreage allot¬ 
ment, less reserve, by live total of the 1972 
preliminary allotments for 1072 old 
farms. 

(g) National reserve. The national 
acreage reserve Is 256.26 acres, of which 


* Rounded to the nearest tenth of a million. 
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5.00 acres are made available for 1972 
new farms, and 251.26 acres are made 
available for making corrections and ad¬ 
justing Inequities in old farm allotments. 

§721.11 Dark «ir-t*iirrd toluiwo. 

(a) Reserve supply level. 1 The reserve 
supply level for Dark air-cured tobacco is 

63.2 million pounds, calculated, as pro¬ 
vided in the Act, from a normal year's 
domestic consumption of 19.8 million 
pounds and a normal year's exports of 
3.5 million pounds. 

<b> Total supply * The total supply of 
Dark air-cured tobacco for the market¬ 
ing year beginning October 1. 1971, is 
66.0 million pounds calculated in accord¬ 
ance with the Act. from a carryover of 
49.8 million pounds and estimated 1971 
production of 16.2 million pounds. 

<c) Carryover. 9 The estimated carry¬ 
over of Dark air-cured tobacco for the 
marketing year beginning October 1. 
1972, is 46.0 million pounds, calculated in 
accordance with the Act by subtracting 
the estimated disappearance for the 
marketing year beginning October 1, 
1971, of 20.0 million pounds from the 
total supply of such tobacco. 

(d) National marketing quota* The 
amount of Dark air-cured tobacco which 
will make available during the marketing 
year be Tinning October 1, 1972, a supply 
of Dark air-cured tobacco equal to the 
reserve supply level of such tobacco Is 

17.2 million pounds, and a national mar¬ 
keting quota of such amount is hereby 
announced. It is determined, however, 
that a national marketing quota in the 
amount of 17.2 million pounds would re¬ 
sult in undue restriction of marketings 
during the 1972-73 marketing year and 
such amount is hereby increased by 20 
percent. Therefore, the amount of the 
national marketing quota for Dark air- 
cured tobacco In terms of the total quan¬ 
tity of such tobacco which may be 
marketed during the marketing year be¬ 
ginning October 1. 1972, is 20.6 million 
pounds. 

<e> National acreage allotment. The 
national acreage allotment, calculated in 
accordance with the Act by dividing tlie 
national marketing quota for the 1972- 
73 marketing year by the 5-year, 1966-70, 
national average yield of 1,821 pounds. Is 
11,312.46 acres. 

(f) National acreage factor. The na¬ 
tional acreage factor for use in deter¬ 
mining farm acreage allotments for the 
1972-73 marketing year is 1.00. It was 
calculated in accordance with the Act 
by dividing the national acreage allot¬ 
ment. less reserve, by the total of the 
1972 preliminary allotments for 1972 
old farms. 

(g) Nationat reserve. The national 
acreage reserve Is 89.78 acres, of which 
10.00 acres are made available for 1972 
new farms, and 79.78 acres are made 
available for making corrections and ad¬ 
justing inequities in old farm allotments. 

g 724.15 Virginia «nn-rarfd tobacco. 

(a) Reserve supply level. 1 The reserve 
supply level for Virginia sun-cured to¬ 


bacco Is 4,783,000 pounds, calculated as 
provided In the Act, from a normal year s 
domestic consumption of 1,460.000 
pounds and a normal year's exports of 
299,000 pounds. 

(b) Total supply.' The total supply of 
Virginia sun-cured tobacco for the mar- 
keting year beginning October 1, 1971. 
calculated in accordance with the Act. 
is 4,181.000 pounds, consisting of carry¬ 
over of 3.146,000 pounds and estimated 
1971 production of 1,035.000 pounds. 

(c> Carryover.' The estimated carry¬ 
over of Virginia sun-cured tobacco for 
the marketing year beginning October 1. 
1972. is 2,781,000 pounds, calculated m 
accordance with the Act by subtracting 
the estimated disappearance for the mar¬ 
keting year beginning October 1,1971. of 
1,400.000 pounds from the total supply 
of such tobacco. 

(d) National marketing quota} The 
amount of Virginia sun-cured tobacco 
which will make available during the 
marketing year beginning October 1. 
1972. a supply of sun-curcd tobacco cqurd 
to the reserve supply level of such to¬ 
bacco is 1,952.000 pounds, and a national 
marketing quota of such amount is here¬ 
by announced. It is determined, how¬ 
ever, that a national marketing quota in 
the amount of 1.952.000 pounds would 
result in undue restriction of market¬ 
ings during the 1972-73 marketing year 
and such amount is hereby increased by 
20 percent. Therefore, the amount of the 
national marketing quota for Virginia 
sun-cured tobacco in terms of the total 
quantity of such tobacco W'hich may be 
marketed during the marketing year be¬ 
ginning October 1, 1972, Is 2.342,000 
pounds. 

(e> National acreage allotment The 
national acreage allotment, calculated in 
accordance with the Act by dividing the 
national marketing quota for the 1972-73 
marketing year by the 5-year. 1966-70, 
national average yield of 1,115 pounds, 
is 2,100.44 acres. 

(f) National acreage factor. The na¬ 
tional acreage factor for use in deter¬ 
mining farm acreage allotments for the 
1972-73 marketing year is 10. It was cal¬ 
culated in accordance with the Act by 
dividing the national acreage allotment, 
leas reserve, by the total of the 1972 pre¬ 
liminary allotments for 1972 old farms. 

(g) National reserve . The national 
acreage reserve is 21.00 acres, of which 
5.00 acres arc made available for 1972 
new farms, and 16.00 acres arc made 
available for making corrections and ad¬ 
justing inequities in old farm allotments. 

Effective date: Date of filing of this 
document with the Director. Office of the 
Federal Register. 

Signed at Washington. D.C., on Decem¬ 
ber 15.1971. 

Earl L. Btm. 

Secretary. 

[FR Doc.71-18862 FUed 13-21-71:8 49 amj 


* Rounded to the neareat thousand pounds. 
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Chapter VIII—Agricultural Stabiliza¬ 
tion and Conservation Service 
(Sugar), Department of Agriculture 

SUBCMAPTH 0—SUGAR REQUIREMENTS ANO 
QUOTAS 

(Sugar Reg. 811, Arndt. 1) 

p AR T 811— CONTINENTAL SUGAR 
REQUIREMENTS AND AREA QUOTAS 

1972 Requirements and Quotas for 
Foreign Countries 

Basis and purpose and statement of 
bases and considerations . This amend¬ 
ment Is issued pursuant to the authority 
vested in the Secretary of Agriculture 
by the Sugar Act of 1948. as amended by 
Public Law 92-138. approved October 14, 
1971. hereinafter referred to as the 
M Act*\ The purpose of this amendment 
U to permit the importation of an addi¬ 
tional 150.000 short tons, raw value, of 
raw sugar from foreign countries dur¬ 
ing the first quarter of 1972. 

The additional quantity is needed to 
enable raw sugar refiners to build up 
their inventories as a safeguard against 
possible work stoppages on the water¬ 
front at the termination of the Taft- 
Hartley injunction period. 

By virtue of the authority vested in 
the Secretary of Agriculture by the Act, 
Part 811 of this chapter is hereby 
amended as follows: 

Paragraph <d> of $ 811.13 is amended 
by amending subparagraph (1). subdivi¬ 
sion (U) of subparagraph (2), and sub¬ 
division (i) of subparagraph (3) and 
by adding a new subdivision (v) to sub- 
paragraph (3) to read as follows: 

§811.13 Quota* for foreign rountrir*. 
• • • • • 

(d) <1> Of the total quotas and prora- 
tions for foreign countries established in 
paragraphs <b) and (c) of this section, 
an amount not to exceed 1.150.000 short 
tons, raw value of raw sugar, plus the 
quantity imported in late 1971 under 
bond for refining and storage, may be 
charged against such 1972 quotas and 
authorized for importation or release 
from bond from all such foreign coun¬ 
tries in accordance with Part 817 of this 
chapter during the first quarter of 1972. 
The quantity imported in late 1971 under 
bond for refining and storage will be 
released from bond and charged to 
quotas on January 1, 1972. The quantity. 
1.150,000 short tons, raw value, will be 
authorized for importation and charged 
to quotas during the first quarter of 1972 
as set forth in subparagraphs (2) and 
<3 > of this paragraph <d). 


< 2 ) • • • 

<ll> Applications for the importation 
of sugar during the first quarter re¬ 
ceived on or before November 19. 1971, 
*ill be considered as having been re¬ 
ceived at the same time. Applications for 
the importation during the first quar¬ 
ter of 150,000 short tons, raw value, of 
sugar, representing an addition to the 
Initial limitation of 1 million short tons. 
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raw value, received on or before Decem¬ 
ber 28. 1971. will be considered as hav¬ 
ing been received at the same time. 

(3) fi) Allocations of first quarter im¬ 
portations among countries will be made 
in the following manner but not to ex¬ 
ceed as to each country the quantity ap¬ 
plied for. Allocations among countries of 
the initial limitation of 1 million short 
tons, raw value, shall be made as pro¬ 
vided in subdivisions (ii), (ill), and <iv> 
of tills subparagraph. Allocation among 
countries of 150.000 short tons, raw value, 
representing an addition to the initial 
limitation of 1 million short tons, raw 
value, shall be made as provided in sub¬ 
division (V) of this subparagraph. 

• • • • • 

(v) The 150,000 short tons, raw value, 
shall be prorated among countries that 
supply the sugar for which applications 
for importation have been made, on the 
basis of first quarter Importations from 
such countries as set forth in subpara¬ 
graph (4) of this paragraph. 

• • • • • 

(Sec*. 202 Mid 403; 61 St*t. 024 ns amended. 
032 ns amended; 7 US C 1112 and 1158 and 
Public Law 92-138 approved October 14. 
1971) 

Effective date. In order to promote or¬ 
derly marketing, it is essential that this 
amendment be effective as soon as possi¬ 
ble so that all persons selling and pur¬ 
chasing sugar for consumption in the 
continental United States can promptly 
plan and market under the changed 
marketing opportunities. Therefore, it is 
hereby determined and found that com¬ 
pliance with the notice, procedure, and 
effective date requirements of 5 U.8.C. 
533 is unnecessary, impracticable, and 
contrary to the public interest and this 
amendment shall be effective when filed 
for public inspection in the Office of the 
Federal Register. 

Signed at Washington, D.C., on Decem¬ 
ber 17, 1971. 

Kenneth E. Frick. 

Administrator , Agricultural Sta¬ 
bilization and Conservation 
Service . 

|PR Doc.71-18688 Filed 12-17-71,8:57 pm| 


(Sugar Reg. 811, Arndt. 8] 

PART 811—CONTINENTAL SUGAR 
REQUIREMENTS AND AREA QUOTAS 

Requirements, Quotas, and Quota 
Deficits for 1971 

Basis and purposes and bases and con¬ 
siderations . This amendment is Issued 
pursuant to the authority vested in the 
Secretary of Agriculture by the Sugar 
Act of 1948, as amended (61 Stat. 922, as 
amended), hereinafter referred to as the 
“Act." The purpose of this amendment 
to Sugar Regulation 811, as amended, is 
to determine and revise deficits in quotas 
established pursuant to the Act. 

Section 204(a) of the Act provides that 
the Secretary shall from time to time de¬ 
termine whether any area or country 
will be unable to fill its quota or the 
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proration of a deficit. On the basis of 
information which recently became 
available to the Department, it is herein 
determined that Haiti will be able to sup¬ 
ply only 23,066 short tons, raw value, of 
its 1971 quota. Therefore, it is hereby 
found that Haiti will be unable to fill its 
currently effective quota by 4,434 short 
tons, raw value. Accordingly, an addi¬ 
tional deficit is herein determined in the 
quota for Haiti of 4,434 short tons, raw 
value. On the basis of information avail¬ 
able to the Department, the Republic of 
the Philippines will not be able to market 
31,839 short tons, raw value, of the addi¬ 
tional deficit prorated to it in amend¬ 
ment 7 of this Regulation 811. Accord¬ 
ingly. a deficit of 31,839 short tons, raw 
value, is herein determined in the quota 
for the Republic of the Philippines. 

By virtue of the authority vested in the 
Secretary of Agriculture by the Act, Part 
811 of tilts chapter is hereby amended 
by amending 55 811 92 and 811.93 as 
follows: 

1. Section 811.92 is amended by amend¬ 
ing paragraph <a) to read as follows: 

§811.92 Proration and allocation of 
deficit* and quota* in effect. 

(a) Of the total deficits determined In 
subparagraph (a)(2) of 5 8U.91. total¬ 
ing 1.052.667 short tons, raw value, a 
quantity of 1,005.000 tons representing 
deficits in the quotas of Puerto Rico and 
the Virgin Islands was previously deter¬ 
mined. allocated and prorated in amend¬ 
ments 3. 4. and 7 of this Part 811 (36 
F-R. 8773. 14624, 23791 >. Deficits In the 
quota for Haiti totaling 5,257 short tons, 
raw value, were previously determined, 
allocated and prorated in amendments 
5. 6. and 7 of this Part 811 (36 F.R. 
15519, 17023, 23791). An additional defi¬ 
cit is herein determined in the quota for 
HalU of 4.434 tons. A deficit of 31.839 tons 
is also determined herein in the quota for 
the Republic of the Philippines. The 
total deficits herein determined of 36.- 
273 tons are hereby prorated pursuant 
to section 204 <ai of the Act, to Western 
Hemisphere countries, other than Haiti, 
with quotas in effect as established in 
Sugar Regulation 811. for 1971 (36 F.R. 
23791). 


2. Section 811.93 is amended by 
amending paragraphs <b> and (c) to 
read as follows: 

§811.93 Quota* for foreign countries* 
• • • • • 

<b> For the calendar year 1971. the 
quota for the Republic of the Philip¬ 
pines is 1.593,733 short tons, raw value, 
representing 1,126.020 short tons, estab¬ 
lished pursuant to section 202 of the Act 
and 467.713 short tons established pur¬ 
suant to section 204 of the Act. Of the 
quantity of 1,126,020 short tons estab¬ 
lished pursuant to section 202 of the 
Act, only 59.920 short tons, raw value, 
may be filled by direct-consumption 
sugar pursuant to section 207(d) of the 
Act. 

<c> For the calendar year 1971, the 
prorations to individual foreign coun¬ 
tries other than the Republic of the 
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Philippines pursuant to section 202 of 
the Act are shown in columns (1) and 
(2) of the following table. Deficit prora¬ 
tions established in prior amendments 
to 1 811.03 are shown in column (3). 
In column (4) the deficits in quotas de¬ 


clared herein amounting to 36.273 short 
tons, raw value, are herein prorated to 
Western Hemisphere countries, excluding 
Haiti, listed in section 202(c)(3)(A) of 
the Act. on the basis of published quotas 
most recently in effect. 
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I Praradon of the quota* withheld from Cuba and Southern Rhodesia. 


(Secs. 201. 202, 204. and 403; 61 Slat 023. 
aa amended, 024. aa amended, 025. as 
amended. 032; and 7 U.8.C. 1111. 1112. 1114. 
and 1153) 

Effective date. This action prorates ad¬ 
ditional deficits in quotas of 36,273 tons 
to Western Hemisphere countries. In 
order to promote orderly marketing, it 
is essential that this amendment be effec¬ 
tive immediately so that all persons sell¬ 
ing and purchasing sugar for consump¬ 
tion In the continental United States 
can promptly plan and market under 
the changed marketing opportunities. 
Therefore, it Is hereby determined and 
found that compliance with the notice, 
procedure, and effective date require¬ 
ments of 5 U.8.C. 633 is unnecessary, im¬ 
practicable. and contrary to the public 
Interest and this amendment shall be 
effective when filed for public Inspection 
In the Office of the Federal Register. 

Signed at Washington, DC,, on De¬ 
cember 17. 1971. 

Kenneth E. Frick. 

Administrator , Agricultural Sta¬ 
bilization and Conservation 
Service. 

| FR Doc.71-18680 Piled 12-17-71;$: 58 prat 


Chapter IX—Consumer and Marketing 
Service (Marketing Agreements and 
Orders; Fruits, Vegetables, Nuts), 
Department of Agriculture 

PART 914—ORANGES GROWN IN 
INTERIOR DISTRICT IN FLORIDA 

Method of Allocating Fixed Quantity 

Notice was published in the Federal 
Register Issue on November 25. 1971 <36 
F.R. 22589), that the Department was 
giving consideration to a proposed 
amendment of f 914.130 of the rules and 
regulations (Sub part—Rules and Regu¬ 
lations: 7 CFR Part 914 130; 36 F.R. 
3801) currently effective pursuant to the 
applicable provisions of the marketing 
agreement and Order No. 914 (7 CFR 
Part 914), regulating the handling of 
oranges grown in the Interior District In 
Florida, hereinafter referred to collec¬ 
tively as the "order.” This is a regulatory 
program effective under the applicable 
provisions of the Agricultural Marketing 
Agreement Act of 1937, as amended <7 
U.8.C. 601-674). The aforesaid amend¬ 
ment was proposed by the Interior 
Orange Marketing Committee estab¬ 


lished pursuant to the marketing agree¬ 
ment and order as the agency to admin¬ 
ister the provisions thereof. No written 
data, views, or arguments were filed with 
respect to said proposal during the pe¬ 
riod specified therefor in the notice. 

Section 914.45 of the order outlines 
requirements that the quantity of oranges 
fixed by the Secretary which may be 
handled during any week shall be al¬ 
located between early and midseason type 
oranges and late type oranges on the 
basis of the average percentage of the 
total shipments of each type of orange: 
during the preceding three fiscal periods 
subject to stated adjustments The 
amendment updates the division of al¬ 
lotment between the two types of oranges 
so as to be applicable during any week 
of the 1971-72 fiscal period, when ship¬ 
ments of both types are being made, by 
specifying the percentage figures to be 
used In reflecting the respective actual 
average percentages of total shipments 
represented by each of the types during 
the last three fiscal periods (1968-63 
through 1970-71). 

After consideration of all relevant mat¬ 
ter presented. Including that in the no¬ 
tice, it is hereby found that amendment, 
as hereinafter set forth, of said rules 
and regulations is in accordance with the 
order and will tend to effectuate the 
declared policy of the act. 

Therefore, the table following the in¬ 
troductory language of paragraph (b) of 
9 914.130 is amended to read as follows: 

§ 914.130 Method of allocating funl 
quantity. 


(b) • • • 

Tabu 

(For 1971-72 Fiscal P«rtod) 


Karty and mldotiKm typa 

aronce* to shipment* toc 2 weeks La Ur 3 we**k> lat-r 

a given work 


J'f/crnt 

PrrtnU 

Pttcfi 

99 

78 

•0 

M 

74 

44 

97 

70 

40 

95 

55 

34 

85 

58 

30 

M 

SB 

jv 

58 

50 

34 

82 

48 

23 

91 

40 

:i 

HI 

42 

1« 

88 

m 

18 

88 

37 

17 

87 

33 

10 

80 

$1 

14 

85 

30 

13 

84 

20 

12 

s 

m 

12 

82 

27 

11 

M 

25 

It 

m 

B 

II 

79 

24 

10 

78 

24 

10 

77 

28 

10 

75 

23 

9 

75 

22 

9 

74 

21 

0 


FEDERAL REGISTER, VOL 36, NO. 244—WE ONE SO AY, DECEMBER 22, 1971 









































RULES AND REGULATIONS 


2421.1 


Tauijc—-C ontinued 
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It Is hereby found that good cause 
exists for not postponing the effective 
date hereof until 30 days after publica¬ 
tion in the Federal Register (5 U.S.C. 
W3> in that (1) shipments of early and 
tnldseason type oranges are currently in 
progress, and it is estimated that ship¬ 
ments of late type oranges will begin 
very shortly; (2) the table of percentages, 
herein set forth. Is pursuant to 3 014.45 
of this part which requires that the total 
Quantity of oranges fixed by the Secre¬ 
tary which may be handled during any 
week of a fiscal period shall be allocated 
between the two types of oranges; (3) 
«nch allocation is required to reflect the 
inspect!ve average proportions of both 


types of oranges that were shipped during 
a specified week in the previous three 
fiscal periods subject to specified adjust¬ 
ments; <4) notice of proposed rule-mak¬ 
ing relative to such amendment was pub¬ 
lished in the Federal Reclster <36 F.R. 
225891, and no written data, views, or 
arguments were filed with respect to such 
percentages or their applicability to the 
1971-72 fiscal period; <5> the percentages 
specified herein are applicable in all 
weeks of the current fiscal period (which 
began on August 1,1971 ) when shipments 
of both types of oranges arc being made. 

(Sect. 1-19, 48 Stat. 31. m amended: 7 U.S.C. 
601-674) 

Dated: December 16. 1971. 

Paul A. Nicholson. 

Deputy Director. Fruit and 
Vegetable Division , Consumer 
and Marketing Service. 

(PR Doc.71-18630 Filed 12-21-71:8:45 Ami 


PART 929—CRANBERRIES GROWN 
IN THE STATES OF MASSACHU¬ 
SETTS, RHODE ISLAND, CONNECTI¬ 
CUT, NEW JERSEY, WISCONSIN, 
MICHIGAN, MINNESOTA, OREGON, 
WASHINGTON, AND LONG ISLAND 
IN THE STATE OF NEW YORK 

Expenses and Rate of Assessment 
and Carryover of Unexpended Funds 

On December 3. 1971, notice of pro¬ 
posed rule making was published in the 
Federal Register < 36 Fit. 23072) regard¬ 
ing proposed expenses and the related 
rate of assessment for the fiscal period 
September 1, 1971, through August 31, 
1972, and carryover of unexpended funds 
from the period September 1. 1970, 
through August 31, 1971, pursuant to the 
marketing agreement, as ame nded , and 
Order No. 929, as amended (7 CFR Part 
929), regulating the handling of cran¬ 
berries grown in the States of Massa¬ 
chusetts. Rhode Island. Connecticut. New 
Jersey, Wisconsin. Michigan. Minnesota. 
Oregon, Washington, and Long Island in 
the State of New York. This regulatory 
program is effective under the applicable 
provisions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601-674). The notice afforded 10 
days for interested persons to submit 
written data, view’s, or arguments in con¬ 
nection with said proposals. None were 
received. 

After consideration of ail relevant 
matter presented, including the proposals 
which were submitted by the Cranberry 
Marketing Committee (established pur¬ 
suant to the amended marketing agree¬ 
ment and order) and set forth in the 
aforesaid notice, it U hereby found and 
determined that: 

§929.212 F.xpon*c# and rate of 

mrnt. 

(a) Expenses. The expenses that are 
reasonable and likely to be incurred by 
the Cranberry Marketing Committee 
during the fiscal period September I. 
1971, through August 31, 1972, will 
amount to $54,050. 


(b> Rate of assessment. The rate of 
assessment for said period, payable by 
each handler in accordance with $ 929.41, 
is fixed at $0.03 per barrel of cranberries, 
or equivalent quantity of cranberries. 

(c) Reserve. Unexpended assessment 
funds, in excess of expenses incurred 
during the fiscal period ended August 31. 
1971, arc carried over as a reserve in ac¬ 
cordance with i 929.42 of said amended 
marketing agreement and order. 

It Is hereby further found that good 
cause exists for not postponing the effect- 
Uve date hereof until 30 days after pub¬ 
lication in the Federal Register (5 UJ3.C. 
553) in that (1) shipments of cranberries 
are now being made, (2) the relevant 
provisions of said marketing agreement 
and this part require that the rate of 
assessment herein fixed shall be appli¬ 
cable to all assessable cranberries han¬ 
dled during the aforesaid period, and (3) 
such period began on September 1, 1971, 
and said rate of assessment will auto¬ 
matically apply to all such cranberries 
beginning with such date. 

(Sees. 1-19. 46 8tat. 31. as amended; 7 U S.C. 
601-674) 

Dated: December 16, 1971. 

Paul A. Nicholson, 
Deputy Director. Fruit and 
Vegetable Division , Consumer 
and Marketing Service. 

(FR Doc.71-18650 Piled 13-21-71:8:46 am) 


Title 16—COMMERCIAL 
PRACTICES 

Chaptor I—Federal Trade 
Commission 

SUBCHAPTEft A—PROCEDUBES AND BUIES OF 
PRACTICE 

PART 1—general procedures 

PART 4—MISCELLANEOUS RULES 

Public Disclosure of Records 

The Commission announces the fol¬ 
lowing amendments to Parts 1 and 4 of 
Chapter I of Title 16 of the Code of Fed¬ 
eral Regulations. These amendments are 
effective on the date of their publication 
In the Federal Register (12-22-71). 

Section 1.4(a) Is revised to read as 
follows: 

§1.1 Public diwrloMirc. 

(a) Advisory opinions, and requests 
therefor, including names and details, 
will be placed In the Commission's public 
record immediately after the requesting 
party has received the Commission's ad¬ 
vice, subject to any limitations on public 
disclosure arising from statutory restric¬ 
tions. the Commission’s rules, and the 
public interest. 

• • • • • 

Section 4.9(e) (13) is amended to read 
as follows: 

§ 4.9 Public record*. 

• • • • • 

<•>••• 
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(13) Requests for advisory opinions 
under H 1.1 and 3.61(d) or for advice 
concerning proposed mergers and appli¬ 
cations for approval of proposed dives¬ 
titures, acquisitions, or similar transac¬ 
tions subject to Commission review under 
outstanding orders. Also included are the 
supporting materials and communica¬ 
tions with respect to such requests re¬ 
ceived by any member of the Commission 
and any employee involved in the de¬ 
cisional process, to the extent that such 
requests, applications, and materials are 
made public under $1 1.4 <a) and <b» and 
3.61 <d> and (f) of this chapter; objec¬ 
tions or comments with respect to pro¬ 
posed divestitures, acquisitions, or 
similar transactions which are filed for 
the public record; and any advice or re¬ 
sponse given and made public under 
n 1.4 (a) or <b> and 3.61 <d> or (f) of 
this chapter, together with a statement of 
supporting reasons. 

• • • • • 

(Sec. 6. 3a Stat. 7*1: 15 U.8.C. 46) 

By direction of the Commission dated 
December 14, 1971. 

f seal 1 Charles A. Tobin, 

Secretary. 

|FR Doc.71-10663 Piled 12-31 -7l;8:46 ami 

Title 20—EMPLOYEES’ 
BENEFITS 

Chapter III—Social Security Admin¬ 
istration, Department of Health, 
Education, and Welfare 

|Reg. No. 10, further amended) 

PART 410—FEDERAL COAL MINE 
HEALTH AND SAFETY ACT OF 1969, 
TITLE IV—BLACK LUNG BENEFITS 
(1969—) 

Miscellaneous Amendments 

Correction 

In F.R. Doc. 71-18193 appearing at 
page 23752 in the issue for Tuesday, De¬ 
cember 14. 1971, in 1410.215(c), first 
line, the word “compiled” should read 
“complied". 

Title 21—FOOD AND DRUGS 

Chapter I—Food and Drug Adminis¬ 
tration, Department of Health, Ed¬ 
ucation, and Welfaro 

SUBCHAPTEt B— FOOD AND FOOO PRODUCTS 

PART 121—FOOD ADDITIVES 

Subparf C—Food Additives Permitted 
in Feed and Drinking Water of An¬ 
imals or for the Treatment of Food- 
Producing Animals 

Tylosin 

The Commissioner of Food and Drugs 
has evaluated supplemental new animal 
drug applications (13-162V and 15- 
166V) filed by Elanco Products Co., a 


Division of Eli Lilly and Co.. Indianap¬ 
olis. Ind. 46206, proposing the safe and 
effective use of tylosin in the feed of 
replacement chickens to aid in the con¬ 
trol of chronic respiratory disease caused 
by Mycoplasma oallisepticum. The sup¬ 
plemental applications are approved. 

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 


Any person who will be adversely af¬ 
fected by the foregoing order may at any 
time within 30 days after its date of 
publication in the Federal Register file 
with the Hearing Clerk, Department of 
Health, Education, and Welfare, Room 
6-88. 5600 Fishers Lane. Rockville, Md. 
20852, written objections thereto in 
quintupiicate. Objections shall show 
wherein the person filing will be ad¬ 
versely affected by the order and specify 
with particularity the provisions of the 
order deemed objectionable and the 
grounds for the objections. If a hearing 
is requested, the objections must state 
the issues for the hearing. A hearing 
will be granted if the objections are 
supported by grounds legally sufficient 
to justify the relief sought. Objections 
may be accompanied by a memorandum 
or brief In support thereof. Received ob¬ 
jections may be seen in the above office 
during working hours, Monday through 
Friday. 

Effective date. This order shall become 
effective on its date of publication in 
the Federal Register (12-22-71). 

(See. 512(1), 82 8tat. 347; 21 US.O, 360b(!)) 

Dated: December 10.1971. 

C. D. Van Houweling. 

Director ; 

Bureau of Veterinary Medicine. 

|PR Doc.71-18649 Piled 12-21-71:8:51 am) 


PART 135c—NEW ANIMAL DRUGS IN 
ORAL DOSAGE FORMS 

Diphenylhydantoin Sodium Capsules 

The Commissioner of Food and Drugs 
has evaluated a supplemental new animal 
drug application <6-032V> filed by Parke, 
Davis L Co.. Joseph Campau Avenue at 
the River. Detroit. Mich. 48232 proposing 
the safe and effective use of diphenyl¬ 
hydantoin sodium capsules for the treat¬ 
ment of dogs. The supplemental applica¬ 
tion is approved. 

Therefore, pursuant to provisions of 
the Federal Food. Drug, and Cosmetic 
Act (sec. 512(i), 82 Stat. 347; 21 U.S.C. 
360b<D) and under authority delegated 
to the Commissioner (21 CPR 2.120), 


Act (sec. 512(1), 82 Stat. 347; 21 US.C. 
360b(i)) and under authority deleted 
to the Commissioner (21 CFR 2.120 \ 
Part 121 is amended in ft121.217(1 • by 
adding a new item 9 to table 3. as follow 

§ 121.217 T>lo*in. 

• • • • • 

(d> • • • 


Part 135c is amended by adding a new 
section as follows: 

§ I.1.V.62 Diplicn>Ih>ti«nIom nodi am 
raponln. 

(a) Specifications. Diphenylhydantoin 
sodium capsules conform to U S.P 
XVIH requirements. 

<b) Sponsor. See code No. 049 In 
5 135.501(0 of this chapter. 

(c> Conditions of use. (I) The drutj is 
Indicated for use in the control of epilep¬ 
tiform convulsions in dogs. 

(2) An initial dose of from 4 to 8 milli¬ 
grams per pound of body weight in 
divided doses is suggested with the dose 
then gradually increased or decreased to 
the daily minimum amount necessary to 
maintain control. 

(3) Since control with the drug re¬ 
quires several days, the transition from 
other anticonvulsants to tills druR should 
be gradual. Sudden withdrawal of other 
anticonvulsants, including phenobar- 
bital, should be avoided in order to exer¬ 
cise proper control of the convulsions. 

(4) For use only by or on the order of 
a licensed veterinarian. 

Effective date. Tills order shall be ef¬ 
fective upon publication in the Federal 
Register (12-22-71). 

(Sec 512(1), 83 Stat. 347; 21 VBC 360»>M)) 

Dated: November 14.1971. 

C. D. Van Houweling. 

Director. 

Bureau of Veterinary Medicine. 

|FR Doc.71-18647 Piled 12-21-71:8:50 am) 


SUBCHAPTER C —DRUGS 

STERILE BENZATHINE PENICILLIN G 
AND PROCAINE PENICILLIN G SUS¬ 
PENSION FOR VETERINARY USE 

Antibiotic Drug and New Animol 
Drug Application Evaluation 
The Commissioner of Food and Drugs 
lias evaluated a supplemental new animal 
drug application (65-087V) filed by Fort 
Dodge Laboratories, Fort Dodge. Iowa 
50501. proposing the safe and effective 
use of sterile benzathine penicillin G and 
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procaine penicillin O suspension for in¬ 
jection for the treatment of horses, beef 
cattle, and dogs. The supplemental appli¬ 
cation is approved. 

Since the drug is subject to batch cer¬ 
tification under provisions of section 512 
< n > of the Federal Food. Drug, and Cos¬ 
metic Act, this order establishes both 
antibiotic drug and new animal drug 
regulations. In addition, this drug and all 
injectable benzathine penicillin drugs 
are placed on a prescription basis for 
veterinary use. The order also amends the 
regulations to provide for negligible resi¬ 
dues of penicillin in the edible tissues of 
treated beef cattle. 

Therefore, pursuant to provisions of 
the Federal Food. Drug, and Cosmetic 
Act isec. 512(1). (n>, 82 Stat. 347. 350; 21 
UJS.C. 360b(i)(n>) and under authority 
delegated to the Commissioner (21 CFR 
2.120>. Parts 135b, 135g. and 146a arc 
amended as follows: 

PART 135b—NEW ANIMAL DRUGS 
FOR IMPLANTATION OR INJECTION 

1. In part 135b by adding the following 
new section; 

§135l»*!3 Sterile benzathine penicillin 
t and procaine penicillin G »u»prn- 
*ion. veterinary. 

(a) Specifications. Meets the specifi¬ 
cations in § 146a.86 of this chapter. Each 
cubic centimeter contains 150.000 units 
of benzathine penicillin Q and 150,000 
units of procaine penicillin O in aqueous 
suspension. 

<b) Sponsor. See code No. 017 in 
1135.510(c) of this chapter. 

(c> Related tolerances. See 9 135g.l2 of 
this chapter. 

(d) Conditions of use. (1) It is used for 
the treatment of bacterial infections sus¬ 
ceptible to penicillin G in horses, dogs, 
and beef cattle. 

(2) Inject intramuscularly in horses at 
2 cubic centimeters per 150 pounds of 
body weight. Inject intramuscularly or 
subcutaneously in dogs at 1 cubic cen¬ 
timeter per 10 to 25 pounds of body 
weight. Inject beef cattle subcutaneously 
only at 2 cubic centimeters per 150 
pounds body weight. The dosage should 
be repeated in 48 hours. 

<3> Treatment in beef cattle should be 
limited to two doses. Not to be used in 
beef cattle within 30 days of slaughter 
»or in horses intended for food purposes. 

<4> Restricted to use by or on the or¬ 
der of a licensed veterinarian. 


PART 135g—TOLERANCES FOR RESI¬ 
DUES OF NEW ANIMAL DRUGS IN 
FOOD 

2. Part 135g is amended by revising 
135g.l2 to read as follows: 

§ 135r. 12 iVnirillin. 

Tolerances are established for residues 
of penicillin and the salts of penicillin in 
food as follows: 

0.05 part per million (negligible 
residue) in the uncooked edible tissues of 

cattle. 

<b • Zero in the uncooked edible tissues 
chickens, turkeys, pheasants, quail. 


and swine; in eggs; and in milk or in any 
processed food in which such milk has 
been used. 


PART 146o—CERTIFICATION OF PEN¬ 
ICILLIN AND PENICILLIN-CONTAIN¬ 
ING DRUGS 

3. Part 146a is amended: 

a. By revising 9 146a.77(c) (2) to read 
as follows: 

g 146a.77 Benzathine penicillin G for 
aqurotn injection. 

(C) • • • 

(2) It is packaged for dispensing and 
intended solely for veterinary use. Its la¬ 
bel and labeling shall comply with all re¬ 
quirements prescribed by subparagraph 
(1) of this paragraph, except that in lieu 
of the requirements of 9 1.106(b) of this 
chapter, it shall be labeled in accordance 
with the requirements prescribed by 
9 1.106(c) of this chapter, issued under 
section 502(f) of the act. 

• • • • • 

b. In 9 146a.85 by redesignating para¬ 
graph (c> as paragraph (d). and insert¬ 
ing a new paragraph (c) as follows: 

g 1 16a. 8.7 BciiEjithinr-procninc-bufTcrcd 
crystalline penicillin* for aqueout* 
injection. 


(c) If it is packaged for dispensing and 
intended solely for veterinary use. it 
shall be labeled in accordance with the 
requirements of 9 148.3 of tills chapter, 
except that in lieu of the requirements 
of 9 148.3(a) (1), of this chapter. It shall 
be labeled in accordance with the re¬ 
quirements prescribed by 9 1.106(c) of 
this chapter, issued under section 502(f) 
of the act. » 

• • • • • 

c. In 9 146a.90 by revising paragraph 
<b> as follows: 

g 146*.90 Procaine penicillin and ben* 
rathinc penicillin G in Mrcptomycin 
»ulfatc flotation, veterinary; procaine 
penicillin and benzathine penicillin 
G in dibydroMreptomyein Aulfatr flo¬ 
tation, veterinary (procaine Peni¬ 
cillin and benzathine penicillin G in 
rryfltallinc dibydroAtreptoniycin *ul- 
falc flotation. veterinary). 


<b> It shall be labeled in accordance 
with the requirements of 9 148.3 of this 
cliapter, except that in lieu of the re¬ 
quirements of 9 148.3(a) (1) of this chap¬ 
ter. it sliall be labeled in accordance with 
the requirements prescribed by 9 1.106(c) 
of this chapter, issued under section 502 
(f» of the act. 


d. In 9 146a. 100 by adding a new para¬ 
graph <c>: 

g I 16a. KM) Itcn/atbific penicillin G in 
oil. 

• • • • • 

(c> If it is packaged for dispensing and 
intended solely for veterinary use. It 
shall be labeled In accordance with the 
requirements of 9 148.3 of this chapter. 


except that in lieu of the requirements 
of 9 148.3(a)(1) of this chapter, it shall 
be labeled in accordance with the require¬ 
ments prescribed by 9 1.108(c) of this 
chapter, issued under section 502(f) of 
the act. 

e. In 9 146a.l01(a) by Inserting the 
following in reserved subparagraph (3»: 

g 116a. 101 Benzathine penicillin G And 
procaine penicillin G in oil. 

(a) • • • 

(3) If ills packaged for dispensing and 
intended solely for veterinary use. it shall 
be labeled in accordance with the re¬ 
quirements of 9 148.3 of this chapter, 
except that In lieu of the requirements 
of 9 148.3(a)(1) of this chapter, it shall 
be labeled in accordance with the re¬ 
quirements of 9 1.106(c) of this chapter, 
issued under section 502(f) of the act. 


f. By revising 9 146a.ll0 to read as 
follows: 

§!46n.ll0 Benzathine penicillin G In 
streptomycin »ulfate volution, veter¬ 
inary ; benzathine penicillin G in di¬ 
ll ydroAtrcptomyein milfate flotation, 
veterinary (benzathine penicillin G 
in cry»talline dihydro»trrptomyrin 
aulfate flotation, veterinary). 

Benzathine penicillin G in streptomy¬ 
cin sulfate solution, veterinary, and 
benzathine penicillin O in dihydrostrep¬ 
tomycin sulfate solution, veterinary, 
conform to all requirements and are 
subject to all procedures prescribed by 
9 146a.67 for procaine penicillin in 
streptomycin sulfate solution, veterinary, 
and procaine penicillin in dihydros trep- 
tomycin sulfate solution, veterinary, ex¬ 
cept that: 

(a) Benzathine penicillin G is used in 
lieu of procaine penicillin. The benza¬ 
thine penicillin G used conforms to the 
requirements of 9 146a.68(a). 

(b) It shall be labeled in accordance 
with the requirements of 9 148.3 of this 
chapter, except that in lieu of the re¬ 
quirements of 9 148.3(a)(1) of this chap¬ 
ter. it shall be labeled in accordance 
with the requirements of §1.106(0 of 
this chapter, issued under section 502(f) 
of the act. 

(c) Its label and labeling shall bear 
the statement “Warning—not for use in 
animals raised for food production/* 

Data supplied by the manufacturer 
concerning the subject antibiotic drugs 
have been evaluated. Since the condi¬ 
tions prerequisite to providing for certi¬ 
fication have been complied with and 
since it is In the public interest not to 
delay In so providing, notice and public 
procedure and delayed effective date are 
not prerequisites to this promulgation. 

Effective date. This order shall become 
effective upon publication in the Fed¬ 
eral Register (12-22-71). 

(See. 512(1). (n). 82 Stat. 347. 350: 21 US.C. 
360b(t) (n)) 

Dated: December 10.1971. 

C. D. Van Houweling. 

Director. 

Bureau of Veterinary Medicine. 

(FR Doc.71-18648 Filed 12-21-71 ;8 50 am| 
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Title 40—PROTECTION 
OF ENVIRONMENT 

Chapter I—Environmental Protection 
Agency 

SUBCHAPTER E—PESTICIDE PROGRAMS 

PART 180—tolerances and ex¬ 
emptions FROM TOLERANCES FOR 
PESTICIDE CHEMICALS IN OR ON 
RAW AGRICULTURAL COMMODI¬ 
TIES 

Subpart D—Exemptions From 
Tolerances 

Certain Inert Ingredients in Pesticide 
Formulations 

In response to the notice published in 
the Federal Register of December 8, 
1970 (35 F.R. 18622), proposing that 
l 180.1001 (c) and <d) be amended to 
exempt certain additional Inert ingredi¬ 
ents from the requirement of a tolerance 
when used in pesticide formulations, 12 
manufacturers submitted comments. No 
requests were received for referral of the 
proposal to an advisory committee pur¬ 
suant to section 408(e) of the Federal 
Food. Drug, and Cosmetic Act. The com¬ 
ments questioned the absence of certain 
items from the list and the need for limit¬ 
ing the use of some inert Ingredients to 
the time before the crop emerges from the 
soil. 

Having considered the comments re¬ 
ceived and other relevant Information, it 
is concluded that the proposal should be 
adopted as set forth below. Some of the 
proposed items have been changed; the 
misspelling of one, epichlorohydrin. has 
been corrected: three new items, wheat 
starch, calcium citrate, and 1,1,1-tri- 
chloroethane, have been added to the list 
of items In the table in S 180.1001(c); 
and two items, magnesium sulfate and 
monochlorobenzene, have been deleted 
from the order because they have alheady 
been exempted from the requirement of a 
tolerance by another order. 

The precise status of any ingredient as 
being in the active or inert category can 
only be established in relation to in¬ 
dividual formulations, the primary toxi¬ 
cant Involved, and the particular uses 
which are specified. It is possible that 
some of the inert Ingredients being added 
to the two tables In 5 180.1001 could be 
considered active ingredients. Accord¬ 
ingly. the Introductory sentences of para¬ 
graphs (c) and (d) are revised by in¬ 
cluding the parenthetical statement “(or 
occasionally active)” after the word 
“Inert.” 

Section 121.102 Adjuran/* * for pesti¬ 
cide chemicals of the food additive regu¬ 
lations (21 CFR 121.102) exempts sub¬ 
stances listed in ) 180.1001(c) and (d) 
from the requirement of a food additive 
tolerance under section 409 of the act for 
use as adjuvants added to pesticides by 
growers or appllcotors prior to applica¬ 
tion to the raw agricultural commodity. 
Accordingly, the substances shown below 
arc exempted from such a food additive 
tolerance. 


Part 120. Chapter I, Title 21 was re¬ 
designated Part 420 and transferred to 
Chapter HI (36 P.R. 424). Subsequently, 
Part 420, Chapter HI. Title 21 was re¬ 
designated Part 180 and transferred to 
Subchapter E. Chapter I. Title 40 (36 F.R. 
22369). 

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 408(c), (e). 68 Stat. 512, 514; 21 
U8.C. 346a(c), (e)), the authority trans¬ 
ferred to the Administrator (35 FR. 
15623 1 , and the authority delegated by 
the Administrator to the Deputy Assist¬ 
ant Administrator for Pesticides Pro¬ 
grams of the Environmental Protection 
Agency (36 Pit. 9038); 


In* rt Ingredient* 


1. Section 180.1001 Is amended by re¬ 
vising the introductory sentence of 
paragraphs (c) and (d) and by alpha¬ 
betically Inserting in paragraphs «c) and 
(d) new items, as follows: 

§ 180.1001 Exemption* from tlie re¬ 
quirement of <i tolrmnre. 


(c) Residues of the following mate¬ 
rials are exempted from the requirement 
of a tolerance when used in accordance 
with good agricultural practice as inert 
(or occasionally active) ingredients in 
pesticide formulations applied to grow¬ 
ing crops or to raw agricultural com¬ 
modities after harvest: 


Limit* Um 


A ft lie anhydride... 
Ammonium oulfate. 
CftVlum citrate. 
Cnkium |i)it*plmU- 

a-OlltlloOr_ 

rilrua ronul . . 

Cod liver oil .... . 


• • 

Kolvrnt, cooolvrnt- 

• • 

Solid diluent, carrier 

• • 

Solid diluent, carrier 
• • 
Do. 

• • 

Do. 

• • 

Do. 

• • 

Solvent, rcwolvrnL 


Com meal.......... Solid diluent. carrier 


Com oil.... ^ _1!..’.. .'.. ... Solvent. coaolvmL 

• • • • • • 

DlnMtliylpol) dioiiuir (w drIn ft CM.UMd. ...- 

• • • • • • 

Ferric wUate... .......... . ..- 


tWoandiig agent. 


Flat. 
Fish oil 


iJydii»\>|woi’) ] nnrthykellttloae. 

• • • 

lard . ... . 

• • • 

Magnratuiti Clide. ..... 

• • • 

MafTMOtum fteorate. . 

• • • 

Oatmeal .. .. 

Oat* ... . 


Palmitic add.. 

• • • 

Poly avert red aodltun methacrylate. 

• • • 

Poturn]um chloride... 


Solid dllurnt. carrier 
Do. 

Solvent, ooiolvcnt 

• I 

Thickener. 

• • 

Solid diluent, carrier 

• • 
Do. 

Surfactant. 

Solid diluent. 

Do. 

• • 

. Diluent. 

• • 

pTI control. 

• • 

. Solid diluent, cnrrlrr 


1‘oUkwliun phnaptmtr.....- Buffer. 

Propionic add...-.*.. Catalyat. 


Pixpylenr glycol alginate (aa defined in | 121.I0IS).. 

• • • 

Sand .... 

• • • 

Sodium bicarbonate. .... . 

• • • 

Sodium chloride .... 


_Defaaming ageuL 


. Solid diluent, carrier 

• • 

Neutraliwr. 


... Solid diluent, carrier 


for bt tan fatty add calm (fatty act da limited to . 
Cat. Cm, Co, and C»i containing minor amount* 
of aoMictAted fatty aridf) and their poly(oiyethyh 
me) derivative; the poly(o*y*lhylene) content 
averager 10 20 avoko. 

• • • 

Soybean oil ...... 

SLarch (potato, Upftoav, and wheat) ... 

Stearic add .—....—.. 


Surfactant*, related adjuvant* of 
nufactoni*. 


1,1, l Trichloroeihane , 


X an than gum.. 


, Solvent, coaolvent. 
Solid diluent, carrier. 
Diluent. 

• • • 

So hint, coaolvmL 

• • • 

, Thickener. 
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2. To eliminate duplication and over* 
lapping when the above substances are 
added to the table In f 180.1001(c), the 
following item is deleted therefrom: 

Sorbilan fatty acid caters (fatty acids 
limited to Ca. Cu. C», and C» containing 
minor amounts of associated fatty acids) 
and their poly < oxyethy lene) derivatives; 
the poly(oxyethylene) content averages 
20 moles. 

3. Prior to publication of the afore¬ 
mentioned proposal, a request was sub- 


Any person who will be adversely af¬ 
fected by the foregoing order may at any 
time within 30 days after its date of pub¬ 
lication in the Federal Register file with 
the Objections Clerk. Environmental 
Protection Agency, Room 3175, South 
Agriculture Bundling. 12th Street and 
Independence Avenue SW., Washington, 
DC 20250. written objections thereto In 
qulntuplicate. Objections shall show 
wherein the person filing will be ad¬ 
versely affected by the order and specify 
with particularity the provisions of the 
order deemed objectionable and the 
grounds for the objections. If a hearing 
is requested, the objections must state 
the issues for the hearing. A hearing 
will be granted If the objections are sup¬ 
ported by grounds legally sufficient to 
Justify the relief sought. Objections may 
be accompanied by a memorandum or 
brief in support thereof. 

Effective date . This order shall become 
effective on its date of publication in the 
Federal Register (12-22-71). 

(8ec. 400 (0). <e), 08 8Ut. 512, 514; 21 U8.C. 
340a («>.<•)) 

Dated: December 13. 1971. 

William M. Upholt, 
Deputy Assistant Administrator 
for Pesticides Programs. 

| FR Doc.71-18528 Filed 12-21-71;8 45 am l 

Title 47—TELECOMMUNICATION 

Chapter I — Federal Communications 
Commission 

| Docket No. 18397; FCC 71-1234 J 

PART 0—COMMISSION 
ORGANIZATION 

PART 74— EXPERIMENTAL, AUXIL¬ 
IARY, SPECIAL BROADCAST AND 

OTHER PROGRAM DISTRIBU¬ 
TIONAL SERVICES 

CATV Systems 

Order . In the matter of amendment of 
Part 74, Subpart K, of the Commissions 


muted to amend { 180.1001 by extending 
the limits of the first Item “a-AlkyHC*- 
C n) - omega - hydroxypoly (oxyethylene) 
• • •" in the table in paragraph <d). 
Accordingly, 1180.1001(d) is amended by 
revising said item, as follows: 

g 180.1001 Exemption* from ihe re¬ 
quirement of a tolerance. 


(d) • • • 


rules and regulations relative to commu¬ 
nity antenna television systems; and 
Inquiry into the development of commu¬ 
nications technology and services to 
formulate regulatory policy and rule 
making and/or legislative proposals; 
Docket No. 18397. 

1. In the Third Report and Order in 
Docket No. 18397. FCC 71-1035. 32 FCC 
2d 13, released October 14.1971, the Com¬ 
mission adopted FCC Form 326, entitled 
“CATV Annual Financial Report.” The 
Commission previously Indicated in the 
reconsideration of the Report and Order 
in Docket No. 18802, FCC 71-311, 28 FCC 
2d 139, which concerned, inter alia, the 
adoption of an annual fee for cable tele¬ 
vision systems, that payment of this fee 
should accompany the filing of Form 326. 
Pending the adoption of that form, the 
Commission issued FCC Form 326-A, 
entitled “Computation of CATV Annual 
Fee,** to simplify calculation of the ap¬ 
propriate fee and fee collections (cable 
operators were requested to file the form 
with the appropriate fee attached). 1 

2. The Commission has determined 
that it would not be advisable to process 
financial data and fees via the same form, 
since different procedures and goals are 
involved in processing each of them. And 
we note that although annual fees arc 
due on or before April 1 of each year, only 
the annual financial reports of cable sys¬ 
tems which commenced operations on or 
after December 1. 1971, are due on 
April 1; reports for other systems may be 
filed within 90 days of the close of the 
system's fiscal year. Hence, we have con¬ 
cluded that the public Interest would be 
served by the continued use of FCC Form 
326-A to accompany payment of the 
cable television annual fee. instead of 
Form 326. 

3. We are modifying Form 326-A to 
provide for the attachment of preprinted 
information labels related to the recip¬ 
ient systems, and to delete instructions 
which applied only during the first year 
of implementation of the annual fee. 
Also, in view of the proprietary nature 
of the quarterly subscriber data requested 


* Public Notice. FCC 71-231. 28 FCC 2d 12. 


by Form 326-A, we are amending 
5 0.457(d) of the Rules to make it clear 
that the computation forms will not be 
routinely available for public inspection. 
Authority for adoption of rules necessary 
to implement this order is set forth tn 
sections 4 (i), (J), and (k), 303, and 403 
of the Communications Act of 1934. as 
amended. The necessary amendments to 
Part 0 and Part 74 of the Commission's 
rules are contained below. 

Accordingly , it is ordered . That, effec¬ 
tive January 21. 1972. Part 0 and Part 74 
of the Commission’s rules and regulations 
are amended as set forth below. 

(8ccs. 4. 303. 403. 48 8tat.. as amended, 1066. 
1082. 1094; 47 U0.C. 154. 303, 403) 

Adopted: December 8, 1971. 

Released: December 20, 1971. 

Federal Communications 
Commission, 1 

( SEAL 1 BKN F. WAPLE, 

Secretary . 

Part 0 and Part 74 of Chapter 1 of Title 
47 of the Code of Federal Regulations arc 
amended as follows: 

1. Section 0.457(d)(1) is amended by 
adding subparagraph (Iv) as follows: 

§ 0.457 Record* not routinely available 
for public inspection. 

(d) • • • 

<i) • • • 

(iv) Annual fee computation forms 
submitted for cable television systems 
pursuant to 4 74.1125 of this chapter. 

2. Section 74.1125 is added to Part 74, 
to read as follows: 

§ 74.1125 Computation of cable trlrv 
vuion annual fee. 

A “Computation of Cable Television 
Annual Fee” (FCC Form 326-A) shall be 
filed with the Commission for each cable 
television system, as defined in I 74.1101 
on or before April 1 of each year, for the 
preceding calendar year, to accompany 
payment of the cable television annual 
fee. See $! 1.1101 and 1.1116 of thU 
chapter. 

|FR Doc 71 18074 Filed 12-2I-71;8:47 am] 


Title 49—TRANSPORTATION 

Chapter III—Federal Highway Admin¬ 
istration, Department of Transpor¬ 
tation 

SUBCHAPTER B—MOTOR CARRIER SAFETY 
REGULATIONS 

| Docket No, MC-7. Notice No. 71-331 

PART 391—QUALIFICATIONS OF 
DRIVERS 

Drivers of Farm and Lightweight 
Vehicles 

On June 8. 1971, the Director of the 
Bureau of Motor Carrier Safety Issued 
a notice of proposed rule making, in 


* Commissioner Johnson concurring In part 
and dissenting In pArt, and Issuing s state¬ 

ment to be released at a later date. 


Inert ingredients 

Limit* 

Vtm 

®-A Iky 1 (CVC»«)'^«*^^‘ydr<nry -pcly (oiy ethyl wxO- 

mixture of dJ hydrogen pttosnhate and momv 
hydrogen phosphate f»ter» and the comopondlne 
ammonium. caU-ium. nuMrnaednm. wnnoethanoL 
amine, poumtiun, Kxltcnu, and lino mils of the 
phosphate raters’ the poly (oxyethy!mr) content 
avenges 3-30 mow*. 

• • • 

• • • 

_Surfactants, related adjuvant* of 

surfactant*. 

• • • 
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which he announced that he was con¬ 
sidering exempting drivers of certain 
farm and light vehicles from application 
ot some or all of the rules In Part 391 of 
the Motor Carrier Safety Regulations 
(30 f.R. 11223). The notice sought the 
comments of interested persons on the 
proposed amendments to the drivor- 
Qunllflcation rules. 

Over 5,500 comments were received. 
The Bureau has analyzed these com¬ 
ments as well as other relevant data. A 
large number of comments came from 
individual fanners who are evidently 
misinformed about the nature and pur¬ 
port of the driver-qualification regula¬ 
tions. They do not apply and have never 
applied, to operations which are wholly 
intrastate or to the use of light trucks 
lor personal trips. The substance of com¬ 
ments from farmers and organizations 
representing farm and allied interests 
which dealt with the impact of the regu¬ 
lations on farmers who operate commer¬ 
cial motor vehicles in interstate or for¬ 
eign commerce as private carriers will 
be discussed in more detail below. 

In the notice, the Director proposed 
to institute a blanket exemption for 
drivers of vehicles weighing 10,000 
pounds or less when loaded. Comments 
from the for-hlre segment of the truck¬ 
ing industry voiced considerable opposi¬ 
tion to this aspect of the proposal. It 
was noted that lightweight vehicles rep¬ 
resent a large proportion of the fleet 
operated by that segment of the industry, 
and that a blanket exemption would put 
pressure on carriers to utilize otherwise 
unqualified people to drive lightweight 
vehicles. A trade association of private 
carriers reported that a survey of its 
membership showed that 40 percent of 
the private carriers who responded op¬ 
posed institution of an across-the-board 
exemption for drivers of vehicles with a 
gross weight of 10,000 pounds or less. 

On the other hand, carriers engaged in 
the movement of passenger cars under 
their own power argued persuasively that 
their operations pose no more significant 
a risk to the public safety than normal 
passenger car driving, and that they 
should not be burdened with compliance 
with rules designed to cover drivers of 
heavier vehicles. Farmers, also, felt that 
movements of their products and sup¬ 
plies in lightweight vehicles should be 
exempted. Finally, there were comments 
from public utilities, construction com¬ 
panies, and other firms that use light 
trucks as adjuncts of their businesses, 
who said that the existing minimum age 
requirement <21 years old or older > made 
it difficult for them to hire and train 
younger employees. 

In response to these comments, and In 
light of the Bureau's consideration of 
the Issues Involved, the Director is limit¬ 
ing the blanket exemption to drivers 
of passenger cars (except taxicabs) and 
to drivers of lightweight vehicles used 
for transporting agricultural products 
or supplies. The minimum age for drivers 
of other lightweight vehicles has been 
reduced to 18. The lightweight-vehicle 
exemptions do not apply to drivers who 
transport passengers for hire or who 


transport hazardous materials. There 
were no substantial objections to these 
conditions as they appeared in the pro¬ 
posal. and they are therefore being 
retained. 

The Director has Instituted a number 
of other exemptions for drivers of motor 
vehicles controlled and operated by 
farmers. As was the case in the proposal, 
the primary mechanism for accomplish¬ 
ing this objective is the definition of a 
“farm vehicle driver.” The new rules 
Incorporate two major changes from the 
version of the definition as it appeared 
in the notice of proposed rule making. 
First, f 391.3(d)(2) lias been modified 
so that drivers who transport agricul¬ 
tural products would not lose their ex¬ 
empt status merely because their trips do 
not originate or terminate at a farm. 
Agricultural groups, supported by the 
Department of Agriculture, sought this 
change so that a farmer could transport 
his products to market under the ex¬ 
emption even though there is a break in 
the transportation. As the language novr 
appears, a farm vehicle driver would be 
exempt from application of the driver- 
qualification rules even though the 
movement originates from a storage 
point, warehouse, or processing plant. 
The second significant change has been 
a modification of the 150-mllc limita¬ 
tion on the range of farm vehicle drivers. 

S 391.3(d)(5) has been changed so that 
the limitation Is inapplicable to drivers 
of vehicles weighing less than 10,000 
pounds when loaded. In addition, bee¬ 
keepers who must make long-distance 
seasonal movements, and who would suf¬ 
fer unusual hardship under the 150-mllo 
limitation, have been granted a blanket 
exemption covering those seasonal move¬ 
ments. Although other segments of farm¬ 
ing sought total removal of the 150-mlle 
limitation, there was no showing that It 
would work specific and undue hardships 
on their activities to require the use of 
qualified drivers to operate heavy ve¬ 
hicles over long distances. 

The exemption for drivers of vehicles 
used to transport farm harvesting ma¬ 
chinery has been expanded to apply 
also to the transportation of custom- 
harvested crops to storage or market. 
The language of the exemption has been 
modified to make it clear that primary 
movements of harvesting equipment 
(e.g.. from factories or dealers) are not 
exempt. The Intention here is to grant 
exemption only to drivers engaged in so- 
called custom-harvesting operations. A 
request to extend the exemption to other 
custom farm operations has been de¬ 
nied ; there was no showing that persons 
engaged in those operations would suffer 
the same degree of hardship as custom 
harvesters if their drivers were required 
to be fully qualified. 

A number of editorial changes have 
been made for the purpose of improving 
clarity and organization of the rules. 

In consideration of the foregoing. Part 
391 of the Motor Carrier Safety Regula¬ 
tions (Subpart B of Chapter HI in title 
49. CFR) is amended as set forth below. 

Since these amendments relieve re¬ 
strictions and because it is desirable that 


they take effect on the date the present, 
limited, exemption for farm vehicle driv¬ 
ers expires, there is good cause to make 
them effective less than 30 days after 
their publication. These amendments are 
effective on January 1,1972. 

(Sec. 204. Interstate Commerce Act. 49 TJB.C. 
304. sec. 0. Department of Transportation 
Act. 49 CFR 1656. delegations of authority at 
49 CFR 1 48 and 389 4) 

Issued on December 17,1971. 

Roberta. Kaye. 

Director . 

Bureau of Motor Carrier Safety. 

I. Section 391.2 is revised to read as 
follows: 

§391.2 General exemption*. 

(a) Intracity operations. The rules in 
this part do not apply to a driver wholly 
engaged In exempt Intracity operations 
as defined in $ 390.16 of this chapter. 

<b) Passenger car operations . The 
rules in this part do not apply to a driver 
who drives only a motor vehicle that— 

(1) Is a passenger-carrying vehicle 
built on a passenger car chassis with a 
seating capacity of 10 or less persons. In¬ 
cluding the driver: and 

(2) Is not transporting passengers for 
hire; and 

(3) Is not transporting hazardous ma¬ 
terials of a type or quantity that requires 
the vehicle to be marked or placarded in 
accordance with $ 177.823 of this title, 

(c) Certain farm vehicle drivers. The 
rules in this part do not apply to a farm 
vehicle driver except a farm vehicle 
driver who drives an articulated (com¬ 
bination) motor vehicle that has a gross 
weight, including its load, of more than 
10,000 pounds. I For limited exemptions 
for farm vehicle drivers of heavier ar¬ 
ticulated vehicles see $ 391.67.) 

id) Farm custom operations. The 
rules In this part do not apply to a driver 
who drives a motor vehicle controlled 
and operated by a person engaged in 
custom-harvesting operations, if the ve¬ 
hicle Is used to— 

(1) Transport farm machinery, sup¬ 
plies, or both, to or from a farm for 
custom-harvesting operations on a farm; 
or 

i2) Transport custom-harvested crops 
to storage or market. 

(e) Apiarian industries. The rules in 
this part do not apply to a driver who is 
operating a motor vehicle controlled and 
operated by a beekeeper engaged In the 
seasonal transportation of bees. 

II. Section 391.3 Is amended by adding 
a new paragraph (d> at the end thereof, 
reading as follows: 

§ 391.3 Definition*. 

• • • • • 
id) The term “farm vehicle driver" 
mean s a person who drives only a motor 
vehicle that Is— 

(1) Controlled and operated by a 
former: and 

(2) Being used to transport either— 
(i) Agricultural products: or 

ill) Farm machinery, farm supplies, 
or both, to or from a farm; and 


No 246—Pt 


FEDERAL REGISTER, VOL 36, NO. 246—WEDNESDAY, DECEMBER 22, 1971 




24220 

(3» Not being used in the operations of 
a common or contract carrier; and 

(4) Not carrying hazardous materials 
of a type or quantity that requires the 
vehicle to be marked or placarded in ac¬ 
cordance with $ 177.823 of this title; and 

(5) Either— 

<i) A vehicle having a gross weight, 
including its load, of 10.000 pounds or 
less: or 

(ii) A vehicle being used within 150 
miles of the farmer’s farm. 

in. The introductory phrase of 
1391.11(b) is amended to read as fol¬ 
lows: 

§ 391.1 1 Otinli firulion of driven. 

(a) • • • 

<b> Except as provided in subpart G 
of this part, a person is qualified to drive 
a motor vehicle if he— 


IV. The heading of Subpart G is 
amended to read as follows: 

Subpart G— Limited Exemptions 

V. A new 4 391.62 Is added to Sub¬ 
part G. reading as follows: 

§ 391.62 Drivrm of certain lightwciglit 
vehicle*: minimum ngc. 

A person who is 18 years of age or older 
and who is otherwise qualified to drive a 
motor vehicle under the rules in this port 
may drive a motor vehicle that— 

<a) Has a gross weight, including its 
load, of 10.000 pounds or less; and 

<b> Is not transporting passengers for 
hire; and 

(c) Is not transporting hazardous ma¬ 
terials of a type or quantity that requires 
the vehicle to be marked or placarded in 
accordance with 4 177.823 of this title. 

{39111(b)(1) (relating to minimum age 
of drivers* does not apply to that 
person. 

VI. Section 391.67 is revised to read as 
follows: 

g 391.67 Driver* of nrlirulalrtl (combi- 
nalion) farm vehicle*. 

The following rules in this part do not 
apply to a farm vehicle driver (as defined 
in { 391.3(d)) who is 18 years of age or 
older and who drives an articulated 
motor vehicle: 

(a) Subparagraphs (1). (8). (10), 

(11). and <12) of 1391.11(b) (relating 
to driver qualifications In general). 

<b) Subpart C (relating to disclosure 
of. investigation Into, and Inquiries about 
the background, character, and driving 
record of. drivers). 

<c> Subpart D (relating to road tests 
and written examinations). 

<d) So much of H 391.41 and 391.45 as 
require a driver to be medically exam¬ 
ined and to have a medical examiner’s 
certificate on his person before Janu¬ 
ary 1. 1973. 

(e) Subpart P (relating to mainte¬ 
nance of files and records). 

| FR Doc 71-18080 Piled 12-21-71:8:51 ami 
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Title 50—WILDLIFE AND 
FISHERIES 

Chapter 1—Bureau of Sport Fisheries 
and Wildlife, Fish and Wildlife 
Service, Department of the Interior 

PART 28—PUBLIC ACCESS, USE AND 
RECREATION 

Missisquoi National Wildlife Refuge, 

Vermont 

The following special regulation Is 
issued and is effective on date of publica¬ 
tion in the Federal Register (12-22-71). 

§ 28.28 Special regulation*, public ac¬ 
re**, iim% and recreation; for indi¬ 
vidual Hildlife refuge area*. 

Vermont 

MISSISQUOI NATIONAL WILDLIFE REFUGE 

Travel by motor vehicle or on foot Is 
permitted on designated travel routes 
for the purpose of nature study, photog¬ 
raphy. hiking, and sightseeing, during 
daylight hours. Pets are permitted on a 
leash not over 10 feet in length. Pic¬ 
nicking Is permitted in designated areas 
where facilities are provided. Launching 
of boats and parking of boat trailers is 
permitted in designated areas. Pishing 
and hunting may be permitted under 
special regulations. 

The refuge area, comprising 4.680 
acres. Is delineated on maps available at 
refuge headquarters and from the Re¬ 
gional Director, Bureau of Sport Fish¬ 
eries and Wildlife, Post Office and Court¬ 
house, Boston, Mass 02109. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern recreation on wildlife refuge 
areas generally, which are set forth in 
Title 50, Code of Federal Regulations, 
Part 28. and are effective through De¬ 
cember 31. 1972. 

EDwrN H. Chandler. 

Refuge Manager . 

December 14, 1971. 

|FR Doc.71-18634 FUod 12-2I-71;8:45 amj 


PART 33—SPORT FISHING 

Bosque del Apache National Wildlife 
Refuge, N. Mex. 

The following special regulations are 
issued and arc effective on date of 
publication In the Federal Register 
(12-22-71). 

§ 33.3 Special rcRululinn*: *pnrt (idl¬ 
ing; for individual wildlife refuge 
area*. 

New Mexico 

BOSQUE DEL APACHE NATIONAL WILDLIFE 
REFUGE 

Sport fishing on the Bosque del Apache 
National Wildlife Refuge, N. Mex. is per¬ 
mitted in areas open to public use. These 
open areas, comprising 1.800 acres, are 
delineated on maps available at refuge 


headquarters, San Antonio, N. Mex., and 
from the Regional Director, Bureau of 
Sport Fisheries and Wildlife. Post Office 
Box 1306, Albuquerque. NM 87103. Sport 
fishing shall be in accordance with all 
applicable State regulations subject to 
the following special conditions: 

(1) The open season for sport fishing 
on the refuge is as follows: 

Unit 18 a, b. c, and d and Unit 15b 
all year round from dawn till dusk 

All units designated as open, including 
Units 18 a, b, c. and d and Unit 15b. 24 
hours a day from May 1 to September 30. 

(2) The use of boats or floating devices 
is not permitted. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern fishing on wildlife refuge areas 
generally, which are set forth in Title 50. 
Code of Federal Regulations. Part 33 
and are effective through March 31. 
1973. 

Richard W. Rigby, 
Refuge Manager , Basque del 
Apache National Wildlife 
Refuge . San Antonio. N. Mez. 

December 14, 1971, 

|FR Doc.71-18882 Filed 12-21-71:8:49 


Title 32A—NATIONAL DEFENSE. 
APPENDIX 

Chapter X—Office of Oil and Gas, 
Department of the Interior 

(Oil Import Regulation 1 (Rev. 5), Arndt. 37| 

Ol REG. 1—OIL IMPORT REGULATION 

Miscellaneous Amendments— Oil 
Imports 

This amendment 37 amends sections 9. 
10. 11. 13. 15, 21, 22, 28, and 30 of Oil 
Import Regulation 1 (Revision 5). 

The amendments to sections 9, 10, and 
11 provide for allocations to petrochemi¬ 
cal plants and refiners in Districts I-IV 
and in District V for the allocation period 
beginning January 1, 1972. Paragraph 
<c) of section 9 (allocations to petro¬ 
chemical plants) has been amended to 
make it clear that the certification re¬ 
quired in the second sentence pertains 
only to the additional unfinished oils 
which a person is permitted to import 
above the stated limits. In section 10 
(allocations to refiners in Districts I-IV) 
and in section 11 (allocations to refiners 
In District V), while there have been 
minor changes in the percentages in the 
increments of the graduated scale in each 
section, the proportionate relation among 
the percentages in each scale Is substan¬ 
tially unchanged. The proposal, published 
In the Federal Register for Septem¬ 
ber 21. 1971 (36 F R. 18750), to adopt a 
two step graduated scale in section 10 , 
was, after consideration of the com¬ 
ments, not adopted. The changes in sec¬ 
tions 10 and 11 were required because of 
the difference in the amounts of imports 
available for allocation. In view' of tbe 
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fact that no significant changes have 
been made in sections 9. 10, or 11 and of 
the necessity to make allocation and issue 
licenses before January 1, 1972. it has 
teen determined that it is unnecessary to 
clvc notice of proposed rulemaking re- 
acting, or to delay the effective date of, 
the amendments to these sections. 

The amendment to section 13 provides 
an allocation of finished products to the 
Department of Defense for the next allo¬ 
cation period. The new paragraph <e) 
added to section 15 (allocations of crude 
oil and unfinished oils—Puerto Rico) 
implements the provisions of amendatory 
Proclamation 4092, providing that no 
penalties be incurred for shipments of 
No. 2 fuel oil from Puerto Rico within a 
stated amount: the new paragraph (e) 
follows the proposal published in the 
Federal Register for November 20, 1971 
(36 PR. 22163). 

paragraph <e) of section 21 has been 
amended to make available to the Oil 
Import Appeals Board for the next allo¬ 
cation period Imports of crude oil, un¬ 
finished oils and finished products of 35.- 
000 barrels daily in Districts I-IV and 
5.000 barrels daily in District V. 

In the Federal Register for Septem¬ 
ber 21, 1971 (36 F.R 18750), a proposal 
was published to amend paragraph <k) of 
section 22 of Oil Import Regulation 1 
(Revision 5), as amended, defining '‘re¬ 
finery Inputs," to specify the extent and 
nature of processing which unfinished 
oils imported pursuant to an allocation 
must undergo before such imported un¬ 
finished oils would qualify as “refinery 
inputs** as a basis for making allocations. 
Fifteen timely comments with respect to 
the proposed rule making were received. 
Six comments favored the proposal as 
written; one recommended that the ex¬ 
isting definition be maintained, noting 
that the new proposal was too restrictive. 
Of the remaining eight, two endorsed 
the proposal, but all suggested modifi¬ 
cations to define even more specifically 
the extent and nature of the processing. 
All comments were carefully considered, 
and paragraph <k> of section 22 has been 
amended along the lines of the proposal, 
after a revision of the proposed provision 
in the interest of clarity and specificity. 
Paragraph (k) of section 22, as amended, 
will be effective with respect to the "in¬ 
put year" October 1, 1971 through Sep¬ 
tember 30,1972. and for succeeding years. 

Paragraph (a) of section 28 (alloca¬ 
tions of low sulphur residual fuel oil— 
District V) has been amended to make 
it clear that (except with respect to im¬ 
portation from foreign trade zones) the 
Mellon Includes Imports of low sulphur 
crude oil which is to be used os fuel with¬ 
out further processing other than by 
blending by mechanical means. Such oil 
is residual fuel oil* within the definition 
set forth in clause (7) of section 22 of Oil 
Import Regulation 1( Revision 5). 

In the Federal Register of Novem¬ 
ber 20. 1971 (36 F.R. 22163), notice was 
given of a proposal for allocation of No. 
2 fuel oil into District I to independent 
deepwater terminal operators of 45,000 
birrels per day for the allocation period 


January' 1. 1972 through December 31. 
1972. and for succeeding allocation 
periods. Comments were received from 13 
persons, and all comments were con¬ 
sidered and evaluated. Pursuant to the 
comments, subparagraph (c)(1) (11) and 
subparagraph (f)(3) were revised to 
refer specifically to holders of allocations 
under section 9, 10. or 25. and the pro¬ 
visions of pargraph (h) respecting ex¬ 
changes of crude oil for No. 2 fuel oil 
have been clarified. With the addition of 
some editorial changes and the correction 
of inadvertent errors, section 30 has been 
amended as proposed. 

Accordingly, sections 9, 10. 11, 13. 15. 
21. 22, 28, and 30 of Oil Import Regula¬ 
tion 1 (Revision 5) are amended as set 
forth below. This Amendment 37 shall be 
effective immediately. 

Hollis M. Dole, 

Assistant Secretary of the Interior. 

December 20. 1971. 

I concur: December 20,1971. 

O. A. Lincoln. 

Director , 

Office of Emergency Prepared¬ 
ness. 

1. Section 9 of Oil Import Regulation 1 
(Revision 5), 36 FR. 1476, 1898. is 
amended to read in its entirety as 
follows: 

See. 9 Allocntiom; petrochemical pLunU; 

District* I-IV, District V. 

(a) For the allocation period Janu¬ 
ary 1. 1972 through December 31. 1972. 
each eligible person with a petrochemical 
plant in Districts I-IV shall receive an 
allocation of imports of crude oil and 
unfinished oils equal to the average bar¬ 
rels per day of petrochemical plant inputs 
to his petrochemical plants in these dis¬ 
tricts during the year ending Septem¬ 
ber 30, 1971, multiplied by 11.2 percent. 

(b) For the allocation period Janu¬ 
ary 1. 1972 through December 31, 1972. 
each eligible person with a petrochemical 
plant in District V shall receive an allo¬ 
cation of imports of crude oil and un¬ 
finished oils equal to the average barrels 
per day of petrochemical plant Inputs to 
his petrochemical plants in this district 
during the year ending September 30. 
1971. multiplied by 11.9 percent. 

(c) No allocation for Districts I-IV 
made pursuant to this section or section 
25 shall entitle a person to a license which 
will allow the importation of unfinished 
oils in excess of 15 percent of the allo¬ 
cation. and no allocation for District V 
made pursuant to this section or section 
25 shall entitle a person to a license which 
will allow the importation of unfinished 
oils in excess of 25 percent of the alloca¬ 
tion. However, a person obtaining an allo¬ 
cation of Imports of crude oil and un¬ 
finished oils pursuant to this section or 
section 25 may petition the Director to 
adjust the percentage of imports of un¬ 
finished oils upward to 100 percent of 
such person*8 allocation if the petitioner 
certifies that the additional imported un¬ 
finished oils will not be exchanged, that 
the additional unfinished oils will be 
processed entirely In the petitioner's own 
petrochemical plant, and that more than 


50 percent of the yields <by weight > from 
the unfinished oils will be petrochemicals 
or that more titan 76 percent (by weight • 
of recovered product output will consist 
of petrochemicals. 

(d> No allocation made pursuant to 
this section may be sold, assigned, or 
otherwise transferred. 

2. Section 10 of Oil Import Regulation 
1 (Revision 5). 36 F.R 52, 16659, 17346, 
is amended to read in its entirety as 
follows: 

Sec. 10 Allocation*; refiner*; District* 

I-IV. 

<a> For the allocation period Janu¬ 
ary 1. 1972 through December 31. 1972, 
the Director shall allocate, as provided 
in paragraph (b) of this section, ap¬ 
proximately 657.000 b/d of imports of 
crude oil into Districts I-IV among eligi¬ 
ble persons having refinery capacity in 
these districts. 

<b> Each eligible applicant shall re¬ 
ceive an allocation of imports of crude 
oil based on refinery' Inputs for the year 
ending September 30, 1971, and com¬ 
puted according to the following sched¬ 
ule: 


Avernff b/d Input 

Percent 
of Input 

NuiuN-r 
of day * 

O 10,000_ 

10-30.000. 

30-100,000_ 

100,000 pJ M _ 

If m.t 

H ti 

J X *na 

(c) Under an allocation made pur¬ 
suant to paragraph <b) of this section, 
unfinished oils may be imported, but lm- 


ports of such oils shall not exceed 15 
percent of the allocation. Within such 
15 percent, a maximum quantity of im¬ 
ports not exceeding 1 percent of the total 
allocation may be imported in the form 
of finished products, provided that prior 
written notification is given to the Di¬ 
rector of each entry proposed to be made. 
Finished products imported pursuant to 
this paragraph may not be exchanged. 

<d) No allocation made pursuant to 
this section may be sold, assigned, or 
otherwise transferred, and except as this 
regulation may provide otherwise, no li¬ 
cense issued under such an allocation 
shall permit the importation of Canadi¬ 
an imports as defined in section 1A of 
Proclamation 3279, as amended. 

3. Section 11 of Oil Import Regulation 
1 (Revision 5), 36 F.R 4982, 16659. is 
amended to read as follows: 

See. 11 VIIcx-iilion*; refiner*? DiMrkl V. 

(a) For the allocation period Janu¬ 
ary 1. 1972 through December 31. 1972. 
the Director shall allocate, as provided 
in paragraph (b) of this section, ap¬ 
proximately 270.000 b/d of imports of 
crude oil into District V among eligi¬ 
ble persons having refinery capacity in 
that district. 

(b) Each eligible applicant shall re¬ 
ceive an allocation of imports of crude 
oil based on refinery inputs for the year 
ending September 30, 1971. and com¬ 
puted according to the following sched¬ 
ule: 
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Arrrajpr b/4 Input 

Pcrwnt 

Number 

of Input 

of day* 

f» 10,000___1 

, | 67* 1 

306 

14> 30,000_.}> 

:{ 169 \x 

;<o,ooo pifi*_1 

l 5.6 1 



(c» Under an allocation made pursuant 
to paragraph (b) of this section, unfin¬ 
ished oils may be imported, but imports 
of such oils shall not exceed 25 percent 
of the allocation. Within such 25 percent, 
a maximum quantity of imports not ex¬ 
ceeding 1 percent of the total allocation 
may be imported in the form of finished 
products, provided that prior written 
notification is given to the Director of 
each entry proposed to be made. Finished 
products imported pursuant to this para¬ 
graph may not be exchanged. 

<d> No allocation made pursuant to 
this section may be sold, assigned, or 
otherwise transferred. 

4. Paragraph (a) of section 13 of Oil 
Import Regulation 1 (Revision 5). 36 
F.R. 52. is amended to read as follows: 

See. 13 FinUltrd product*. 

(a) For the allocation period Jan¬ 
uary 1, 1972 through December 31, 1972. 
there is allocated to the Department of 
Defense 20.000 b/d of Imports of finished 
products into Districts I-IV and 7,500 
b/d of imports of finished products into 
District V. For the same allocation pe¬ 
riod. 15.000 b/d of finished products have 
been allocated pursuant to subparagraph 
(4> of paragraph (b) of section 3 of 
Proclamation 3279. as amended. 

• • • • • 

5. A new paragraph te>, reading as fol¬ 
lows. is added to section 15 of Oil Im¬ 
port Regulation 1 <Revision 5). 31 F.R. 
7745. 33 F.R. 3062: 

Set*. 15 \llocalioo* of rnide oil and tin- 
I t ft i died oil*—Puerto Itiro. 


<e> No person who manufactures in 
Puerto Rico No. 2 fuel oil from crude oil 
produced in the Western Hemisphere and 
who has an allocation under this section 
shall incur a reduction of an allocation 
pursuant to paragraph <b) of this sec¬ 
tion. or be deemed to haw violated a 
condition of an allocation, by reason of 
a shipment of such oil to a person who 
holds an allocation under section 30 of 
this regulation and who has relinquished 
an amount of the allocation equal to the 
amount to be shipped, so long as the total 
of all such shipments from Puerto Rico 
during a calendar year does not exceed 
an average of 5.000 barrels per day. Ship¬ 
ments of No. 2 fuel oil attributable to a 
person who holds an allocation under 
this section will be charged against the 
limitation of 5.000 b/d for a calendar 
year only to the extent that the total of 
shipments into Districts I-IV of unfin¬ 
ished oils and finished products (other 
than residual fuel oil to be used as fuel > 
attributable to such person during the 
c olendar year <1> exceeds the quantity of 
uch shipments in the year 1965. if the 
person holds an allocation under para¬ 
graph (a), or (2) exceeds the quantity 
of such shipments limited in his alloca¬ 


tion. if the person holds an allocation 
under paragraph (c) of this section. 

6. Paragraph <e> of section 21 of Oil 
Import Regulation l (Revision 5), 36 
Fit. 52, is amended to read as follows: 

Ser. 21 Appeal*. 


(e> For the allocation period Jan¬ 
uary 1. 1972 through December 31, 1972, 
35,000 b/d of imports into Districts I-IV 
of crude oil and unfinished oils (includ¬ 
ing Canadian imports as defined in sec¬ 
tion 1A of Proclamation 3279, as 
amended) and finished products and 
5,000 b/d of imports Into District V of 
crude oil, unfinished oils, and finished 
products arc made available to the Oil 
Import Appeals Board. 

7. Paragraph *k> of section 22 of Oil 
Import Regulation 1 (Revision 5), 36 
F.R. 52. is amended to read as follows: 

Sec. 22 Definition*. 


(kXi) Except as provided in sub¬ 
paragraph (2» of this paragraph, "re¬ 
finery' inputs” means feedstocks charged 
to refinery capacity and include only: 

(i> Crude oil, 

(ii) Unfinished natural gas products, 
and 

(Ui> Unfinished oils imported pursu¬ 
ant to an allocation if, and only if, (a) 
such imported unfinished oils are proc¬ 
essed in a distillation unit with a result¬ 
ing yield of at least two distinct finished 
products or unfinished oils, two of which 
must be equal to not less than 10 percent 
of the total charge of such imported un¬ 
finished oils to the distillation unit, or 
(b> such imported unfinished oils are 
subjected In catalytic or thermal con¬ 
version unite to such processes as alkyla¬ 
tion. coking, cracking, hydrofining, 
hydrodesulfurization. isomerization, 
polymerization, or reforming, or (c) 
such imported unfinished oils are proc¬ 
essed by dewaxing or deasphalting. Dif¬ 
ferent grades or specifications of finished 
products or unfinished oils will not con. 
stltute distinct finished products or un¬ 
finished oils for the purposes of sub¬ 
division <iiiMa> of this subparagraph. 

<2i "Refinery inputs’* do not include 
inputs of crude oil or unfinished oils 
Imported pursuant to paragraph (e), 
(f), or »h) of section 1A of Proclama¬ 
tion 3279. as amended, or. with respect 
to refinery inputs in District V, inputs 
of crude oil or unfinished oils imported 
pursuant to clause (4) of paragraph (a) 
of section 1 of Proclamation 3279. as 
amended. 


8. Paragraph (a) of section 28 of Oil 
Import Regulation 1 (Revision 5), 34 
F.R. 1138. is amended to read as follows: 

See. 28 Allocation* of law *ulphur re¬ 
sidual fuel oil—District V. 

(a> This section provides for the mak¬ 
ing of allocations of Imports into District 
V of low sulphur residual fuel oil to be 
used as fuel in District V. As used in this 
section 28. "low sulphur residual fuel oil" 
moans (1) residual fuel oil to be used as 


fuel which is manufactured or produced 
in a foreign area and which contains not 
more than five-tenths of one percent 
(0.5%) sulphur by weight, or (2) resi¬ 
dual fuel oil to be used as fuel which is 
manufactured by facilities in a foreign 
trade zone located in District V and which 
has a sulphur content not exceeding the 
percent by weight required by local gov¬ 
ernment requirements. 

9. Section 30 of Oil Import Regulation 
1 (Revision 5). 36 F.R. 52, is amended to 
read as follows: 


See. 30 Allocation* of No. 2 Fuel Oil_ 

District I. 


(a) For the purposes of this section 

(1) The term "No. 2 fuel oil” means a 
finished product which has the following 
physical and chemical characteristics 


Cloned cup fl&sb point ’P. 

Pour point *F_ 

Water and sediment, per¬ 
cent 

Carbon residue on 10 per¬ 
cent Realduum percent. 
Distillation temperature 
•F. 00 percent point. 
Viscosity. Say bolt Univer¬ 
sal Seconds at 100* P 
Orarity A PJ_ 


Minimum 100 
Maximum 20 
Maximum 0.10 

Maximum 0.36. 

Maximum 675 
Minimum 540 
Maximum 40 0 
Minimum 33 0 
Minimum 30 0. 


(2) The term "Western Hemisphere*’ 
means North America. Central America. 
South America, and the West Indies. 

(3) The term "deep water terminal" 
means a permanent land installation 
which: 

(i) Consists of bulk storage tanks hav¬ 
ing not less than 100.000 barrels of op¬ 
erational capacity, pumps and pipelines 
used for storage, transfer and handling 
of No. 2 fuel oil: 

(ii) Is on waterways that permit the 
safe passage to the installation of a 
tanker rated 15.000 cargo deadweight 
tons, drawing not less than 25 feet of 
water: and 

Oil) Has a berth that will permit the 
delivery of No. 2 fuel oil into the installa¬ 
tion by direct connection from a tanker 
rated at 15.000 cargo deadweight tons, 
drawing not less than 25 feet of water, 
and moored in the berth. Cargo dead¬ 
weight tons represent the carrying ca¬ 
pacity of a tanker, in tons of 2.240 
pounds, less the weight of fuel, water, 
stores and other Items necessary for use 
on a voyage. 

(4) The term "throughput agree¬ 
ment*’ means a written agreement which 
provides for the delivery to a deep water 
terminal by a person of No. 2 fuel oil 
which he owns at the time of delivery 
to the terminal and for a right in such 
person to withdraw on call an identical 
quantity of such oil from the terminal. 
Any transaction between persons involv¬ 
ing sales, purchases, or exchanges of 
No. 2 fuel oU which Vere designed to 
gain allocation benefits for a person who 
would not otherwise be eligible shall not 
be deemed to constitute a throughput 
agreement. 

(b) For the allocation period January 
1, 1972 through December 31. 1972. and 
in each succeeding allocation period. 
45,000 b/d of Imports of No. 2 fuel oil 
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which is manufactured In the Western 
Hemisphere from crude oil produced in 
the Western Hemisphere will be avail¬ 
able for allocation in District I to eligible 
persons having qualified terminal in¬ 
puts of No. 2 fuel oil in this district. 

( C ) (1) Except as provided In sub- 
paragraph (2) of this paragraph, a per¬ 
son shall be eligible for an allocation of 
imports into District I of No. 2 fuel oil 
under paragraph (e) of this section: 

U) If he is In the business in District 
I o*' selling No. 2 fuel oil and has under 
his management and operational control 
a deep water terminal which is located 
in District I and in which No. 2 fuel oil 
Is handled, or 

<li> If he is in the business in District 
I of selling No. 2 fuel oil and has a 
throughput agreement with a deepwater 
terminal operator in District I who docs 
not have a crude oil Import allocation in 
Districts I-IV under section 9,10. or 25 of 
this regulation. 

(2 > No person who has an allocation of 
imports into Districts I-IV of crude oil 


(2» The Director shall provide that 
each license Issued under an allocation 
made pursuant to this paragraph (e» 
shall expire on the last day (December 
31» of the allocation period. 

<f • (1) As used in this paragraph (f). 
“base period” means the 12-month pe¬ 
riod ending on September 30 preceding 
the commencement of the allocation pe¬ 
riod for which the allocation is to be 
made. 

(2) An eligible applicant may count as 
qualified terminal Inputs quantities of 
No. 2 fuel oil: 

<i> Which were delivered during the 
base period Into a deep water terminal 
in District I which was under his man¬ 
agement and operational control or Into 
a deep water terminal with which the 
eligible applicant had a throughput 
agreement before the oil was delivered, 
if he owned the oil when it was placed 
in the terminal and If the delivery con¬ 
stituted the first delivery of that oil to 
a deep water terminal Into District I; or 
<li> Which the applicant owned, sold 
to a Federal Agency or to an agency of a 


under sections 9. 10. or 25 of this regula¬ 
tion shall be eligible for an allocation 
under paragraph (e) of this section. 

<d) A person seeking an allocation for 
the allocation period beginning Janu¬ 
ary 1, 1972 under paragraph <e) of this 
section must file an application with the 
Director, on such form as he may pre¬ 
scribe. no later than seven days after pub¬ 
lication of this section in the Federal 
Register. The application shall disclose 
such Information as the Director may 
deem necessary in such detail as he may 
require. For succeeding allocation periods, 
applications shall be filed as required by 
section 5 of this regulation. 

(e> (1) For the allocation period Janu¬ 
ary 1. 1972 through December 31, 1972, 
and in each succeeding allocation period, 
each eligible applicant under this section 
shall receive an allocation of Imports 
into District I of No. 2 fuel oil which has 
been manufactured in the Western Hem¬ 
isphere from crude oil produced in the 
Western Hemisphere computed according 
to the following formula: 


State or a political subdivision of a 
State, and delivered during the base pe¬ 
riod to a deep water terminal In District 
I for the account of such agency, pro¬ 
viding such delivery constituted the first 
delivery of that oil to a deep water ter¬ 
minal In District I; or 

(111) Which was delivered to appli¬ 
cant's deep water terminal In District I 
as a first delivery into a deep water ter¬ 
minal In District I under a written 
agreement to purchase such oil and to 
which, pursuant to such agreement, the 
applicant took title, dinring the base pe¬ 
riod upon withdrawal by him from the 
terminal. 

(3) For the purpose of this paragraph 
(f). storage of No. 2 fuel oil at a refinery 
in which the oil was produced or deliv¬ 
ery of No. 2 fuel oil Into a deep water 
terminal under the management and 
operational control of a person who has 
an allocation of imports of crude oil Into 
Districts I-IV under section 9. 10. or 25 
shall not be deemed to be a first delivery 
to a deep water terminal in District I, 


(g> No allocation made pursuant to 
this section may be sold, assigned, or 
otherwise transferred. Except as pro¬ 
vided In paragraph <h> of this section, 
licenses issued under allocations made 
pursuant to tills section shall permit the 
importation only of No. 2 fuel oil which 
Is manufactured In the Western Hemi¬ 
sphere from crude oil produced in the 
Western Hemisphere. No. 2 fuel oil im¬ 
ported under an allocation made pursu¬ 
ant to this section or shipped from 
Puerto Rico to District I as provided in 
this section shall be sold for use as fuel 
in District L 

<h> A person holding an allocation 
under this section may obtain from the 
Director a license which will permit him 
to import crude oil produced In the 
Western Hemisphere Into Districts I-IV 
in a quantity not exceeding the amount 
of such allocation, upon a certification 
to the Director, in such form as he may 
prescribe, that the allocation holder has 
entered into an agreement with a re¬ 
finer In Districts I-IV under which the 
allocation holder will receive No. 2 fuel 
oil <in a ratio of not less than one bar¬ 
rel of No. 2 fuel oil for each barrel of 
crude oil) in exchange for such crude oil 
so that an amount of No. 2 fuel oil at 
least equal to that covered by the li¬ 
cense will be used In District I Any li¬ 
cense so issued shall be charged against 
the allocation made under this section. 

(i) A person who holds an allocation 
under this section and who wishes to ob¬ 
tain No. 2 fuel oil from Puerto Rico and 
to relinquish all or part of his allocation 
as provided in paragraph (e* of section 
15 of this regulation shall send the Di¬ 
rector a letter <1) setting forth the 
quantity of the shipment, the name of 
his supplier in Puerto Rico, and the an¬ 
ticipated date of purchase In or shipment 
from Puerto Rico, and <2> relinquishing 
an amount of his allocation equal to the 
amount of the shipment. The person’s 
license must accompany the letter. Up¬ 
on receipt of such a letter, the Director 
shall accordingly, reduce the person’s 
allocation, adjust and return the license, 
and notify the supplier that the action 
has been taken. However, the Director 
shall not act upon any such letter if 
such shipment from Puerto Rico would 
exceed the limitation of 5,000 b/d speci¬ 
fied in paragraph <e) of section 15. 

(FR Doc.71-18824 Filed 12-21-71:10:48 am) 


Applicant's qualified terminal Inputs (avg. b/d) for 
12-month period ending September 30 preceding 

allocation period X 45.000 avg Vd of No. 2 fuel oil. 

Avg b/d of all qualified terminal Inputs for 12-month 
period ending September 30 preceding allocation period 
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Proposed Rule Making 


DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 

Social Security Administration 
l 20 CFR Port 404 ) 

|R*gS No. 4] 

FEDERAL OLD-AGE, SURVIVORS, AND 
DISABILITY INSURANCE 

Notice of Proposed Rule Making 

Notice is hereby given, pursuant to 
the Administrative Procedure Act <5 

UB. C. 552 et seq.) that amendments to 
the regulations set forth In tentative 
form below are proposed by the Commis¬ 
sioner of Social Security, with the ap¬ 
proval of the Secretary of Health, Edu¬ 
cation, and Welfare. The proposed 
amendments in Implementation of cer¬ 
tain amendments to the Social Security 
Act made by Public Law 90-248 and title 
X of Public Law 91-172 update and ex¬ 
pand Subpart E and Subpart J of Regu¬ 
lations No. 4 to provide: 

1. Benefits payable to disabled widows 
and widowers are not reduced on account 
of earnings. 

2. Deduction from disabled widow’s 
and widower’s benefits because of re¬ 
fusal to accept vocational rehabilitation 
services. 

3. Revision of the annual earnings test 
rule. 

4. Revised penalty deduction rules for 
failure to file timely reports of certain 
events (i.e.. earnings over limitation 
amount, work outside the United States, 
and no child In care). 

5. Extension of time to file required 
reports of earnings for valid reason. 

6. Decision on extension of time to file 
earnings report Is not an initial determi¬ 
nation subject to administrative review 
processes. 

In addition to these major revisions, 
the proposed amendments make certain 
technical changes for clarification, re¬ 
vise cross-references, and update exam¬ 
ples of certain rules. 

Prior to final adoption of the proposed 
amendments, consideration will be given 
to any data, comments, or arguments 
pertaining thereto which are submitted 
in writing in triplicate to the Commis¬ 
sioner of Social Security. Department of 
Health, Education, and Welfare Build¬ 
ing. Fourth and Independence Avenue 

SW. . Washington, DC 20201, within a 
period of 30 days from the date of pub¬ 
lication of this notice in the Federal 
Register. 

Copies of all comments received in 
response to this notice will be available 
for public inspection during regular 
business hours at the Washington In¬ 
quiries Section, Office of Public Affairs, 
Social Security Administration, Depart¬ 
ment of Health, Education, and Welfare, 


North Building, Room 3193. 330 Inde¬ 
pendence Avenue SW„ Washington, DC 
20201 . 

The proposed amendments arc to be 
issued under the authority contained in 
sections 205 and 1102. 53 Stat. 1368. as 
amended. 49 Stat. 647. as amended; sec¬ 
tion 5 of Reorganization Plan No. 1 of 
1953, 67 Stat. 18, 631; 42 US.C. 405, and 
1302. 

Dated: October 20,1971. 

Robert M. Ball, 
Commissioner of Social Security . 

Approved; December 16. 1971. 

Elliot L. Richardson. 

Secretary of Health . 

Education . and Welfare . 

Regulations No. 4 of the Social Secu¬ 
rity Administration (20 CFR 404) are 
further amended as follows: 

1. Paragraph (a) of $ 404.415 is revised 

to read as follows: ✓ 

g 404.415 Deduction* bccau*e of rxrfM 
mminpt; annual earning* leal. 

<a) Deductions because of beneficiary*s 
earnings. Under the annual earnings 
test, deductions are made from monthly 
benefits (except disability insurance 
benefits, child's insurance benefits based 
on the child's disability, or widow's or 
widower's insurance benefits based on 
the widow's or widower's disability) pay¬ 
able to a beneficiary for each month in 
a taxable year beginning after Decem¬ 
ber 1954 in which the beneficiary Is under 
age 72 and to which excess earnings are 
charged under the provisions described 
in 8 404.434 or $ 404,444. 

• • • • • 

2. Paragraph (a) of 8 404.416 Is revised 
to read as follows: 

§ 104.116 Amount of deduction bccaunc 
of cxfcwi earning** 

(a) Taxable years beginning after 
December 1960. or ending after June 
1961 —(1) Deductions because of excess 
earnings of insured individual . For tax¬ 
able years beginning after 1960, or end¬ 
ing after June 1961, if excess earnings 
(as described in $$ 404,431. 404.432, and 
404.433) of an insured individual are 
chargeable under the annual earnings 
tost to a month, a deduction Is made from 
the total of the benefits payable to him 
and to all other persons entitled (or 
deemed entitled—sec $ 404.420) on his 
earnings record for that month. This de¬ 
duction is an amount equal to that 
amount of the excess earnings so 
charged. (See $ 404.434 concerning the 
manner of charging such excess 
earnings.) 

(2) Deductions because of excess earn¬ 
ings of other beneficiary. For taxable 
years beginning after 1960, or ending 
after June 1961, If benefits are payable 
to a person entitled (or deemed entitled— 


see $ 404.420) on the earnings record 
of the insured individual, and such per¬ 
son has excess earnings (as described in 
$$ 404.431, 404.432, and 404.433) charged 
to a month, a deduction is made from Ills 
benefits only for that month. This deduc¬ 
tion is an amount equal to the amount of 
the excess earnings so charged. <Seo 
$ 404.434 for charging of excess eamir.*':. 
where both the insured individual mid 
such person have excess earnings.) 

• • • • • 

3. Paragraph (a) of $ 404.417 is revised 
to read as follows: 

§ 101.-117 Deduction* l»wauv of nun. 
covered remunerative activity oaUidc 
the United States; 7-day work tevt. 

(a) Deductions because of individuals 
activity . Under the 7-day work test, a 
deduction is made from any monthly 
benefit (except disability insurance 
benefits, child's insurance benefits based 
on the child's disability, or widow's 
or widower's insurance benefits based 
on the widow's or widower’s disability) 
payable to an individual for each month 
in a taxable year beginning after Decem¬ 
ber 1954 in which he, while under age 
72, engages in noncovercd remunerative 
activity (see $ 404.418) outside the 
United States on seven or more different 
calendar days. This deduction is an 
amount equal to the benefit payable to 
the individual for that month. 


4. In $ 404.422, paragraphs (c) and 

(d) are revised and renumbered <d> and 

(e) and paragraph (c) is added to read 
as follows: 

8 104.422 Deduction* became of re¬ 
fusal to accept rehab tli la I km service*. 
• • • • • 

(c) Deductions because individual en¬ 
titled to widow's or widoiecr's insurance 
benefit based on disability refuses reha¬ 
bilitation services —(1) Widow's insur¬ 
ance beneficiary . A deduction is made 
from any benefits payable to an individ¬ 
ual entitled to a widow's insurance bene¬ 
fit based on disability for each month In 
which she is under age 60 and refuses 
without good cause to accept rehabilita¬ 
tion services available to her under a 
State plan approved under the Voca¬ 
tional Rehabilitation Act. 

(2) Widower's insurance beneficiarv- 
A deduction is made from any' benefits 
payable to an individual entitled to a 
widower's insurance benefit based on dis¬ 
ability for each month in which lie is 
under age 62 and refuses without good 
cause to accept rehabilitation services 
available to him under a State plan ap¬ 
proved under the Vocational Rehabilita¬ 
tion Act. 

(d) Amount of deduction. The amount 
deducted from an individual's benefit for 
a month under the provisions of para¬ 
graph (a), (b), or <c> of this section is an 
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amount equal to the benefit otherwise 
payable for that month. 

<e) Good cause for refusal of rehabili¬ 
tation services. An individual may refuse 
to accept rehabilitation services (for the 
purposes of paragraph (a), (b>, or <c) 
of this section > if his refusal Is based on 
good cause. For example, an individual 
has good cause for refusing rehabilitation 
services where: 

(1) The individual is a member or 
adherent of any recognized church or 
religious sect which teaches its members 
or adherents to rely solely. In the treat¬ 
ment and care of any physical or mental 
Impairment, on prayer or spiritual means 
through the application and use of the 
tenets or teachings of such church or 
sect: and 

(2) His refusal to accept rehabilita¬ 
tion services was due solely to his ad¬ 
herence to the teachings or tenets of his 
church or sect, 

5. Paragraph (a) of 8 404.428 Is re¬ 
vised to read as follows: 

§401.128 Earning* in a taxable year. 

(a> General. In applying the annual 
earnings test (see § 404.415(a)) under 
the provisions of this subpart, all of a 
beneficiary’s earnings (as defined in 
1404.429) for all months of his taxable 
year are included even though the In¬ 
dividual is not entitled to benefits during 
all months of his taxable year. The tax¬ 
able year of an employee is presumed to 
be a calendar year until it is shown to the 
satisfaction of the Administration that 
he has a different taxable year. A self- 
employed individual’s taxable year is a 
calendar year unless he has a different 
taxable year for the purposes of subtitle 
A of the Internal Revenue Code of 1954. 
In either case, the number of months in 
a taxable year is not affected by (1) filing 
a claim for social security benefits. (2) 
attainment of age 18. 22. 85. 72, or any 
other age, (3) marriage. (4) termination 
of marriage, or (5) adoption. A taxable 
year ends with the death of the bene¬ 
ficiary. In such a case, the month of 
death is included as a month of the de¬ 
ceased beneficiary's taxable year in de¬ 
termining whether the beneficiary had 
excess earnings as defined in 88 404.431, 
404.432, 404.433. and 404.444. 


6. Subparagraph (1) of paragraph (c) 
of 1404.429 is revised to read as follows: 

§404.429 Earning*; defined. 

• • • • • 

(c) Wooes defined. Wages include the 
gross amount of an Individual's wages 
rather than the net amount paid after 
deductions by the employer for items 
soch as taxes and insurance. For pur¬ 
poses of this section, an Individual’s 
wages are determined under the provi¬ 
sions of Subpart K of this part, except 
that, notwithstanding the provisions of 
Subpart K, wages also include: 

(1) Remuneration of over $7,800 in 
calendar years beginning with 1968, or 
over $6,600 in calendar years 1966 and 
1®67, or over $4,800 in a calendar year 
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1959 through 1965, or over $4,200 in a 
calendar year 1955 through 1958: and 
• • • • • 

7. After 8 404.429. new 8 404.431 is 
added to read as follows: 

§ 404.431 Exce** earning*; defined for 
taxable Tear* ending after December 

1967. 

For taxable years ending after 
December 1967, an Individual's excess 
earnings are the amount of his earnings 
(as described in 8 404.429) that exceed 
$140 times the number of months in his 
taxable year, except that his excess 
earnings do not Include an amount equal 
to one-half of the first $1,200 of sucli 
excess amount (or equal to one-half of 
the entire excess amount if such excess 
amount is less than $1,200). Where the 
excess amount so figured Is not a multiple 
of $1. it Is reduced to the next lower 
dollar. Thus, in the usual 12-month- 
taxablc-year case, an individual’s excess 
earnings are computed as follows: 

<a) $1 for each $2 of earnings over 
$1,680, up to and including $2,880; and 
<b> $1 for each $1 of earnings over 
$2,880. 

8. Section 404.432 is revised to read as 
follows: 


§ 404.432 Exrftii earning*; defined for 
taxable year* ending after December 
1965 and be fore January 1968. 

For taxable years ending after 
December 1965 and before January 1968, 
an individual’s excess earnings are the 
amount of his earnings (as described in 
8 404.429) that exceed $125 times the 
number of months in his taxable year, 
except that his excess earnings do not 
include an amount equal to one-half of 
the first $1,200 of such excess amount 
(or equal to one-half of the entire ex¬ 
cess amount If the excess is lees than 
$1,200). Where the excess amount so 
figured is not a multiple of $1, it is re¬ 
duced to the next lower dollar. Thus, in 
the usual 12-month-taxable-year case, 
an Individual's excess earnings are com¬ 
puted as follows: 

<a> $1 for each $2 of earnings over 
$1,500, up to And including $2,700: and 

(b) $1 for each $1 over $2,700. 

9. Paragraph (a) and subparagraph 

(3) of paragraph <b) of 8 404.434 are 
revised to read as follows: 

§ 404.431 ExcfM earning*: method of 
charging. 

(a) Months charged. For purposes of 
imposing deductions for taxable years 
after 1960, the excess earnings (as 
described in 88 404.431, 404.432, and 
404.433) of an Individual arc charged to 
each month beginning with the first 
month the individual is entitled in the 
taxable year in question and continuing, 
if necessary, to each succeeding month 
in such taxable year until all of the in¬ 
dividual’s excess earnings have been 
charged. Excess earnings, however, are 
not charged to any month described in 
88 404.435 and 404.436. 

(b) Amount of excess earnings 
charged. • • • 
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(3) Insured individual and person en¬ 
titled (or deemed entitled ) on his earn¬ 
ings record both have excess earnings. 
If both the Insured individual and a per¬ 
son entitled (or deemed entitled) on his 
earnings record have excess earnings <aa 
described in 85 404.431. 404.432. and 
404.433), the insured individual's excess 
earnings are charged first against the 
total family benefits payable (or deemed 
payable) on his earnings record, as de¬ 
scribed in subparagraph (1) of this para¬ 
graph. Next, the excess earnings of a 
person entitled on the insured indi¬ 
vidual’s earnings record are charged (as 
described In subparagraph (2) of this 
paragraph) against his own benefits, but 
only to the extent that his benefits have 
not already been charged with the excess 
earnings of the insured Individual. See 
f 404.441 for an example of this process 
and the manner in which partial 
monthly benefits arc apportioned. 

10. In 8 404.435. subparagraph (6) of 
paragraph (a) is revised, and new sub- 
paragraph (7) is added following sub¬ 
paragraph (6), and paragraph (d) is re¬ 
vised to read as follows: 

§401.435 Exrfflt earning*; month* to 
which pxrrsi earning* cannot he 
charged. 

(a) Taxable years ending after 196S. 
Notwithstanding any of the provisions 
described In this subpart, an individual’s 
excess earnings in a taxable year ending 
after 1965 are not charged to any month 
in which he: 


(6) Did not engage in self-employ¬ 
ment (see paragraphs (c) and <e> of 
this section) and did not render services 
for wages (see paragraph (d) of this 
section ) of more than $140 in a taxable 
year ending after December 1967 (or 
$125 in a taxable year ending after 1965 
and before January 1968); or 

(7) Was entitled to a widow’s or 
widower's insurance benefit based on 
disability. 

• • • • • 

(d) Presumption regarding "services 
for wages” With respect to paragraphs 
(a)(6) and (b)(6) of this section, and 
8 404.444(c)(5), an individual is pre¬ 
sumed to have rendered services in any 
month for wages (as defined in 8 404.429) 
of more than $140, or more than $125, or 
more than $100, or more than $80. 
whichever amount is applicable, until It 
is shown to the satisfaction of the Ad¬ 
ministration that the individual did not 
render services in such month for more 
than such amount. 

11. In § 404.436, the introductory text 
is revised and paragraph <e> is added to 
read as follows: 

§ 404.436 Exccm earning*: monlii* to 
wliirJt exces* earning* cannot be 
charged became individual i* deemed 
not entitled to benefit*. 

Under the annual earnings test, excess 
earnings (as described in §8 404.431, 
404.432, and 404.433) are not charged to 
any month in which an Individual is 
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cl corned not entitled to a benefit. A bene¬ 
ficiary (i.e., the insured individual or any 
person entitled or deemed entitled on the 
insured individual’s earnings record) is 
deemed not entitled to a benefit for a 
month If he is subject to a deduction for 
that month because of: 

• • • • • 

(e) Refusal by a person entitled before 
age 60 to a widow’s, or before age 62 to a 
widower’s, insurance benefit based on 
disability to accept rehabilitation serv¬ 
ices (as described in f 404.422>. 

12. The introductory text of 8 404.437 
U revised to read as follows: 

§ 404.137 Ex«*e*» faming*; benefit rale 

Aubjrrt to drduriion* because of ex- 
re** earning*. 

For purposes of deductions because of 
excess earnings (as described in 
11404.431. 404.432. and 404.433). the 
benefit rate against which excess earn¬ 
ings are charged is the amount of the 
benefit (other than a disability insurance 
benefit) to which the person is entitled 
for the month: 

• • • • • 

13. Section 404.439 is revised to rend 
as follows: 

§ 404.439 Partial monthly benefits; rx- 
ccm earning* of the individual 
charged again*! hi* benefit* and the 
benefit* of person* entitled (or 
deemed entitled) to benefit* on lit* 
earning* record. 

Deductions arc made against the total 
family benefits where the excess earnings 
(as described in f $ 404.431. 404.432. and 
404 433) of an Individual entitled to old- 
age Insurance benefits are charged to a 
month and require deductions in an 
amount less than the total family bene¬ 
fits payable on his earnings record for 
that month (including the amount of a 
mother’s or child's Insurance benefit 
payable to a spouse who is deemed en¬ 
titled on the individual’s earnings rec¬ 
ord—sec §404.420). The difference be¬ 
tween the total benefits payable and the 
deductions made under the annual earn¬ 
ings test for such month Is paid <if other¬ 
wise payable under title n of the Act) 
to each person in the proportion that the 
benefit to which each is entitled (before 
the application of the reductions de¬ 
scribed in I 404.403 for the family maxi¬ 
mum, S 404.407 for entitlement to more 
than one type of benefit, and section 
202(q) of the Act for entitlement to 
benefits before retirement age) bears to 
the total of the benefits to which all of 
them are entitled, except that the total 
amount payable to any such person may 
not exceed the benefits which would have 
been payable to that person If none of 
the Insured Individual’s excess earnings 
had been charged to that month. 

Example . A U entitled to an old-age Insur¬ 
ance benefit of $153. HI* wife and two chil¬ 
dren are each entitled to on original rate of 
$76.50. making a total unreduced benefit of 
*362.50. After A s excess earnings have been 
charged to the appropriate months tn the 
year, there remains a partial benefit of *200 
payable for October, apportioned as follows: 
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Original 

rales 

Fraction 
of total 
benefit 

Maximum Partial 
and normal bear At 
rate payable 

payable 

A. 

... $163.00 

H 

SIM 00 

P « 

Wife 

76. W 

H 

35.20 

40 

ChUd __ 

70. *0 

K 

36 20 

40 

CMM _ 

76 50 

H 

36.20 

40 

Total. 

3*2. *0 

H 

26A 40 

300 


14. Section 404 441 is revised to read 
as follows: 

§ 104.111 Partial monthly benefit*; in¬ 
sured individual and a pernon en¬ 
titled (or deemed entitled) on hi* 
earning* record both have excess 
earning*. 

Where both the insured individual and 
a person entitled (or deemed entitled) 
on his earnings record have excess earn¬ 
ings (as described in §§ 404.431. 404.432. 
and 404.433), their excess earnings are 
charged, and the partial monthly benefit 
is apportioned, as follows: 

Example. M, hla wife, and one child are 
entitled to combined total benefit* of *280.80 
bused on M's old-age Insurance benefit of 
*161.50. For the taxable year In question. M’s 
excess earnings were *1,600 and his wife's 
excess earnings were *250. M had wages of 
more than *140 In all months of tho year 
except February, while his wife had wages 
of more than *140 in all months of the year. 
After M's excess earnings have been charged 
to the appropriate months (all months 
through June except February), there re¬ 
main* a partial benefit payment for July 
of *84.80. which la allocated among M. his 
wife, and child tn the ratio that the original 
benefit of each bears to the sum of all their 
benefits. *42.40. *21.20. and *21.20. His wife's 
excess earnings are charged against her full 
benefit for February *50.70. her partial bene¬ 
fit for July *21.20. her adjusted benefit for 
August and September. And from *49.70 of 
her October benefit, leaving a *10 benefit 
payable to her for that month. 

15. Section 404.451 is revised to read 
as follows: 

% 104.451 Penalty deduction* for failure 
to report within prescribed time limit 
nonrnvrrcd remunerative activity 
outvide the United States or not hav¬ 
ing rare of a child. 

(a) Penalty for failure to report. If an 
individual (or the person receiving bene¬ 
fits on his behalf > fails to comply with 
the reporting obligations of § 404.450 
within the time specified in § 404 450, a 
penalty deduction is made from the in¬ 
dividual's benefits in addition to the de¬ 
duction'described in §404.417 (relating 
to non covered remunerative activity out¬ 
side the United States) or 5 404.421 (re¬ 
lating to failure to have care of a child). 

(b> Determining amount of penalty de¬ 
duction. The amount of the penalty de¬ 
duction for failure to report noncovcred 
remunerative activity outside the United 
States or not having care of a child with¬ 
in the prescribed time is determined as 
follows: 

(1) First failure to make timely report . 
The penalty deduction for the first fail¬ 
ure to make a timely report U an amount 
equal to the Individual’s benefit or bene¬ 
fits for the first month for which the 
deduction event was not reported timely. 


(2) Second failure to make timely re¬ 
port. The penalty deduction for the sec¬ 
ond failure to make a timely report lx 
an amount equal to twice the amount 
of the individual’s benefit or benefits for 
the first month for which the deduction 
event in the second failure period was not 
reported timely. 

(3) Subsequent failures to make timely 
reports. The penalty deduction for the 
third or subsequent failure to file a timely 
report is an amount equal to three times 
the amount of the individual’s benefit 
or benefits for the first month for which 
the deduction event tn the third failure 
period was not reported timely. 

(c) Determining whether a failure to 
file a timely report is first . second, third, 
or subsequent failure —(1) Failure period. 
A failure period runs from the date of 
one delinquent report (but Initially start¬ 
ing with the date of entitlement to 
montlily benefits) to the date of the next 
succeeding delinquent report, excluding 
the date of the earlier report and includ¬ 
ing the date of the later report. The fail¬ 
ure period includes each month for which 
a report becomes overdue during a fail¬ 
ure period, but it does not include any 
month for which a report is not yet over¬ 
due on the ending date of such period 
If "good cause’* (see § 404.454) is found 
for the entire period, the period is not 
regarded as a failure period. 

(2) First failure . When no penalty 
deduction under paragraph <b) of this 
section has previously been imposed 
against the beneficiary for failure to re¬ 
port noncovered remunerative activity 
outside the United States or for failure 
to report not having care of a child, the 
earliest month in the first failure period 
for which a report is delinquent and for 
which "good cause" (see § 404.454> for 
failure to make the required report is not 
found is considered to be the first failure. 

(3) Second failure. After one penalty 
deduction under paragraph (b) of this 
section has been Imposed against the 
beneficiary, the first month for which a 
report is delinquent in the second failure 
period is considered to be the second 
failure. 

(4) Third and subsequent failures. 
After a second penalty deduction under 
paragraph (b) of this section has been 
imposed against the beneficiary, the first 
month for which a report is delinquent 
in the third failure period is considered 
to be the third failure. Subsequent fail¬ 
ures will be determined in the .same 
manner. 

Example. M became entitled in January 

1966 to mother's benefits: these benefit* are 
not payable for any month in which the 
mother docs not have a child tn her care. 
M accepted benefits for each month from 
January 1966 through June 1967. Ih J ujy 

1967 the reported that she had not had * 
chUd In her care tn January 1967. As she 
was not eligible for a benefit for any mon 
In which she did not have a child in her 
care. M s July 1967 benefit waa withheld to 
recover the overpayment she had received 
for January 1967, and the next payment; «me 
received was for August 1967. No penalty was 
Imposed for her failure to make a unu>iy 
report of the deduction event that occurreo 
In January 1967 because it was determined 
that "good cause" existed. 
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In March 1908 M reported that she had not 
bad » child Ln her care In September or 
October 1967; however, ahe had accepted 
beoeflt payment* for each month from Au¬ 
gust 1967 through February 1968 Her benefit* 
for March and April 1068 were withheld to 
ftcover the overpayment for September and 
October 1067 Aleo, It wiw determined that 
-rood cause’* was not present for M's failure 
to make a timely report of the deduction 
ctcqI that had occurred In September 1987. 
A penalty equal to her benefit for September 
11X17 was deducted from M’s May 1968 pay¬ 
ment since this was her -first failure” to re¬ 
port not having a child in her care. Payments 
to her then were continued. 

On November 4, 1968. It was learned that M 
hid not had a child In her care In November 
1967 or in June. July, or August 1968 al¬ 
though she had accepted benefits for June 
through October 1968. Consequently. M’s 
benefits for November 1968 through February* 
I960 were withheld to recover the 4 months' 
overpayment she received for months tn 
which she did not have a child In her care. In 
addition, it was determined that "good cause” 
was not present for M's failure to report the 
deduction events, and a penalty was imposed 
equal to twice the amount ol M's benefit for 
the month of June 1908. This was M's "second 
failure” to report not haring a child In her 
cue No further penalty applied for Novem¬ 
ber 1967 because that month was Included 
in M’s "first-failure” period. 

(5) Penalty deductions imposed under 
1404.453 not considered. A failure to 
make a timely report of earnings as re¬ 
quired by § 404.452 for which a penalty 
deduction Is imposed under 8 404.453 is 
not counted as a failure to report In de¬ 
termining the first or subsequent failure 
to report noncovered remunerative ac¬ 
tivity outside the United States or not 
having care of a child. 

<d> Umitation on amount of penalty 
deduction . Noth withstanding the provi¬ 
sions described in paragraph (b) of this 
ions described In paragraph (b) of this 
section, the amount of the penalty deduc¬ 
tion imposed for failure to make a timely 
report of noncovered remunerative ac¬ 
tivity outside the United 8tates or for 
failure to report not having care of a 
child may not exceed the number of 
months to that failure period for which 
the individual received and accepted a 
benefit and for which a deduction is im¬ 
posed by reason of his noncovered re¬ 
munerative activity outside the United 
States or failure to have care of a child. 
(See l 404.458 for other limitations on 
the amount of the penalty deduction.) 

18. Paragraph (a) of 8 404.452 is re¬ 
vised and new paragraph (f) is added to 
read as follows; 

§ 401.152 Report* lo Administration of 
I'iiminp; wage*; net earning* from 
*el f*e m ploymen I. 

<0) Conditions under which a report 
of earnings, wages, and net earnings 
from self-employment is required . An in¬ 
dividual who, during a taxable year, is 
entitled to a monthly benefit (except if 
in each month of his taxable year he was 
entitled only to a disability insurance 
benefit) la required to report to the Ad¬ 
ministration the total amount of his 
earnings (as defined in § 404.429) for 
*ach such taxable year under the follow¬ 
ing provisions. 
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(1) Taxable years ending after 1967. 
A report is required when the individual’s 
total earnings or wages (as defined in 
§404.429) for any taxable year ending 
after 1967 exceed the product of $140 
multiplied by the number of months in 
his taxable year, except that the report 
is not required for a taxable year if: 

<0 The individual attained the age of 
72 in or before the first month of his en¬ 
titlement to benefits in his taxable year, 
or 

<ii) The individual’s benefit payments 
were suspended under the provisions 
described in 5 404.456 for all months in a 
taxable year in which he was entitled to 
benefits and was under age 72. 

(2) Taxable years ending after 1965 
through taxable years ending before 
1968. A report is required when the in¬ 
dividual’s total earnings or wages (as 
defined In i 404.429) for any taxable year 
ending after 1965 and before 1968 exceed 
the product of $125 multiplied by the 
number of months in his taxable year, 
except that the report is not required for 
a taxable year if: 

(I) The individual attained the age of 
72 in or before the first month of his en¬ 
titlement to benefits in his taxable year, 
or 

(U) The individual’s benefit payments 
were suspended under the provisions de¬ 
scribed in I 404.456 for all months in a 
taxable year In which he was entitled to 
benefits and was under age 72. 

(3) Taxable years beginning after 1954 
and ending before 1966. For taxable 
years beginning after 1954 and ending 
before 1966. a report is required when an 
individual's total earnings or wages (as 
defined in § 404.429) for a taxable year 
exceed the product of $100 multiplied by 
the number of months in the taxable 
year, except that a report is not required 
if: 

(1) The individual attained the age of 
72 in or before the first month of his 
entitlement to benefits in his taxable 
year, or 

(il) For taxable years beginning after 
August 1958, the individual’s benefit pay¬ 
ments were suspended under the provi¬ 
sions described in | 404.456 for all months 
in a taxable year In which he was entitled 
to benefits and was under age 72. 

• • • • • 

(f) Extension of time for filing re¬ 
port. —(1) General. Notwithstanding the 
provision described in paragraph (b) of 
this section, the Administration may 
grant a reasonable extension of time for 
making the report of earnings required 
under this section if it finds that there 
is valid reason for a delay, but In no case 
may the period be extended more than 
3 months for any taxable year. 

(2) Requirements applicable to re¬ 
quests for extensions. Before his annual 
report of earnings is due. a beneficiary 
may request an extension of time for fil¬ 
ing his report. The request must meet all 
of these requirements: 

(i) Be In writing, and 

01) Be made by the beneficiary, his 
representative payee, or his authorized 
agent. 
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Oil) Be made before the required re¬ 
port is overdue (If an extension of time 
already has been granted, a request for 
further extension must bo mode before 
the due date as extended previously.), 

Ov) Be made to an office of the Admin¬ 
istration. 

(v) Name the beneficiary’ for whom 
the annual report must be made and 
furnish tils claim number, 

<vi) Identify the year for which an 
annual report is due and for which an ex¬ 
tension of time Is requested. 

(vii) Explain in the requester’s own 
words the reasons why an extension of 
time is needed, and how much extended 
time is needed. 

(viii) Show the date the request is 
made, and 

(ix) Be signed by the requester. 

(3) Valid reason defined. A valid rea¬ 
son is a bona fide need, problem, or situa¬ 
tion which makes it impossible or diffi¬ 
cult for a beneficiary (or his representa¬ 
tive payee) to meet the annual report 
due date prescribed by law. This may be 
illness or disability of the one required 
to make the report, absence or travel so 
far from home that he does not have and 
cannot readily obtain the records needed 
for making his report, inability to obtain 
evidence required from another source 
when such evidence is necessary in mak¬ 
ing the report, Inability of his account¬ 
ant to compile the data needed for the 
annual report, or any similar situation 
which has a direct bearing on the in¬ 
dividual's ability to comply with his re¬ 
porting obligation within the specified 
time limit. 

(4> ExHdence that extension of time 
has been granted . In the absence of writ¬ 
ten evidence of a properly approved ex¬ 
tension of time for making an annual re¬ 
port of earnings, it will be presumed that 
no extension of filing time was granted. 
In such case it will be necessary for the 
beneficiary to establish whether he other¬ 
wise had good cause (8 494.454) for filing 
his annual report after the normal due 
date. 

17. Subparagraph (1) of paragraph 
(b) of 8 404.453 is revised to read as 
follows: 

§ 104.153 Penalty deduction* for failure 
to report earning* timely. 

• • • • • 

(b) Determining amount of penalty 
deduction. The amount of the penalty de¬ 
duction for failure to report earnings for 
a taxable year within the prescribed time 
is determined as follows: 

(1) First failure to flic timely report. 
The penalty deduction for the first fail¬ 
ure to file a timely report is an amount 
equal to the individual’s benefit or bene¬ 
fits for the last month for which he was 
entitled to such benefit or benefits dur¬ 
ing the taxable year, except that with 
respect to any deductions imposed on or 
after January 2. 1968. if the amount of 
the deduction imposed for the taxable 
year is less than the benefit or benefits 
for the last month of the taxable year 
for which he was entitled to a benefit 
under section 202 of the Act. the penalty 
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deduction is an amount equal to the 
amount of the deduction imposed but 
not less than $10. 

• • • • • 

18. Paragraph <i) is added to ( 404.906 
to read as follows: 

$ 401.906 A(iminS«lrHli>f nr lion* which 
nrc no! initial determination*. 

Administrative actions which shall not 
be considered initial determinations un¬ 
der any provision of the regulations in 
this Subpart J. but which may receive 
administrative review. Include, but are 
not limited to. the following: 

• • • • • 

(l) The decision on a request for an 
extension of time to file a report of earn¬ 
ings (see ( 404.452). 

(PR Doc 71-18679 Filed 12-21-71:8:51 ami 

DEPARTMENT OF 
TRANSPORTATION 

Coast Guard 
[ 33 CFR Part 110 1 

[OOFR 71-182J 

ST. JOHNS RIVER, FLA. 
Proposed Anchorage Grounds 

The Coast Guard is considering re¬ 
voking the regulations which established 
Anchorage A and B on the St. J ohns 
River, Fla., as described in 33 CFR 
110.183(a) (1) and <2). These anchorage 
grounds are no longer used by maritime 
interests and the area is currently being 
used as a spoil area by the UB. Army 
Corps of Engineers. 

Interested persons may participate in 
this proposed rule making by submitting 
WTitten data, views, or arguments to the 
Commander. Seventh Coast Guard Dis¬ 
trict. Room 1018, Federal Building, 51 
Southwest First Avenue, Miami, FL 
33130. Each person submitting comments 
should include his name and address, 
identify this notice (COFR 71-162), and 
give reasons for any recommended 
change in the proposal. Copies of all writ¬ 
ten communications received will be 
available for examination by interested 
persons at the office of the Commander. 
Seventh Coast Guard District. 

The Commander. Seventh Coast Guard 
District, will forward any comments re¬ 
ceived before January 31, 1972. and his 
recommendations to the Chief, Office of 
Marine Environment and Systems, U.S. 
Coast Guard Headquarters, who will 
evaluate all communications received 
and take final action on this proposal. 
The proposal may be changed in light of 
comments received. 

(Soc. 7. 38 dtat. 1063. n» amended, sec. 6(g) 
(1) (A). 80 Stat. 937; 33 T7.8.C. 471. 40 U3.C. 
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1066(g)(1)(a); 49 CFR 1.46(c)(1). 33 OPR 
1.06-1(0(1) (36 Pit 19160)) 

Dated: December 17. 1971. 

J. M. Austin. 

Captain, US, Coast Guard. Acf- 
ing Chief, Office of Marine . 
Environment and Systems. 

[PR Doc 71-18695 Piled 12-21-71:8:48 ami 

FEDERAL COMMUNICATIONS 
COMMISSION 

[ 47 CFR Part 73 1 

I Docket No. 19378; FCC 71-12641 

FM BROADCAST STATIONS 

Table of Assignments, Fresno, 

Hanford, and Fowler, Calif. 

In the matter of amendment of 
( 73.202. Table of Assignments . FM 
Broadcast Stations. (Fresno, Hanford, 
and Fowler, Calif.), Docket No. 19378, 
RM-1879. 

1. Notice of proposed rule making is 
hereby given concerning the amendment 
of ( 73.202(b) of the rules, the Table of 
FM Assignments, on a petition filed by 
Capital Cities Broadcasting Corp., licen¬ 
see of Station KFSN-TV, Stereo Broad¬ 
casting Corp.. licensee of Station KFYE- 
FM, Channel 229. Radio KYNO, Inc., li¬ 
censee of Station KYNO-FM, Channel 
238, and Universal Broadcasting Co., li¬ 
censee of Station KFIG(FM), Channel 
233. The joint petitioners request a 
change in the assignment of Channel 233 
to Channel 266 at Fresno. Calif. Th© 
above change could be achieved If 
the assignment at Hanford. Calif., 
were to be changed from Channel 
266 to Channel 233. It appears that 
the simultaneous operation of the three 
FM stations licensed to the petition¬ 
ers results In interference to the service 
of Station KFYE-FM in the downtown 
areas of Fresno. Stations KYNO-FM and 
KFIG<FM > are operating from sites in 
the downtown area, while Station 
KFYE-FM Is operating from a site lo¬ 
cated approximately 30 miles northeast 
of Fresno. The interference is apparently 
caused by spurious responses as a result 
of interaction of the three signals within 
the FM receivers. 

2. We believe it would be in the public 
interest to institute a rule making to 
change the assignment of FM channel 
at Fresno, Calif., in order that early 
resolution of tlie interference caused by 
such spurious responses in the FM re¬ 
ceivers would be obtained. However, we 
note that, although Channel 233 could 
be assigned to Hanford, it would foreclose 
any attempt to relocate the FM station 
on Channel 235, presently assigned to 
Tulare. Calif., and operating from a site 
30 miles east of Tulare, by moving closer 
or into Tulare. The distance between 
Hanford and Tulare is approximately 18 
miles. Since the FM assignments in this 
area of the state are not overly concen¬ 


trated. a substitute channel could be as¬ 
signed to Tulare which would provide for 
flexibility in the Table of Assignment 
Thus we will propose to assign Channel 
290 for Channel 266 presently assigned 
to Hanford and unoccupied. Channel 290 
may be assigned to Hanford without af¬ 
fecting any other assignments. 

3. It is further noted that Channel 
279 at Hanford, as presently assigned, l 
in violation of the minimum mileage sep¬ 
aration requirements because of an as¬ 
signment of Channel 280A, which Is 
unoccupied, at Fowler. Calif., approxi¬ 
mately 20 miles north. However, this can 
be remedied by changing the assignment 
at Fowler to Channel 244A, which can 
be assigned there without requiring a 
change in other assignments. Thus, ue 
will on our own motion propose to make 
this change in the assignment at Fowler. 

4. Showings required. Comments are 
invited upon the proposals discussed 
above. Proponents are expected to file 
comments, even if nothing more than to 
resubmit or refer to the petitions, and to 
answer whatever questions have been 
raised. Among other things, petitioners 
are expected to state their intention to 
apply for any channel requested, if as¬ 
signed, and. if authorized, to make the 
required changes in the station promptly. 
Failure to make these showings may re¬ 
sult in denial of the petitions. 

5. Cutoff procedure. As in other FM 
rule making proceedings, the following 
procedures will govern: 

<a> Counterproposals advanced in thLs 
proceeding itself will be considered, if 
advanced in initial comments, so that 
parties may comment on them in reply 
comments. They will not be considered, 
if advanced in reply comments. 

<b> With respect to petitions for rule 
making which conflict with any of the 
proposals in this notice, they will be con¬ 
sidered as comments in the proceeding, 
and public notice to this effect will be 
given, as long as they are filed before the 
date for filing initial comments herein. 
If filed later than that, they will not be 
considered in connection with the deci¬ 
sion herein. 

6. In view of the foregoing, and pur¬ 
suant to authority found in section 4U), 
303(g) and (5), and 307(b) of the Com¬ 
munications Act of 1934. as amended, it 
is proposed to amend the Table of FM 
Assignments, ( 73.202(b) of the Commis¬ 
sion's rules and regulations, as concerns 
the communities below : 



ChannoJ No. 

City 

Present 

Prop6*ti 

Fouler. Com. 

Fremo. Calif. 

llanfoni, CaUf 

S0A 

.. 2W, 1.70,27! 

20A279 

22n.23\&> 
Mm*?* 
urv. yn 


7. It Is further proposed, if the assign¬ 
ments above which Involve a change in 
the channel of an existing station is con¬ 
cluded to be in the public interest and is 
adopted, to order, pursuant to section 
316 of the Communications Act of 1934. 
as amended, the following licensee to 
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show cause why the license of Its station 
should not be modified to specify the new 
channel instead of its present channels, 
as indicated below: 


o<><! 

Licensee 

Present 

Proftofod 

t.xnUun 


rUotwel 

etuuuMi 

ktuhfso. 

CwUt. 

r ulrenal 
Rnrtdr&slJitf 

m 

2M 

Co. 




8. Pursuant to applicable procedures 
set out in § 1.415 of the Commission’s 
rules, Interested parties may file com¬ 
ments on or before January 28, 1972, and 
reply comments on or before February 11. 
1972. All submissions by parties to this 
proceeding or persons acting in behalf 
of such parties must be made in written 
comments, reply comments or other ap¬ 
propriate pleadings. 

9. In accordance with the provisions 
of g 1.419 of the Commission's rules, an 
original and 14 copies of all comments, 
replies, pleadings, briefs, and other docu¬ 
ments shall be furnished the Commis¬ 
sion These documents will be available 
for public inspection during regular busi¬ 
ness hours in the Commission’s Broad¬ 
cast and Reference Room at its head¬ 
quarters. 1919 M Street NW.. Washing¬ 
ton. DC. 

Adopted: December 15.1971. 

Released: December 16.1971. 

Federal Communications 
Commission/ 

[seal! Ben F. Waple, 

Secretary. 

|PR Doc.71 18077 Piled 12-21-71:8:47 ami 

INTERSTATE COMMERCE 
COMMISSION 

[ 49 CFR Ports 1056, 1322 ] 

lEX Parte No. MC-19 (Sub-No. 10) \ 

MOVERS' & WAREHOUSEMEN'S 

ASSOCIATION OF AMERICA, INC. 

Proposed Credit Card Systems for 

Collecting Transportation Charges 

December 17.1971. 

To resolve certain questions that have 
arisen with respect to informal and con¬ 
ditional approval given by this Commis¬ 
sion to a carrier’s proposal to utilize, on 
an experimental basis, credit card sys¬ 
tems of certain shippers in collecting 
transportation charges. 

Petitioner: Movers’ & Warehousemen’s 
Association of America. Inc. Petitioner’s 
representative: Zelby k Bursteln. 30 
Church Street, New York. NY 10007. 

By petition filed November 9. 1971, the 
above-named petitioner requests the 
Commission to institute a rule making 
proceeding for the purpose of determin¬ 
ing (1) the necessity for a motor com¬ 
mon carrier of household goods to ob¬ 
tain approval from this Commission 
prior to allowing shippers to make use 
of their credit card systems when making 
payment for transportation services: (2) 


1 Commissioner Johnson absent. 


the lawfulness under the Administrative 
Procedure Act. os well as the propriety, 
of this Commission’s giving Informal ap¬ 
proval to temporary or territorially lim¬ 
ited experimental plans In which cer¬ 
tificated motor common carriers of 
household goods propose to arrange for 
the collection of applicable tariff charges 
by utilizing credit card systems of ship¬ 
pers; (3) w hether this Commission's reg¬ 
ulations, particularly those set forth in 
49 CFR 1056.8 (estimates of cliarges* 
and 1322 (extension of credit to shippers 
by motor carriers), require revision in 
order to authorize or facilitate the prac¬ 
tice of carriers utilizing credit card sys¬ 
tems for the collection of their tariff 
charges; <4> whether limited use of 
credit card systems may constitute a 
discriminatory practice and unduly af¬ 
fect shippers of household goods or create 
competitive advantages or disadvantages 
among carriers of household goods; and 
(5) whether the Commission's Jurisdic¬ 
tion allows, and the situation found to 
exist in the moving industry with respect 
to these matters warrants or requires, 
the prescription of lawful rules and reg¬ 
ulations of general applicability to all 
motor common carriers of household 
goods in order to sanction a method or 
manner in w’hich credit card systems of 
shippers of household goods may be put 
to use. 

No oral hearing Is contemplated at 
this time, but anyone wishing to make 
representations in favor of. or against 
the above-proposed institution of a rule¬ 
making proceeding, may do so by the 
submission of written data, views, or 
arguments. An original and 15 copies of 
such data, views, or arguments shall be 
filed with the Commission on or before 
February 7, 1972. A copy of each such 
statement should be served upon peti¬ 
tioner’s representative. Written material 
or suggestions submitted will be available 
for public Inspection at the Offices of the 
Interstate Commerce Commission, 12th 
and Constitution. Washington. DC. dur¬ 
ing regular business hours. 

Notice to the general public of the 
matter herein under consideration will 
be given by depositing a copy of this 
notice in the Office of the Secretary of 
the Commission for public inspection and 
by filing a copy thereof with the Director. 
Office of the Federal Register. 

By the Commission. 

[ seal 1 Robert L. Oswald. 

Secretary. 

|FR Doc 71-18703 Filed 12-21-71:6:51 am) 


DEPARTMENT OF THE INTERIOR 

Office of Oil and Gas 
[ 32A CFR Ch. X 1 

lOll Import R««. 1 (Rev. 5) 1 

CANADIAN IMPORTS—DISTRICTS 
I-IV 

Notice of Proposed Rule Making 

It is proposed to provide allocations of 
Canadian imports into District* I-IV by 


adding to Oil Import Regulation 1 (Revi¬ 
sion 5) a new r section 29. reading as set 
forth below. The proposed system of 
allocations U similar to that provided for 
in section 23 for the current allocating 
period. 

Paragraph <d> would provide that the 
1971 Canadian import base, to which a 
2-year growth factor of 1.075 would be 
applied, would not Include Canadian im¬ 
ports which a person imported in lieu of 
"offshore” Imports or Canadian imports 
which a person was privileged to Import 
during the period January 1, 1971, 
through December 31. 1971 pursuant to 
a decision of the Oil Import Appeals 
Board. 

Final action on the proposal is subject 
to the concurrence of the Director, Office 
of Emergency Preparedness. 

Interested persons arc invited to sub¬ 
mit wTitten comments on this proposed 
amendment within ten (10) days after 
publication of this notice in the Federal 
Register to the Director. Office of Oil 
and Gas, Department of the Interior, 
Washington, D.C. 20240. 

Each person who submits comments is 
asked to submit fifteen (15) copies. 

Gene P. Morrell. 

Director. 

Office of Oil and Gas . 

December 21.1971. 

Set*. 29 Canadian Import*—District* I— 
IV—1972. 

(a> As used in this section, the term 
"Canadian imports” means Imports from 
Canada of crude oil which has been pro¬ 
duced in Canada and unfinished oils 
which have been derived from crude oil 
or natural gas produced in Canada and 
which have been transported into the 
United States by overland means or over 
waterways other than ocean waterways. 

<b> To be eligible for an allocation of 
imports under paragraph (d) or (e) of 
this section, a person must have in Dis¬ 
tricts I-IV a facility capable of process¬ 
ing Canadian imports. 

(c) The Director shall, in accordance 
with the provisions of paragraph -d) 
and (e) of this section, make allocations 
for the allocation period January 1, 1972, 
through December 31, 1972, of not to 
exceed 540,000 average barrels daily of 
Canadian Imports into Districts I-IV. 
Licenses issued under such allocations 
shall permit the entry or withdrawal 
from warehouse for consumption of 
Canadian Imports only. 

<d> (l) The Director shall first make 
allocations of Canadian imports to 
eligible applicants who received alloca¬ 
tions of such imports for the period 
January 1, 1971, through December 31, 
1971. from the Administrator, Oil Import 
Administration, under paragraph <d> or 
paragraph <e) of section 23 of this regu¬ 
lation. Each such applicant shall be 
entitled to an allocation of Canadian 
imports equal to 1.075 times the total of 
the allocations of such imports, ex¬ 
pressed in barrels (less the amount of 
such allocations relinquished to the Ad¬ 
ministrator) , which he received from tho 
Administrator. Oil Import Administra¬ 
tion, for the period January 1, 1971, 
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through December 31, 1971. under para¬ 
graphs (d) and (p) or paragraphs <e) 
and (p> of section 23. No Canadian Im¬ 
ports for which a license was issued by 
the Administrator. Oil Imports Admin¬ 
istration, pursuant to paragraph <m) of 
section 29 as added by amendments 21 
and 25 (35 FJL 10296. 18256) or for 
which a license was issued by the Ad¬ 
ministrator pursuant to the provisions 
of paragraph <m> of section 23 or which 
a person was privileged to Import during 
the period January 1. 1971, through 
December 31.1971, pursuant to a decision 
of the Oil Import Appeals Board shall 
be regarded as constituting a part of. or 
as having been imported pursuant to, an 


As used In the formula, ‘qualified In¬ 
puts" means refinery inputs to refinery 
capacity, and petrochemical plant in¬ 
puts to facilities other than refinery ca¬ 
pacity. made during the 12-month period 
ending September 30. 1971. 

(2) With respect to new or reactivated 
refinery capacity or petrochemical plants 
in Districts I-IV, the Director may make 
suballocations in accordance with, and 
subject to, the provisions of section 25 
of this regulation, except that the fa¬ 
cility suballocations shall be computed 
according to the formula set forth in 
subparagraph (1) of this paragraph (e). 
Subparagraphs (3) and (4) of paragraph 
(b) of section 25 shall have no applica¬ 
tion with respect to inputs estimated for 
the purposes of a facility suballocation. 
Paragraph <d> of section 25 shall be 
applicable only with respect to future 
allocations of Canadian Imports. 

(3) A person who receives an alloca¬ 
tion under this paragraph (e) shall not 
receive an allocation under paragraph 

(d) of this section. 

(f) A person receiving an allocation 
under paragraph < d) of this section must 
process in his facilities a quantity of 
Canadian imports equal to at least 50 
percent of that allocation. A person re¬ 
ceiving an allocation under paragraph 

(e) of this section must process In each 
facility for which a facility suballocation 
is made a quantity of Canadian imports 
equal to at least 50 percent of that facil¬ 
ity suballocation. For the purposes of 
this paragraph, blending by mechanical 
means does not constitute processing. 

fg) If a person who receives an allo¬ 
cation of Canadian imports under this 
section fails to Import the total quantity 
of imports specified in the allocation, or 
If he fails to process all such Imports (and 
domestic oil received in exchange for 
such imports) In his facilities before 
March 1, 1973, or if he fails to meet the 
requirement of paragraph (X) of tills 
section, then any allocation of Canadian 
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allocation made under paragraphs id), 
(e), or (p) of section 23. 

(2) If an applicant entitled to an al¬ 
location under subparagraph (1) of this 
paragraph would receive a larger alloca¬ 
tion under paragraph (e> of this section, 
he shall be given the larger allocation, 
unless the applicant elects to receive on 
allocation under this paragraph (d >. 

(e) (1) Each eligible applicant shall 
be entitled to an allocation of Canadian 
imports equal to the total of the facility 
suballocations made to such person for 
each facility listed by the applicant In 
his application. The Director shall make 
a facility suballocation for a particular 
facility according to the following 
formula: 

Quantity of Canadian Import# 
X not allocated under paragraph 
«!>♦ 


imports, or any aBootton for Districts 
I-IV to which such person may otherwise 
be entitled under section 9. 10. or 25 of 
this regulation, for the first allocation 
period beginning after January 1. 1973. 
shall be reduced by the Director by the 
amount of Canadian imports which such 
person lias failed to import, or by the 
amount of Canadian imports and ex¬ 
changed oil which such person has failed 
to process in his facilities before March 1, 
1973, or by the amount of Canadian im¬ 
ports by which he failed to meet the re¬ 
quirements of paragraph (f) of this sec¬ 
tion, except that the Director need not 
moke such a reduction to the extent that 
(1) such person demonstrates to the 
satisfaction of the Director that such 
failures were without such person's fault 
and were beyond his control, or (2) such 
person, in writing, relinquishes all or port 
of an allocation made under this section 
and returns to the Director, on or before 
May 1, 1972. licenses issued thereunder. 

<h> A person to whom on allocation is 
made by the Director under this section 
shall report and certify in writing to the 
Director, Office of Oil and Gas. Depart¬ 
ment of the Interior, Washington. D.C. 
20240. not later than March 15, 1972, <1> 
the total quantity of Canadian imports 
which that person imported during the 
period January 1. 1971 through Decem¬ 
ber 31. 1971. pursuant to on allocation 
made under section 23 of this regulation, 
and (2) the quantity of such imports 
that were processed in his facilities be¬ 
fore March 1, 1972. The amount so re¬ 
ported and certified shall be subject to 
verification by the Director. If a person 
to whom an allocation is made under this 
section fails to file by March 15, 1972. 
the written report and certification re¬ 
quired by this paragraph, the Director 
shall suspend all licenses issued under an 
allocation made under this section until 
the written report and certification are 
received. 

(i) An allocation made pursuant to 
this section shall not be sold, assigned, or 


Eligible applicant's qualified Inputa to a particular faculty 


Total qualified inputs to all facilities listed In applications 
of all eligible applicants 


otherwise transferred. Each person who 
Imports Canadian imports under on allo¬ 
cation made pursuant to this section 
shall process such imports (or oil re¬ 
ceived in an exchange) only in the facili¬ 
ties set forth in his application. 

(J) A person who imports Canadian 
Imports under an allocation made pur¬ 
suant to this section may exchange net 
to exceed 50 percent of such import* for 
domestic crude oil or domestic unfinished 
oils. A proposed agreement for each such 
exchange must be reported to the Direc¬ 
tor before any action involved in the ex¬ 
change Is taken. Each such exchange 
must be effected on a ratio of not loss 
than one barrel of domestic oil for each 
barrel of Canadian imports. 

<k> If a person holds an allocation of 
Canadian imports under this section and 
if he also holds an allocation of imports 
under section 9. 10, or 25 for the alloca¬ 
tion period January I. 1972 through 
December 31. 1972, he may obtain from 
the Director a license which will permit 
him to import Canadian import* in a 
quantity not exceeding the total amount 
of his allocation made under section 9. 
10, or 25. Such a license shall be charged 
against, and imports under such a license 
shall be deemed to have been made pur¬ 
suant to. the allocation made under sec¬ 
tion 9. 10, or 25. 

(1) Under the provisions of section 1A 
of Proclamation 3279. as amended, “en¬ 
tries for consumption of crude oil or un¬ 
finished oils transported by pipeline may 
be made until midnight January 15.1973, 
under any license authorizing such im¬ 
ports from Canada" into Districts I-IV 
for the period January 1. 1972. through 
December 31, 1972. 

<m> An application for an allocation 
under tills section shall be made by letter 
or telegram to the Director, Office of 
Oil and Gas, Department of the Interior. 
Washington, D.C. 20240. Applications 
must be received by the Director within 
seven (7) days after the publication of 
this section 29 in the Federal Register. 
An application must contain the follow¬ 
ing Information, which shall be certified 
by an officer of the applicant: 

(1) The nature of each of the appli¬ 
cant’s facilities in which Canadian im¬ 
ports will be processed. 

(2) The location of each such facility. 

(3) The total barrels of qualified in¬ 
puts (as defined in subparagraph (1) of 
paragraph (e> of this section) for each 
such facility during the year ending 
September 30, 1971. 

An officer of an applicant shall also 
certify in his application that. If on 
allocation of Canadian imports is made 
to the applicant under this section, the 
applicant will process all such imports 
(and all oil exchanged for such imports) 
in such facilities before March 1. 1973. 

|FR Doc.71-16836 Filed 12-21-71,11•»! 
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DEPARTMENT OF THE TREASURY 

Bureau of Customs 

RAILWAY TRACK MAINTENANCE 
EQUIPMENT FROM AUSTRIA 

Withholding of Appraisement Notice 

December 17, 1971, 

Information was received on Novem¬ 
ber 20, 1970. that railway track mainte¬ 
nance equipment from Austria was being 
sold at less than fair value within the 
meaning of the Antidumping Act, 1921, 
as amended (19 UB.C. 160 et scq.) (re¬ 
ferred to in this notice as “the Act*'). 
This information was the subject of an 
• Antidumping Proceeding Notice** which 
was published in the Federal Register 
of March 18, 1971, on page 5251. The 
“Antidumping Proceeding Notice** indi¬ 
cated that there was evidence on record 
concerning injury to or likelihood of in¬ 
jury to or prevention of establishment of 
an industry In the United States. 

Pursuant to section 201(b) of the Act 
(19 UB.C. 160(b)), notice is hereby given 
that there are reasonable grounds to be¬ 
lieve or suspect that the exporter’s sales 
price (section 204 of the Act; 19 UB.C. 
183) of railway track maintenance equip¬ 
ment from Austria is less, or likely to be 
less, than the foreign market value (sec¬ 
tion 205 of the Act; 19 U.8.C. 164). 

Statement of Reasons 

Information currently before the Bu¬ 
reau tends to indicate that there are no 
Bales in the home market. As a result, 
third country sales will probably be used. 
The probable basis of comparison will be 
between exporter’s sales price and third 
country prices of such or similar 
merchandise. 

Exporter's sales price will probably be 
calculated by deducting from resale 
prices of the related United States firm to 
unrelated purchasers in the United States 
any discounts to arrive at a net selling 
price From this net selling price, deduc¬ 
tions will probably be made for the fol¬ 
lowing: UB. selling expenses, U5. inland 
freight and handling charges, U.S. duty, 
ocean freight, marine Insurance, and 
foreign inland freight and handling 
charges. An addition will probably be 
made for rebated Austrian sales taxes. 

Third country prices will probably be 
based on terms of sale to a particular 
third country leas, where appropriate, 
the following items: discounts, inland 
freight, f.o.b. charges, ocean freight. 

commission, and selling expenses. 
An addition will probably be made for 
rjbated Austrian sales taxes. It appears 
that appropriate adjustments will also 
oc made for differences In the mer¬ 
chandise. 

t^kig the above criteria, there arc 
reasonable grounds to believe or suspect 


Notices 


that exporter’s sales price will be lower 
than third country prices. 

Customs officers are being directed to 
withhold appraisement of railway track 
maintenance equipment from Austria In 
accordance with i 153.48, Customs regu¬ 
lations (19 CFR 153.48). 

In accordance with H 153.32(b) and 
153.37, Customs regulations (19 CFR 
153.32(b), 153.37). interested parties 

may present written views or arguments, 
or request in writing that the Secretary 
of the Treasury afford an opportunity to 
present oral views. 

Any requests that the Secretary of the 
Treasury afford an opportunity to pre¬ 
sent oral views should be addressed to 
the Commissioner of Customs, 2100 K 
Street NW.. Washington. DC 20226. In 
time to be received by his office not later 
than 10 calendar days from the date of 
publication of this notice in the Federal 
Register. 

Any written views or arguments should 
likewise be addressed to the Commis¬ 
sioner of Customs In time to be received 
by his office not later than 30 days from 
the date of publication of this notice in 
the Federal Register. 

This notice, which is published pur¬ 
suant to 1 153.34(b), Customs regula¬ 
tions. shall become effective upon pub¬ 
lication In the Federal Register (12-22- 
71). It shall cease to be effective at the 
expiration of 6 months from the date 
of this publication, unless previously 
revoked, 

(seal 1 Leonard Lehman, 

Acting Commissioner of Customs . 

Approved: 

Eugene T. Rossides, 

Assistant Secretary 
of the Treasury . 

|FR Doc.71-18730 Piled 12-21-71:8:51 ami 


Internal Revenue Service 

(Cost or Living Council Ruling 1071-1] 

SALE OR LEASE OF CROP 
ALLOTMENTS 

Cost of Living Council Ruling 

Facts. Recent legislation allows mar¬ 
keting quotas or allotments for certain 
commodities to be transferred without 
concurrently transferring the land to 
which the quotas or allotments originally 
applied. Farmer X wants to sell or lease 
his crop allotment for cotton to Farmer Y 
but not include Ills land. 

Issue. Noting that a sale or rental of 
farm land is generally exempt from con¬ 
trol (regulations (101.32(g)), would a 
sale or lease of the crop allotment or 
marketing quota also be exempt? 

Ruling. Over the past 38 years, numer¬ 
ous laws and amendments thereto have 


been enacted to establish and revise 
mechanisms for the control of agricul¬ 
tural production. Much of tills legislation 
is contained in chapters 20. 34, 35. and 
35A of title 7 of the United States Code. 
It authorizes the establishment of mar¬ 
keting quotas and allotments for certain 
specific agricultural commodities. Mar¬ 
keting quotas are rights to sell specified 
quantities of a crop without incurring a 
penalty, and allotments are rights to re¬ 
ceive certain agricultural payments from 
the Government if specific conditions are 
met. These allotments and marketing 
quotas have been recognized over the 
years as having a marked effect on the 
sale or rental value of a farm, and have 
been capitalized into the value thereof. 

Ordinarily, allotments and marketing 
quotas run with the land and are sold or 
leased along with the land for which they 
were issued. In such cases, even though 
the allotment or marketing quota will be 
the basis for a substantial part of the 
consideration for a sale or lease, there is 
no practicable way to separate the value 
of these rights from the value of the land. 
Such transactions, which involve by far 
the majority of the cases, would be 
exempt from economic control under 
S 101.32(g) of the regulations. 

In recent years, legislation lias also 
been enacted which permits the sale or 
lease under specific conditions of market¬ 
ing quotas or allotments for cotton, pea¬ 
nuts, and some types of tobacco, even 
though the land to w hich such marketing 
quotas or allotments were originally as¬ 
signed is not being leased or sold at the 
same time. Such legislation appears in 7 
UB.C. 1344(b); 7 US.C. 1358; and 7 
UB.C. 1314. This legislation recognizes 
the particular relationship between the 
land and these rights and provides that 
no sale will be made from a farm which is 
subject to a mortgage or other lien With¬ 
out the concurrence of ail persons having 
a lien on the land. 

Under a literal reading of the price reg¬ 
ulations <( 300.11) a sale of these inter¬ 
ests without the land would be a sale of 
personal property and thus governed by 
the rule that the price for these interests 
will not exceed that charged for similar 
rights in a substantial number of arm’s- 
length transactions during the base 
period. Despite this, however, wc hold 
that a sale or rental of these interests 
with or without the land is exempt from 
economic controls under $ 101.32(g) for 
the following reasons: (1) The transfer 
of allotments is a rather limited activity, 
effecting small numbers of people and 
farms, overall. Transfer prices are likely 
to have no measurable effect on the na¬ 
tional economy. <2) The true value of the 
allotments and marketing quotas varies 
from year to year with the market price 
of the commodity and the size of an¬ 
nounced Government payments, neither 
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NOTICES 


of which are subject to price ceilings. To 
attempt to require some fanners to trans¬ 
fer allotments to other farmers at less 
than true value would result In a windfall 
to the transferee at the expense of the 
transferor, with no measurable overall 
effect on the economy. (3) The legislative 
purpose of permitting certain quotas and 
allotments to move from less efficient to 
to more efficient farms wider specific 
conditions would be frustrated. 

K. Martin Worthy, 

Chief Counsel . 

Internal Revenue Service . 

Approved: 

Samuel R. Pierce, Jr.. 

General Counsel. 

Department of the Treasury. 

(PR Doc,7t-18703 Filed 13-21-71:0:14 axn| 

(Price Oommink>n Ruling 1071-81 

CORPORATE FISCAL YEAR 
ACCOUNTING 

Price Commission Ruling 

Facts. For the purposes of filing Income 
tax returns, preparing financial state¬ 
ments, and its general business opera¬ 
tions, Corporation X maintains Its books 
and records according to a fiscal year 
ended December 31st. On November 14, 
1971, Phase n of the economic stabiliza¬ 
tion program, established pursuant to the 
Economic Stabilization Act of 1970, be¬ 
came operative. 

Issue . Whether or not Corporation X 
must change from a fiscal year ended 
December 31st to a Qscal year ended 
November 13 th. 

Ruling. Corporation X may continue to 
maintain its books and records on the 
basis of a fiscal year ended December 
31st. Although November 14. 1971 Is a 
reference date or starting point which 
may be determinative of whether certain 
requirements may be operative with re¬ 
spect to the granting and implementation 
of certain price adjustments, there is no 
mandate in the Act or the regulations 
that the fiscal year of Corporation X be 
changed to end on November 13th. More¬ 
over. this same rule would apply regard¬ 
less of what date the fiscal year of Cor¬ 
poration X ended upon. Further, it is to 
be noted that the “fiscal year” referred 
to in this ruling is intended to moan a 
period of 12 months. 

This ruling has been approved by the 
General Counsel of the Price Commis¬ 
sion, 

Dated: December 16, 1971. 

K. Martin Worthy, 

Chief Counsel, 

Internal Revenue Service. 

Approved: 

Samuel R. Pierce, Jr„ 

General Counsel. 

Department of the Treasury. 

|FR Doc.71-18702 Filed 12-21-71 ;0: 14 am] 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 
CALIFORNIA 

Notice of Termination of Proposed 

Withdrawal and Reservation of 

Lands 

December 10. 1971. 

Notice of a U.8. Department of Agri¬ 
culture application. S 4106, for with¬ 
drawal and reservation of land for rec¬ 
reational purposes was published in the 
Fit. Doc. 70-17581 appearing on pages 
20015 and 20016 of the issue for Decem¬ 
ber 31, 1970. The Forest Service has can¬ 
celled Its application In its entirety, af¬ 
fecting the following described lands: 

Humboldt Muidian 

KLAMATH NATIONAL FOREST 

Nordheimer Flat Campground Site 

T. 10N..R. 7E„ 

Sec. 3. a portion of lot 2. 

T.11N.R7E, 

See. 34. a portion of SW!<8EU. 

The areas identified contain approxi¬ 
mately 11.4 acres in Siskiyou County 
more particularly described by metes and 
bounds as follows: 

Beginning at a point known u US Bench 
Mark designated aa Q241-1035, said bench 
mark lying N 30* E. a distance of 320 feet 
from corner No. I which U the true point of 
beginning: thence N. 65*30' E. a distance of 
662 feet to comer No. 2: thence N. 6* W.. a 
distance of 675 feet to corner No. 3: thence 
6. 68*30' W. a distance of 1,094 feet to corner 
No. 4; thence 8. 47* E.. a distance of 646 feet 
to corner No. 1, the true point of beginning. 

Therefore, pursuant to the regulations 
contained in 43 CFR 2091.2-5 (b), such 
lands at 10 am., on January 19.1972, will 
be relieved of the segregative effect of the 
above-mentioned application. 

Jesse H. Johnson. 

Acting Chief , Branch of 
Lands and Minerals Operations. 

(FR Doc.71-18636 Filed 12-21-71:8:45 am] 


COLORADO 

Notice of Termination of Proposed 
Withdrawal and Reservation of 
Lands 

December 14. 1971. 

Notice of a Bureau of Reclamation. 
UB. Department of the Interior applica¬ 
tion. Colorado 0102703. for withdrawal 
and reservation of lands for reclamation 
purposes in connection with the Frying- 
pan-Arkansas Project, was published as 
FH. Doc. No. 71-14710. on page 19518 
of the issue for Thursday, October 7. 
1971. The appUcant agency has canceled 
its application insofar as it affects the 
following described lands: 


Sixth Principal Meridian. Co: ' 

T. 12 8.. R. 79 W, 

Sec 5, That portion of the W] a Invaded by 
patented M S. 117 under Patent No 3104; 

Sec. 6, That portion Invaded by p^mtd 
MB. 1655 under Patent No. 7142, peremed 
M.S. 16592 under Patent No. 39736. pat¬ 
ented M.S. 56 under Patent No. 1086 And 
patented MB. 117 under Patent No 3104; 

8ec 8. WtoNE 1 *; and that portion of the 
EtjNEU invaded by patented Ms y& 
under Patent No. 4581: 

8ec. 9. That portion of the W^W 1 ,* invaded 
by patented MB. 62 under Patent No. 
1158. patented MB 350 under Pater.’. No 
4581. and patented MB. 16418 under i’ai- 
ent No. 30040. 

T.9S., R 80 W , 

Sec. 30. That portion of the MWV*NW 4 
invaded by patented MB 4528 under Pat¬ 
ent No. 16662. patented M S, 20317 under 
Patent No. 1000292. and patented MS, 
1203 under Patent No, 11144 
T 10 S.. R. 80 W , 

8ec. 7. S^HW'i. NE^SWVi. 

T 11 S R 80 W 

Sec. 14. SW*4NW»4. NW* 4 SW l ,4, S«*SW< 4 , 

Sec. 15. lota 1, 2. 4, 5. and 6. N^NW ‘ 4 ; 

Sec. 23. WV*NE*4. 8HS«14NE^. E'sE^ 
NW>4. NH8W*4. NV 4 8H,SW»4. N 1 ; N 1 j 

SE&; 

Sec. 24. lota 2,3. and 4. W^SWft; 

Sec. 25. lou 2. 3. 4. 5. C. 7. and 8. S‘,Nft 
8W%. S*48W V4. NH 6EI*. St*SE 1 < 

8ec. 26. lota 1. 2. 8ViNK^NE»4. SE' 4 SK 4 

NWU.SViSBK: 

8ec. 28, NW>4NW%. WVi 8 W« 4 N\Vi«. 

Sec. 29. E^SEUNEt,: 

Sec. 30. N^NE'4. N',NW*4. SfcNE'iBE**. 
T. 0 S., R 81 W., 

Sec. 25. E^SEtf: 

8ec 38. That portion of the E^, and the 
NEt^NW^ Invaded by patented MS 
2082 under Patent No. 21589. patented 
MB. 2358 under Patent No. 0474. patent¬ 
ed MB. 4752 under Patent No. 22038 Tind 
that portion of the E*4. and NE f ,NW^ 
withdrawn by Executive order dated 
April 16, 1889. rut amended by Executive 
order dated January 31, 1003 which re¬ 
served and set apart certain la ruin de¬ 
scribed by metes and bounds for the use 
of the United States Commit ion of tfsh 
and Fisheries (now the Bureau of Sport 
Fisheries and Wildlife). 

T 11 S..R.81 W.. 

Sec 24, 8EV4NEV4; 

Sec. 25. That portion of the W^NW 1 * and 
NWViSW*4 Invaded by patented MS. 
7928 under Patent No. 24474, patented 
M S. 11443 under Patent No. 29099 and 
patented MB. 16340 under Patent No. 
40002: 

Sec 26. S^NBVi. 

The above-described lands aggregate 
approximately 2,810.50 acres, which 
lands arc all patented without any min¬ 
eral reservations to the United States 

J. Elliott Hall. 

Chief. 

Division of Technical Services 

|FR Doc.71-18655 Piled 12-21-71 ;0 46 afll] 


OUTER CONTINENTAL SHELF OFF 
LOUISIANA 

Oil and Gas Lease Sale 

Reference is hereby made to the no¬ 
tice of an oil and gas lease sale published 
In the Federal Register on November 20, 
1971 (36 F.R. 22188). On December 20, 
1971, the United States Court of Appeals 
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for the District of Columbia Circuit or¬ 
dered in connection with said sale "that 
all bids shall be submitted as previously 
scheduled and all bids so submitted shall 
be impounded and kept sealed pending 
further order of this Court.*’ 

Pursuant to said court order, notice is 
hereby given that: (1) All bids submitted 
pursuant to said notice of s$le shall be 
impounded and kept sealed pending 
further order of said court; (2> unless 
said court issues a further order allowing 
bids to be opened and accepted within 30 
days from the date hereof, all bids shall 
be returned unopened to the bidders; and 
<3) all provisions of 43 CFR Part 3300 
that are Inconsistent with the provisions 
of this notice are hereby waived. 

Dated; December 21. 1971. 

Rogers C. B. Morton. 

Secretary of the Interior. 

| PR Doc.71-18825 FUod 13-21-71; 10:48 am | 


National Park Service 
BLUE RIDGE PARKWAY 

Notice of Intention To Issue a 
Concession Permit 

Pursuant to the provisions of section 5, 
of the Act of October 9. 1965 179 8tat, 
969: 16 U&.C. 20), public notice is hereby 
given that thirty (30) days after the date 
of publication of this notice, the Depart¬ 
ment of the Interior, through the Super¬ 
intendent , Blue Ridge Parkway, proposes 
to Issue a concession permit to S. S. 
Clark, Jr., authorizing him to provide 
concession facilities and services for the 
public at Moses H. Cane Memorial Park 
on the Blue Ridge Parkway for a period 
of 2 years from January 1, 1972. through 
December 31. 1973. 

Tlie foregoing concessioner has per¬ 
formed Ills obligations under a prior per¬ 
mit to the satisfaction of the National 
Park Service and. therefore, pursuant to 
the Act cited above, is entitled to be given 
preference in the renewal of the permit 
and in the negotiation of a new permit. 
However, under the Act cited above, the 
National Park Service Is also required 
to consider and evaluate all proposals re¬ 
ceived as a result of this notice. Any pro¬ 
posal to be considered and evaluated 
must be submitted within thirty (30) 
days after the publication date of this 
notice. 

Interested parties should contact the 
Superintendent, Blue Ridge Parkway. 
Post Office Box 1710, Roanoke, VA 24008 
lor information as to the requirements of 
too proposed permit. 

I>ated: December 1. 1971. 

Granville B. Liles. 

Superintendent. 

Blue Ridge Parkway . 

|FR Doc. 71-18033 Filed 13-21-71;8:46 am) 


NOTICES 

Office of Hearings and Appeals 

BURGESS MINING & CONSTRUCTION 
CORP. 

Petition for Modification of 
Mandatory Safoty Standard 

December 14, 1971. 

In regard petition of Burgess Mining it 
Construction Corp. for modification of a 
mandatory safety standard. Docket No. 
M 72-15, 480 Dragline Pit. Boothton 
Strip Operations. 

Notice is hereby given that Burgess 
Mining & Construction Corp. (petitioner) 
has filed a petition to modify the appli¬ 
cation of section 101 (h of the Act as im¬ 
plemented by §77.206(0 prescribed by 
the Secretary, with respect to its 480 
Dragline Pit—Boothton Strip Opera¬ 
tions. 8ectlon 77.206(c) provides as 
follows; 

Steep or vertical ladders which are used 
regularly at fixed locations shall be anchored 
securely and provided with backguards ex¬ 
tending from a point not more than 7 feet 
from the bottom of the ladder to the top of 
the ladder. 

Petitioner requests that the applica¬ 
tion of i 77.206(c) be modified to permit 
Burgess to operate mobile equipment 
without application of the standard to 
its operations. It is petitioner’s position 
that installation of the ladders on mobile 
equipment will result in a diminution of 
safety for the person using the ''ladder *’ 

Parties interested in this petition shall 
file their answer or comments and. if 
they wish a hearing, their request for 
one. within 30 days from the date of 
publication of this notice in the Federal 
Register, with the Office of Hearings and 
Appeals. Hearings Division, U.S. Depart¬ 
ment of the Interior. Ballston Tower No. 
3. 4015 Wilson Boulevard. Arlington. VA 
22203. Copies of the petition are avail¬ 
able for inspection at that address. 

James M. Day. 

Director. 

December 14. 1971. 

(FR Doc.71-18839 Filed 12-21-71:8:45 om| 


BURGESS MINING & CONSTRUCTION 
CORP. 

Petition for Modification of 
Mandatory Sofety Standard 

December 14. 1971. 

In regard petition of Burgess Mining it 
Construction Corp. for modification of a 
mandatory safety standard. Docket No. 
M 72-16, Boothton Strip Operations. 

Notice is hereby given that Burgess 
Mining it Construction Corp. (petitioner) 
has filed a petition to modify the appli¬ 
cation of section 101 (i> of the Act as 
implemented by M 77.1109(c) (1) and 
77.1109(e)(1) prescribed by the Secre¬ 
tary, with respect to its Boothton Strip 
Operations. Sections 77.1109(C)(1) and 
77.1109(e)(1) provide as follows; 

(c)(1) Mobilo equipment, including 
trucks, front-end loaders, bulldozers, port¬ 
able welding units, and augers, shall be 


2-1233 

equipped with at least one portable Are 
extinguisher. 

(e) Two portable Are extinguishers, or the 
equivalent, shall be provided at each of the 
following combustible liquid storage 
Installations: 

(1) Near each above ground or unburled 
combustible liquid storage station; and. 

Petitioner requests that the application 
of H 77.1109(0(1) and 77.1109(0(1) be 
modified to permit Burgess to operate 
front-end loaders and bulldozers in addi¬ 
tion to being permitted to maintain 
above-ground portable diesel fuel stor¬ 
age skid tanks within six hundred (600» 
feet of the required number of fire 
extinguishers. Also, that petitioner be 
allowed to operate pit haul trucks under 
certain conditions without Are ex¬ 
tinguishers. It is petitioner's position that 
no diminution of safety to employees 
would result if the same coverage under 
1 77.1199(c)(1) of the regulations were 
extended to above-ground portable diesel 
fuel storage tanks; and. that no diminu¬ 
tion of safety to employees would result 
if the same coverage under $ 77.1109 
(c)(3) of the regulations were extended 
to front-end loaders and bulldozers. 

Parties interested in this petition shall 
file their answer or comments and. if they 
wish a hearing, their request for one, 
within 30 days from the date of publica¬ 
tion of this notice in the Federal 
Register, with the Office of Hearings and 
Appeals. Hearings Division. U.S. Depart¬ 
ment of the Interior. Ballston Tower 
No. 3. 4015 Wilson Boulevard. Arlington, 
VA 22203. Copies of the petition are 
available for inspection at that address. 

James M. Day, 
Director. 

December 14. 1971. 

|FR Doc 71-18640 Piled 12-21-71:8:45 ami 


DEPARTMENT OF AGRICULTURE 

Agricultural Stabilization and 
Conservation Service 

FIRE-CURED, DARK AIR-CURED, VIR¬ 
GINIA SUN-CURED, CIGAR-BINDER 
(TYPES 51 AND 52), AND CIGAR- 
FILLER AND BINDER (TYPES 42, 43, 
44, 53, 54, AND 55) TOBACCO 

Notice of Referendum 

Notice is hereby given that on Janu¬ 
ary 10 to 14. 1972. each Inclusive, a refer¬ 
endum will be held of farmers engaged in 
the production of the 1971 crop of Cigar- 
fUler and Binder (types 42, 43. 44, 53. 54. 
and 55) tobacco, pursuant to the pro¬ 
visions of the Agricultural Adjustment 
Act of 1938, as amended. It Is hereby 
determined that the referendum will be 
held by mail ballot during the period 
specified above. Notice was given (36 F.R. 
21208) that consideration would be given 
to data, views, and recommendations on 
establisliing the date or period for hold¬ 
ing the referendum and whether the ref¬ 
erendum would be conducted at polling 
places rather than by mail ballot. No 
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data, views, or recommendations regard¬ 
ing the referendum were received pursu¬ 
ant to such notice. It Is hereby deter¬ 
mined that the referendum will be held 
by mall ballot during the period specified 
above. The purpose of the referendum is 
to determine whether the farmers voting 
favor a national marketing quota for 
each of the 1972-73, 1973-74, and 1974- 
75 marketing years for Cigar-filler and 
Binder (types 42. 43. 44, 53, 54, and 55) 
tobacco. The referendum will be con¬ 
ducted In accordance with the provisions 
of the Act and the Regulations Govern¬ 
ing the Holding of Referenda on Mar¬ 
keting Quotas, as amended. Part 717 of 
this chapter (28 FJL 13249). 

Signed at Washington, D.C., on De¬ 
cember 14.1971. 

Kenneth E. Frick. 

Administrator. Agricultural Sta¬ 
bilization and Conservation 
Service. 

|PR Doc.71-18060 Piled 19-21-71:8:49 am| 


FIRE-CURED, DARK AIR-CURED, VIR¬ 
GINIA SUN-CURED, CIGAR-BINDER 
(TYPES 51 AND 52), AND CIGAR- 
FILLER AND BINDER (TYPES 42, 43, 
44, 53, 54, AND 55) TOBACCO 

Notice of Referendum 

Notice is hereby given that on January 
10 to 14, 1972, each Inclusive, a refer¬ 
endum will be held of farmers engaged 
in the production of the 1971 crop of 
Cigar-binder (types 51 and 52) tobacco, 
pursuant to the provisions of the Agricul¬ 
tural Adjustment Act of 1938. as 
amended. Notice was given (36 F.R. 
21208) that consideration would be given 
to data, views, and recommendations on 
establishing the date or period for hold¬ 
ing the referendum and whether the ref¬ 
erendum would be conducted at polling 
places rather than by mall ballot. No 
data, views, or recommendations regard¬ 
ing the referendum were received pursu¬ 
ant to such notice. It is hereby deter¬ 
mined that the referendum will be held 
by mall ballot during the period specified 
above. The purpose of the referendum Is 
to determine whether the farmers voting 
favor a national marketing quota for 
each of the 1972-73. 1973-74, and 1974-75 
marketing years for Cigar-binder (types 
51 and 52) tobacco. The referendum will 
be conducted in accordance with the pro¬ 
visions of the Act and the Regulations 
Governing the Holding of Referenda on 
Marketing Quotas, as amended (28 FH. 
13249), Part 717 of this chapter. 

Signed at Washington. DC., on De¬ 
cember 14, 1971. 

Kenneth E. Frick. 

Administrator. Agricultural Sta¬ 
bilization and Conservation 
Service. 

I PR Doc.71-18661 Plied 12-21-71:8:49 tun] 


DEPARTMENT OF COMMERCE 

Bureau of the Census 

RETAILERS' INVENTORIES, SALES, 

PURCHASES, AND NUMBER OF ES¬ 
TABLISHMENTS 

Notice of Determination 

In accordance with title 13, United 
States Code, sections 181, 224. and 225 
and due notice of consideration having 
been published November 16, 1971 (36 
F.R. 21836) I have determined that cer¬ 
tain 1971 annual data for retail trade are 
needed to provide a sound statistical 
basis for the formation of policy by vari¬ 
ous governmental agencies and are also 
applicable to a variety of public and busi¬ 
ness needs. Tills annual survey is a con¬ 
tinuation of similar surveys conducted 
each year since 1951, and makes avail¬ 
able on a comparable classification basis 
data covering 1971 yearend Inventories, 
annual sales and purchases, and number 
of retail stores operated at the end of the 
year. This survey is the only continuing 
source available on a comparable classi¬ 
fication and timely basis for use as the 
benchmark for monthly Inventory and 
purchases estimates. It also assists in 
establishing a benchmark for the geo¬ 
graphic area distribution of sales. These 
data are not publicly available on a 
timely basis from nongovernmental or 
other governmental sources. 

Reports will be required only from a 
selected sample of retail establishments 
in the United States. The sample will 
provide, with measurable reliability, sta¬ 
tistics on the subjects specified above. 
Reports will be requested from sample 
stores based on their sales size, selection 
In Census list sample mall panel, and lo¬ 
cation In Census sample areas. A group 
of the largest firms, in terms of number 
of retail stores, will be requested to re¬ 
port their sales and number of stores by 
county; but those firms which are par¬ 
ticipating monthly in the Bureau’s geo¬ 
graphic area survey will be asked to 
report at the national level only. 

Report forms will be furnished to the 
firms covered by the survey and will be 
due 15 days after receipts. Copies of the 
forms are available on request to the 
Director. Bureau of the Census, Wash¬ 
ington. D.C. 20233. 

I have, therefore, directed that an 
annual survey be conducted for the pur¬ 
pose of collecting these data. 

Dated: December 17,1971. 

George H. Brown, 
Director , Bureau of the Census. 

|FR Doc.71-18685 Filed 12-21-71:8:47 ami 


DEPARTMENT OF HEALTH. 
EDUCATION. AND WELFARE 

Food and Drug Administration 
TATE AND LYLE, LTD. 

Notice of Filing of Petition for Food 
Additive 

Pursuant to provisions of the Federal 
Food. Drug, and Cosmetic Act isec. 
409(b)(5), 72 Slat. 1786; 21 USC. 
348(b) (5)), notice Is given that a peti¬ 
tion (FAP 2A2751 > has been filed by 
Tate and Lyle, Ltd.. Research Centre, 
Westcrham Road, Kcston. Kent, England 
BR2 6HJ. proposing the issuance of a 
food additive regulation (21 CFR Part 
121) to provide for the safe use of di¬ 
methyl dialkyl ammonium chloride, 
where the alkyl groups <C»«-Cr*> are 
derived from tallow, as a decolorizing 
agent In the manufacture of sugar 

Dated: December 10, 1971, 

Virgil O. Wodicka. 
Director, Bureau o/ Foods. 
|FR Doc.71-18646 Filed 12-21-71:8:40 am) 


AGREEMENT BETWEEN DEPARTMENT 
OF HEALTH, EDUCATION, AND 
WELFARE AND ENVIRONMENTAL 
PROTECTION AGENCY 

Notice Regarding Matters of Mutual 
Responsibility 

The Department of Health, Education, 
and Welfare and the Environmental 
Protection Agency have drawn up an 
agreement regarding matters of mutual 
responsibility under the Federal Food. 
Drug, and Cosmetic Act and the Federal 
Insecticide. Fungicide, and Rodenticide 
Act. It reads as follows: 

Detahtmcnt or Health, Education, and 

WELFARE 

Environmental Protection Agency 

MEMORANDUM OF AGREEMENT REGARDING MAT¬ 
TERS or MUTU AL responsibility rXDIR 
federal food, drug, and cosmetic act and 
FEDERAL INSECTICIDE, FUNGICIDE AND RO- 
DENTKTDE ACT 

Reorganisation Plan No. 3 of 1970 pub¬ 
lished In the Federal Register of October 1 
1070. stated In section 2. paragraph (4) that 
the functions vested In the> Secretary of 
Health. Education, and Welfare of establish¬ 
ing tolerances for pestlcido chemicals under 
the Federal Food. Drug, and Cosmetic Act. a» 
amended, 21 U.S-C. 346. 346a. end 348. were 
transferred to the Administrator of the 
Environmental Protection Agency effective 
December 2. 1070. After considering all of the 
various pesticide osea which have been *ub- 
Ject to petition procedure* under these three 
ejections, and certain other economic poUoo 
usee subject both to the Federal Insecticide. 
Fungicide, and Rodentlclde Act, 731 VoC 
35, and to the Federal Food. Drug. 
Cosmetic Act, the Administrator of the En¬ 
vironmental Protection Agency and the Sec¬ 
retary of Health. Education, and Welfare 
have concluded that this agreement i* 
needed to provide for the coordination or 
activities pertaining to economic poisons a*>“ 
to Inform all concerned as to which 


FEDERAL REGISTER, VOL 36, NO. 246—WEDNESDAY, DECEMBER 22, 1971 








NOTICES 


212.13 


trill process tlie pesticide petitions feu* each 
type of ubo. 

Reorganization Plan No. 3 also transferred 
•o the Administrator of the Environmental 
protection Agency the functions of the Sec¬ 
retary of Agriculture under the Federal In- 
urc f lclde. Fungicide, and Rodentlclde Act. 
There are certain products which are subject 
to the requirements of both the Federal Food, 
Drug, and Coemetic Act (FFDCA) and the 
Federal Insecticide. Fungicide, an RodenU- 
dde Act (FIFRA). In the past, confualon, 
misunderstanding and inconvenlenco have 
resulted from procedure* followed In con¬ 
nection with the proposed marketing of such 
products- The Administrator of the Environ¬ 
mental Protection Agency (EPA) and the 
Secretary of Health. Education, and Welfare 
iue agreed that a new procedure should be 
followed, whereby the manufacturer would 
be informed (1) of the agency exercising 
primary Jurisdiction regarding his product. 
(3) that the matter will be referred to the 
other agency for decision under the law of 
that agency, and (3) that approval for mar¬ 
keting the product will not be granted un¬ 
less or until each agency boo approved the 
marketing under it* respective authority. 
This matter was the subject of a proposed 
statement of general policy and Interpreta¬ 
tion published in the Federal Rfgiste* on 
August A, 1970. 

There are other procedures which should 
be established In order to facilitate the han¬ 
dling of matters which are of direct concern 
to both Agencies. These matters involve is¬ 
suance of regulations under section 400 of the 
PPDCA. establishment of reference stand¬ 
ards. exchange of Information on certain pro- 
grama, agreements with States and foreign 
countries on surveillance and enforcement 
activities on pesticide residues in food and 
publication of the Pesticide Analytical 
Manual. 

The term '‘pesticide chemical" is defined In 
section 301 (q) of the Federal Food. Drug, 
and Cosmetic Act os a substance which Is an 
"economic poison" under the Federal Insecti¬ 
cide. Fungicide, and Rodentlclde Act and 
Which la used In the production, storage, or 
transportation of raw agricultural commodi¬ 
ties. Economic poisons used on food crops be¬ 
fore or after harvest and on food animals are 
Included in this category. Economic poisons 
u»ad on or concentrating In processed foods 
are treated in the Federal Food. Drug, and 
Cosmetic Act os food additives rather than 
peuiclde chemicals. 

Both agencies agree that: 

1. The following petitions will be processed 
bf the Environmental Protection Agency: 

a. Petitions requesting tolerances or ex¬ 
emption from tolerances for residues of 
pesticide chemicals on raw agricultural 
commodities. 

b. Petitions for food additive regulations 
required for residues of pesticide chemicals 
carrying over and concentrating in processed 
foods manufactured from treated raw agri¬ 
cultural commodities. 

c. Petitions for regulation* for residues of 
economic poisons from direct treatment 
of processed foods with fumigants or 

insecticides. 

d Petitions for food addltlvo regulations 
to permit the safe use of economic poisons to 
impregnate food-packaging materials such os 
wrappers or bags to protect raw agricultural 
commodities from any pest or to protect 
processed foods from Insects. 

2 The following petitions will be proc- 
ttiedby FDA: 

a Petitions for food additive regulations to 
permit use of samlttzers on food-contact 

wrfsces. 

b. Petitions for food additive regulations 
to permit the safe use of economic poisons 
M preservatives in processed food. 


c. Petitions for food additive regulations 
to permit the safe use of economic poisons 
in food packaging material when such use is 
not covered by l A. 

3. Applications for approval of drugs under 
FFDCA and for registration of economic 
poisons under FIFRA will be processed as 
follows: 

a. Whenever a product is submitted to 
either FDA or EPA for approval and It Is be- * 
lleved by either agency that the product Is 
subject to the requirements of both the 
FFDCA and the FrPRA. an interagency deter¬ 
mination will be made and an agreement 
reached with respect to (l) whether the 
product Is subject to the requirements of 
the FFDCA and FIFRA. (2) whether par¬ 
ticular claims are "economic poison" or 
"drug" claims and (3) whether the repre¬ 
sentations made for the product, including 
the implications to be drawn therefrom, arc 
primarily "economic poison" or "drug" 
representations. 

b. Whenever application Is made to EPA 
for registration of a product that is both a 
drug and an economic poison and deter¬ 
mination has been made that the principal 
claims or representations relate to an eco¬ 
nomic poison, EPA will withhold registration 
of the product under FIFRA until It has been 
informed by FDA that the product com¬ 
pile* with the provisions of the laws ad¬ 
ministered by FDA. 

c. Whenever application Is mnde to FDA 
for approval of a product that is both a drug 
and an eoonomlc poison and determination 
has been made that the principal claims or 
representations relate to a drug. FDA will not 
approve a new drug application, a new ani¬ 
mal drug application, or an antibiotic appli¬ 
cation without first being advised by EPA 
thst the claims or repre sent ations subject to 
the provisions of the FIFRA are warranted 
and that the product U eligible for registra¬ 
tion under that act. 

d. Whenever application is made to EPA 
for the registration of a product that is both 
a drug and an economic poison and deter¬ 
mination has been made thst the principal 
claims or representations relate to a drug, 
the matter will be referred by EPA to FDA 
and the matter will thereafter be handled 
as If the application had been originally made 
to FDA. 

e. Whenever application Is made to FDA 
for approval of a product that is both an 
economic poison and a drug and determina¬ 
tion has been made that the principal claims 
or representations relate to an economic poi¬ 
son, the matter will be referred by FDA to 
EPA and the matter will thereafter be han¬ 
dled as U the application had been originally 
made to EPA. 

f Neither agency will approve the market¬ 
ing of a product under the law administered 
by it if the product would not be in rull 
compliance with the requirements of a law 
administered by the other. 

4. If the poisonous or deleterious substance 
referred to in section 400 of the Federal 
Food, Drug, and Cosmetic Act is present in 
food primarily as a result of Its use os a 
pesticide chemical, or an economic poison, 
any regulation establishing a tolerance for 
such substance In food will be promulgated 
by the Environmental Protection Agency. 
Any other regulations under section 400 will 
be promulgated by FDA. 

5. EPA will have primary responsibility 
for maintenance of an analytical reference 
standards repository of pesticides for which 
tolerances ore established. FDA will transfer 
to EPA those samples which have been pre¬ 
pared for this purpose. Upon request, por¬ 
tions of these samples will be mode avail¬ 
able to the FDA and local enforcement au¬ 
thorities as needed for use in official analysis. 


6. Each agency will appoint an Individual 
and alternates who shall be responsible for 
interagency cooperation and coordination. 

a. Tliesc representatives, with staff sup¬ 
port as desired, shall meet regularly on a 
mutually agreeable schedule to discuss pro¬ 
gram and policy coordination and to estab¬ 
lish operating procedures between the agen¬ 
cies. Primary functions of the representa¬ 
tives are: (i) To assure adherence to the 
general provisions of paragraphs 1-4 above. 
Inclusive; (11) to promote mutual concur¬ 
rence on chemical, toxicologic, and pharma¬ 
cologic requirements for pesticide tolerance*: 
(ill) to provide for complete and timely 
exchange of information concerning proposed 
tolerances, administrative guidelines, meth¬ 
odology. research programs, monitoring, sur- 
vclllar,ce and enforcement programs, and 
legal action: (iv) to provide that FDA will 
continue responsibility for agreements with 
States and foreign countries on surveillance 
and enforcement activities on pesticide resi¬ 
dues in food: (v) to provide that where the 
official US. delegate to international organi¬ 
sations la cither EPA or FDA this will not 
automatically preclude representation by the 
other agency: and (vi) to provide that pub¬ 
lication of FDA's Pesticide Analytical Manual 
for residues In foods and other environ¬ 
mental substrates will be continued as a joint 
FDA-EPA sponsorship under editorial man¬ 
agement consisting of representatives of both 
agencies. 

b. Issues arising out of the above provi¬ 
sions which ore not resolved after two 
regularly scheduled meetings shall be sub¬ 
mitted through the organizational structure 
of each agency for resolution. 

c. Agency representatives may propose 
additional agreements concerning throe and 
other matters affecting interagency coordina¬ 
tion and cooperation on the health aspects 
of pesticides and their residues in food and 
drugs. These proposals may be Jointly ap¬ 
proved by the Deputy Assistant Administra¬ 
tor for Pesticides Programs EPA. and the 
Commissioner of Food and Drugs, HEW. 

For tho Department of Health, Education, 
and Welfare. 

J, O. VENEMAN. 

Acting Secretary. 

June 17. 1971. 

Chakl.es C. Edwards. 

Commissioner. 

Mat 11. 1971. 

For the Environmental Protection Agency. 

WltLUM D. Rutxxlskaus, 

Administrator. 

September 4. 1971. 

Effective date. This agreement became 
effective an November 10. 1971, * 

Dated: December 9, 1971. 

Charles C. Edwards. 

Commissioner of Food and Drugs. 

[FR Doc,71-18651 Filed 12-21-71:8:49 ami 


ATOMIC ENERGY COMMISSION 

{Docket No. 50-3131 

ARKANSAS POWER & LIGHT CO. 

Notice of Availability of Applicant's 
Environmental Report and Supple¬ 
mental Environmental Report 

Pursuant to the National Environ¬ 
mental Policy Act of 1969 and the 


No. 246—Ft. I- 
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Atomic Energy Commission’s regulations 
in Appendix D to 10 CFR Part 50. notice 
is hereby given that reports entitled 
“Applicant’s Environmental Report— 
Operating Permit Stage,” and “Supple¬ 
ment No. 1 to Environmental Report,” 
for Arkansas Nuclear One, Unit 1, sub¬ 
mitted by the Arkansas Power & Light 
Co. have been placed in the Commis¬ 
sion’s Public Document Room at 1717 
H Street NW., Washington, D.C., and 
in the Arkansas River Valley Regional 
Library, Dardanelle. Ark. 72fc34. The 
report Is also being made available to 
the public at the Arkansas Planning 
Commission, Room 300, Game and Pish 
Commission Building. Little Rock. Ark. 
72201 and the West Central Arkansas 
Planning and Development District. Mu¬ 
nicipal Building, Box R. Hot Springs, 
Ark. 71901. 

These reports discuss environmental 
considerations related to the proposed 
operation of Arkansas Nuclear One. Unit 

1. located on the Dardanelle Reservoir 
on the Arkansas River in Pope County, 
Ark. 

After the reports have been analyzed 
by the Commission’s Director of Regu¬ 
lation or his designee, a draft detailed 
statement of environmental considera¬ 
tions related to the proposed action will 
be prepared. Upon preparation of the 
draft detailed statement, the Commis¬ 
sion will, among other tilings, cause to 
be published in the Federal Register 
a summary notice of availability of the 
draft detailed statement. The summary 
notice will request comments from Fed¬ 
eral agencies. State and local officials, 
and interested persons on the draft 
statement. The summary notice will also 
contain a statement to the effect that 
the comments of Federal agencies and 
State and local officials thereon will be 
available when received. 

Dated at Bcthesda. Md . this 13th day 
of December, 1971. 

For the Atomic Energy Commission. 

R. C. DeYoung. 

Assistant Director for Pressur¬ 
ized Water Reactors, Division 
of Reactor Licensing . 

|FR Doc.71-18654 Plied 12-31-71;8:51 im] 


CIVIL AERONAUTICS BOARD 

(Docket Noe, 23827. 23828; Order 71-12 08) 

AIR WEST 

Order Denying Temporary Suspension 
and Setting Application for Hearing 

Adopted by the Civil Aeronautics 
Board at its office in Washington. DC., 
on the 16th day of December 1971. 

On September 14. 1971, Hughes Air 
Corp. (Air West), filed an application 1 
to amend its certificate of public con¬ 
venience and necessity for route 76 by 
deleting Roseburg, Oreg. Air West also 


* Docket 23827. 


filed an application * requesting author¬ 
ity to suspend service temporarily at 
Roseburg until the Board acts upon its 
application in Docket 23827. 

In support of its application in Docket 
23828. Air West alleges that, inter alia, 
Roseburg has not generated sufficient 
passenger traffic to warrant the continu¬ 
ation of air service; 1 continuation of 
service at Roseburg will produce an an¬ 
nual subsidy requirement of approxi¬ 
mately $50,000; and there is adequate 
surface transportation available to other 
nearby airports. 

Answers In opposition were filed by 
the city of Roseburg and the Public 
Utility Commissioner of Oregon, re¬ 
questing denial of Air West’s applica¬ 
tion to temporarily suspend service at 
Roseburg pending investigation and 
hearing on Air West’s certificate amend¬ 
ment application in Docket 23827. The 
answering parties allege that, inter alia, 
suspension of Air West will terminate air 
service at Roseburg; the nearest airport 
is too distant to convenience the Rose- 
burg community; and Air West has done 
little to promote Its services at Roseburg. 

On October 14, 1971. Air West filed a 
consolidated reply. 

Upon consideration of the pleadings 
and all the relevant facts, wc have de¬ 
cided to deny Air West's request for a 
temporary suspension of service and to 
set for hearing Air West's application to 
delete Roseburg. 

We note that, in the absence of a re¬ 
placement service, Roseburg will be with¬ 
out air service.* As indicated above, the 
community opposes Air West’s suspen¬ 
sion, and we believe that under all the 
circumstances It is appropriate to con¬ 
sider, on an evidentiary record, the con¬ 
tentions of the parties. 

Accordingly . H is ordered. That: 

1. The application of Hughes Air Corp. 
(Air West), Docket 23828, be and it 
hereby is denied ; 

2. The application of Air West, in 
Docket 23827, be and It hereby is set for 
hearing at a time and place to be here¬ 
after designated; and 

3. This order shall be served on the 
city of Roseburg; Airport Manager, 
Roseburg Airport; 8tate of Oregon; Post¬ 
master Oeneral; United Air Lines, Inc.; 
and Hughes Air Corp. 

This order will be published In the Fed¬ 
eral Register. 

By the Civil Aeronautics Board. 

I seal] Phyllis T. Kaylor, 

Acting Secretary . 

(FR Doc.71-1 BC84 Filed 12-2i-71;8:47 am] 


• Docket 23828. 

■Air West alleges that In calendar year 
1970, It averaged only 18 passengers per 
departure. 

■ As recently as 1986 the Board determined, 
after a full hearing, that certificated service 
should he retained at Roeeburg. Coeur 
D’Alene/Roseburg Servloe Investigation, Or¬ 
der E-23756, May 31, 1968. 


CIVIL SERVICE COMMISSION 

NATIONAL LABOR RELATIONS BOARD 

Notice of Revocation of Authority to 
Make Noncareer Executive Assign- 
ment 

Under authority of ft 9.20 of Civil Serv¬ 
ice Rule IX (5 CFR 9.20, the Civil Serv¬ 
ice Commission revokes the authority of 
the National Labor Relations Board to 
AH by noncareer executive assignment in 
the excepted service the position of Spe¬ 
cial Assistant to the Genera! Counsel. 
Office of the General Counsel. 

United States Civil Serv¬ 
ice Commission, 

(seal] James C. 8pry, 

Executive Assistant 
to the Commissioners 
(FR Doc 71-18669 Filed 12-21-71;8:47 ami 


RADIATION MONITORS, PORTS¬ 
MOUTH NAVAL SHIPYARD, N.H. 

Manpower Shortage, Notice of Listing 

Under the provisions of 5 UB.C. 5723. 
the Civil Service Commission found on 
November 30, 1971, a manpower short¬ 
age for positions of Radiation Monitor 
A. WX-10 and Radiation Monitor B. 
WX-8. at the Portsmouth Naval Ship¬ 
yard. Portsmouth, N.H. 

Assuming other legal requirements are 
met, appointees to these positions may 
be paid for the expense of travel and 
transportation to first post of duty. 

United States Civil Serv¬ 
ice Commission, 
f seal) James C. Spry, 

Executive Assistant 
to the Commissioners 
(FR Doc.71-18884 Filed 12-21-71:8:46 am) 

ENVIRONMENTAL PROTECTION 
AGENCY 

AGREEMENT BETWEEN DEPARTMENT 
OF HEALTH, EDUCATION, AND 
WELFARE AND ENVIRONMENTAL 
PROTECTION AGENCY 

Notice Regarding Matters of Mutual 
Responsibility 

Cross Reference; For a document 
giving notice of agreement between the 
Department of Health, Education, and 
Welfare and the Environmental Protec¬ 
tion Agency on matters of mutual re¬ 
sponsibility under the Federal Food, 
Drug, and Cosmetic Act and the Federal 
Insecticide. Fungicide, and Rodenticide 
Act. see F.R. Doc. “Agreement between 
the Department of Health, Education, 
and Welfare and the Environmental 
Protection Agency on Matters of Mutual 
Responsibility” appearing at page 24234 
of this issue of the Federal Reoisttr 
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3 5-DlCHlORO-N-(1,1-DIMETHYl-2- 
PROPYNYUBENZ AMIDE 

Notice of Reextension of Temporary 
Tolerances 

The Rohm and Haas Co.. Independence 
Mail West. Philadelphia, Pa. 19105, was 
granted temporary tolerances for residues 
c( the herbicide 3.5-dichloro-AMl.l- 
dimethyl- 2 -propynyl) benzamide and its 
metabolites calculated as 3.5-dlchloro-N- 
4 1.1 -dimethyl-2-propynyl) benzamlde In 
or on the raw agricultural commodities 
alfalfa, clover, lespedesa, trefoil, and 
vetch at 3 ports per million; lettuce at 1 
part per million; kidney and liver at 0.2 
part per million (negligible residue); 
and milk at 0.01 part per million (neg¬ 
ligible residue) on August 29. 1969 (no¬ 
tice was published In the Federal Reg¬ 
ister of September 9, 1969 <34 P.R. 
14183)). At the request of the firm, the 
temporary tolerances were extended to 
August 29. 1971 (notice was published in 
the Federal Register of November 17, 
1970 (35 PH. 17678)). 

Subsequently, the firm amended the 
petition by (a) withdrawing the proposed 
tolerance on lespedeza; (b> specifying 
that the temporary tolerance of 0.2 port 
per million for negligible residues in kid¬ 
ney and liver apply to cattle and poultry; 
and (c) proposing temporary tolerances 
for negligible residues of the herbicide In 
eggs, meat, fat, and meat byproducts 
(except kidney and liver) of poultry at 
0.01 part per million. 

The firm has requested an additional 
1-year reextension to obtain additional 
experimental data. It 1s concluded that 
nich reextension will protect the public 
health. A condition under which these 
temporary tolerances are reextended Is 
that the herbicide will be used in accord¬ 
ance with the temporary permit which Is 
being Issued concurrently by the Environ¬ 
mental Protection Agency and which pro¬ 
vides for distribution under the Rohm 
and Haas Co. name. 

As reextended these temporary toler¬ 
ances expire August 29, 1972. 

This action is taken pursuant to pro¬ 
visions of the Federal Food. Drug, and 
Cosmetic Act (sec. 408(J). 68 Stat. 516; 
21 CLS.C. 346&(J)), the authority trans¬ 
ferred to the Administrator of the En¬ 
vironmental Protection Agency <35 PH. 
15623), and the authority delegated by 
the Administrator to the Deputy Assist¬ 
ant Administrator for Pesticides Pro¬ 
grams <36 PH 9038). 

Dated; December 14. 1971. 

William M. Upholt, 
Deputy Assistant Administrator 
for Pesticides Programs. 

(PR Doc. 71-18683 Piled 12-21-71;8:51 am] 


FEDERAL COMMUNICATIONS 
COMMISSION 

[FOC 71-125IJ 

BROADCASTING OF INFORMATION 
CONCERNING HORSE RACES 

Declaratory Ruling 

1. The Commission has under consid¬ 
eration requests for declaratory rulings, 
pursuant to 5 U.S.C. 554(d). and fi 1.2 of 
the Commission's rules <47 CFR 1.2), 
filed by the city of New York Oil-Track 
Betting Corp. (OTB). The ruling sought 
in each instance is that the Commission 
should not impose either administrative 
or other sanctions against television, 
radio, or cable systems If they broadcast 
(or cablecast) information about horse 
races and OTB. The thrust of the re¬ 
quest Is that the Commission now deter¬ 
mine that the broadcast or cablecast of 
such information would not be in con¬ 
travention of law, the Commission’s 
rules or policies or otherwise contrary 
to the public interest. 

2. OTB requested a ruling with respect 
to each of the following types of pro¬ 
grams, singly or in combination; 

(1) OTB produced replays of selected 
races that have been run at tracks in 
and/or out of New York State as to 
which OTB has accepted parimutuel 
wagers from city or State of New York 
bettors: 

(2) OTB produced race information 
programs, which would Include some or 
ail of the following: The results of all 
races (in and/or out of State) as to 
which OTB has accepted parimutuel 
wagers from city or State of New York 
bettors: the parimutuel prices paid on all 
such races; scratches, posttime changes, 
weights. Jockeys, odds, and track condi¬ 
tions as they concern future races (a rul¬ 
ing Is requested for the transmission of 
such information as soon as It is avail¬ 
able and for the transmission of such 
information on a delayed basis): 

<3) OTB produced live showings of all 
or some of the races of the program at 
tracks in and/or out of New York State; 

(4) News reports of some or all of the 
subjects described in (1) through (3) 
above: 

<5> Advertisements of OTB. including 
the promotion of legal off-track pari¬ 
mutuel wagering and explanations as to 
how OTB’s facilities may be utilized; 

(6) Documentary programs on OTB, 
including such material as descriptions 
of how OTB operates and its proceeds are 
used, and how illegal gambling is oper¬ 
ated and affects government and society. 

Additionally. OTB requests declaratory 
rulings as to the following utilization of 
facilities under the Commission's juris¬ 
diction: 

<7) Transmission by wire communica¬ 
tion or microwave of racing information 
from legally operated tracks in and/or 
out of New York State to OTB facilities; 


<8) Dissemination, by mass announce¬ 
ment telephone devices (as used, for ex¬ 
ample, by the National Weather Service > 
located in the city of New York, of all 
types of information on racing programs 
as to which OTB has accepted or will 
accept wagers from city or State of New 
York bettors. 

3. In 1964. following extended con¬ 
sideration. the Commission adopted a 
policy statement concerning the broad¬ 
casting of horseracing information/ The 
thrust and objective of that Policy State¬ 
ment was the curtailment or the use of 
broadcast facilities to disseminate infor¬ 
mation which is or might well be of sub¬ 
stantial use to illegal gambling. As ex¬ 
amples of broadcasts which were of con¬ 
cern to the Commission, the following 
were cited: 

(a) The broadcasting of a full pro¬ 
gram of races from a racetrack, simul¬ 
taneously with their running. 

(b) Broadcasting detailed changes in 
prerace information, such as post posi¬ 
tions. Jockeys, probable odds and 
scratches, prior to the race. 

(c) Broadcasting of off times as soon 
as this information is available or shortly 
thereafter. 

(d) Broadcasting race results and 
prices paid on a race before the next race 
has been run at the same track on the 
same day. 

(e> Broadcasts of horserace informa¬ 
tion sponsored by publishers of "scratch 
sheets" or other publications dissemi¬ 
nating detailed horseracing information 
by touts, or other persons whose activi¬ 
ties may result In aiding illegal gambling 
or furnishing information to illegal gam¬ 
blers or bookmakers. 

The Commission stressed that its concern 
w* *as primarily with those licensees which 
may regularly engage in the listed types 
of programing—and not where there are 
only isolated or sporadic instances of 
such broadcasts. Further we did not, nor 
did we intend to inhibit the broadcast 
of a race or races, or of full information 
about any races which are of widespread 
interest to the general public. 

4. The objective of our 1964 Policy 
Statement—that broadcast facilities 
should not be used to disseminate infor¬ 
mation wrhich is or might well be of sub¬ 
stantial assistance to illegal gambling— 
remains a matter of continuing concern 
to the Commission and to the Federal 
Government. This concern with illegal 
gambling activities is also reflected in 
the establishment by President Nixon of 
the National Council on Organized 
Crime.' which is charged with the re¬ 
sponsibility of formulating a nationwide 
approach to the elimination of organized 
crime and its report is due in the not too 
distant future. There Is no basis there¬ 
fore for any relaxation or limitation of 


1 Report and order. Docket No. 15040, 26 
FCC 1571 (1964). revUtng previous Policy 
Statement. Public Notice. Nov. 22, 1981, FCC 
81-1404. 

• Executive Order 11534,35 FJL Ill, June 9. 
1070. 
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the strictures set forth in our 1964 Policy 
Statement at the present time. 

5. The Commission recognized that 
betting on horseracing under the aegis 
of the Off-Track Betting Corp. of the 
city of New York has been authorized 
by State law and that it is petitioner's 
desire to use broadcast facilities in fur¬ 
therance of legal activities. With that in 
view, we will address ourselves to the 
requests seriatim. 

Request No. 1. The Commission ruling 
on this request will be encompassed with 
the ruling on the request in paragraph 
6 of this document. 

Request No. 2. The request is clearly 
inconsistent with the Commission's 1964 
Policy Statement, and we rule against it 
for our licensees. 

Request No. 3. The broadcasting of a 
full program of races from a racetrack, 
simultaneously with their running would 
be in conflict with our 1964 Policy State¬ 
ment. However a modified grant of this 
request is contained in paragraph 6 of 
this ruling. 

Request No. 4. Bona fide news stories 
that arc not inconsistent with our 1964 
Policy Statement are. of course, permis¬ 
sible. 

Request No. 5. While OTB betting ac¬ 
tivities are legal in the State of New 
York, it would appear that the use of 
broadcast facilities to promote such legal 
activities would also serve to promote 
private and still Illegal gambling in that 
State as well as promoting gambling 
activities in neighboring States where 
it Ls still illegal. The broadcast of such 
programs would therefore be contrary to 
our 1964 Policy Statement. The extent of 
allowable advertising would be limited to 
"institutional advertisements" !.e. r in 
much the same manner as the racetracks 
currently advertise "come to XYZ race 
track". 

Request No, 6. The use of documentary 
programs would not be outside the pur¬ 
view of the Commission's Policy State¬ 
ment. 

Request No. 7. Transmission by wire 
communication or microwave of racing 
information from legally operated tracks 
in and/or out of New York State to OTB 
facilities. See (8) below. 

Request No. 8. Items (7) and (8) ap¬ 
pear to come within the provisions of 
Title 18 U.S.C. I 1084(b). which makes 
the general prohibition against the trans¬ 
mission of wagering Information inappli¬ 
cable in certain situations. The legislative 
history* * makes clear that subsection (b) 
was enacted so as to exclude such activi¬ 
ties in the State of Nevada from the gen¬ 
eral prohibition. Since the State of New 
York has legalized off-track horserace 
betting, the types of activities described 
In (7) and (8) would also come within 
subsection (b>. 

6. OTB in a supplementary request 
asked the Commission to rule upon two 
additional matters: 

(a) A daily 30-minute early evening 
program which would include replays of 
some races run that day and the results 
and prices paid on races as to which OTB 


had accepted parimutuel wagers from 
city or State of New York bettors and <b> 
a daily 30-mlnute evening program of the 
same nature, but including live coverage 
of the final race run at a given track. 

It is the Commission’s view that the 
broadcast of such programs would not be 
inconsistent with our 1964 Policy State¬ 
ment. In fact the broadcast of programs 
similar to these are not uncommon in 
various parts of the country.' 

Adopted : December 15,1971. 

Released: December 17,1971. 

Federal Communications 
Commission/ 

(seal) Ben F. Waple, 

Secretary . 

|FR Doc 71-18675 Filed 12-21-71:8:47 amj 


| Dockets Noe 12272. 19273; FCC 71R-3641 

WVOC, INC., AND MICHIGAN 
BROADCASTING CO. 

Memorandum Opinion and Order 
Enlarging Issues 

In regard applications of WVOC. Inc., 
Battle Creek. Mich.. Docket No. 19272, 
File No. BPH-7005; Michigan Broadcast¬ 
ing Co., Battle Creek. Mich.. Docket No. 
19273, File No. BPH-7045; for construc¬ 
tion permits. 

1. This proceeding involves the mutu¬ 
ally exclusive applications of WVOC, Inc. 
(WVOC>, and Michigan Broadcasting 
Co. (Michigan), each requesting a con¬ 
struction permit for a new Class A FM 
broadcast station at Battle Creek, Mich. 
The applications were designated for 
hearing by Commission Order. FCC 71- 
670. 36 Fit. 12642, published July 2. 1971. 
Presently before the Review Board Is a 
petition to enlarge issues, filed July 19. 
1971. by Michigan, which requests the 
addition of staff adequacy, equipment 
and technical facilities, engineering and 
financial issues against WVOC.' 

Staff Adequacy Issue 

2. In its application, as originally filed, 
WVOC proposed a staff of six persons 
to effectuate a programing proposal of 
128 hours per week with nearly complete 
duplication of the programing of day- 
time-only standard broadcast Station 
WVOC, Battle Creek, Mich/ Utilization 


• Commission action in this area ls coordi¬ 
nated with the Department of Justice and 
this procedure has been followed with respect 
to this proceeding. 

• Commissioner Johnson absent. 

»Other related pleadlngo before the Board 
are: (a) Opposition. Alcd Aug. 2. 1071. by 
WVOC; (b) comments, filed Aug. 3. 1971. by 
the Broadcast Bureau; and (c) reply, ft led 
Aug. 9. 1971, by Michigan Supplemental cer- 
tlftcatea of service were also ftled by Michigan 
on July 22, 1971, and Aug. 11. 1971. 

• WVOC Ls the corporate licensee of Station 
WVOC (1600 kHz. 1 kw.. DA), which op¬ 
erates with a stall of six employees for ap¬ 
proximately 80 hours each week. Petitioner la 
also the licensee of a Battle Creek AM facu¬ 
lty. 8taUon WBCK. which operates on 030 
kHz, 1 kw . 6 kw.-L8. DA-2, U. 


of the studio facilities and news staff 
of Station WVOC, and the full-time par¬ 
ticipation of two principals. Don F. Price 
and D. Burdette Price as general man¬ 
ager and program director, respectively, 
was also indicated by the applicant. On 
March 30, 1971, WVOC amended its ap¬ 
plication to reflect 128 hours of inde¬ 
pendent FM programing each week and 
a staff of "six full time, one part time** 
employees/ Michigan contends that over 
40 percent of WVOC's weekly FM broad¬ 
cast schedule will be devoted to local 
programing with a special emphasis cm 
religious programs 4 and that the pro¬ 
posed FM staff, allegedly comprised of 
the six full-time employees of Station 
WVOC and complemented by only one 
part-time employee, will not be adequate 
to implement the programing proi>osal 
of the proposed station and. at the same 
time, perform its normal duties for Sta¬ 
tion WVOC. In Michigan's view, the un¬ 
realistic staffing proposal of WVOC re¬ 
quires the addition of the requested 
Issue/ 

3. WVOC opposes petitioner's request, 
contending that its staffing arrange¬ 
ments are unambiguous and have been 
fully set forth in its application. While 
its intention to rely somewhat upon the 
new’s staff and news wire facilities of 
Station WVOC and the participation of 
the Prices, w ho discharge similar respon¬ 
sibilities with respect to the AM opera¬ 
tion, was set forth in its application, 
WVOC points out that it never indicated 
that the six-man staff of Station WVOC 
will also operate the proposed FM facil¬ 
ity. A separate staff of six full-time and 
one part-time employees ls, in WVOC's 
opinion, sufficient to effectuate a pro¬ 
graming proposal that Is not "overly am¬ 
bitious'*. In this connection. WVOC as¬ 
serts that the major portion of the reli¬ 
gion and religious music programs, which 
comprise 30 percent of its total weekly 
broadcast time (see note 4. supra > are en¬ 
tertainment offerings, whereas the re¬ 
maining religious programs were includ¬ 
ed in the 5 hours of broadcast time <4.2 


•The applicant's first-year operating coat* 
estimate was also increased from 112.000 to 
#18,000. w , , 

•The WVOC application reflect-* the fol¬ 
lowing allocations of broadcast time 
(4.6 percent); public affairs (2.3 percent); 
and all other programs, exclusive of enter¬ 
tainment and sports (4.2 percent). In **• 
dll ion, WVOC proposes to devote 30 percent 
of He weekly air time to religion and rcltgiou* 
music By an amendment ftled June 7. Ivfh 
WVOC Indicated ite Intention to sctlve-y 
seek out and broadcast religious programs 
produced by established representatives or 
the major faiths In the Battle Creek area. 

• Noting that there ls "some ambiguity’* m 

to whether the six full-time employees pro¬ 
posed by WVOC to operate Its FM station are 
also employee* of 8tatlon WVOC, the 
cast Bureau supports petitioner’s request, m 
the absence of additional Information regard¬ 
ing the duties and responsibilities of u* 
proposed staff and the extent of the proposed 
station's local program originations. 
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percent of the weekly schedule) allocated 
to the “all other programs* *’ category** 

4 . The Review Board believes that the 
petitioner's allegations are insufficient to 
warrant the Inclusion of the requested 
suff adequacy issue. Petitioner’s allega¬ 
tion* arc premised upon its belief that 
the six full-time employees proposed to 
operate the FM station are tlie same full¬ 
time employees presently operating Sta¬ 
tion WVOC. However, neither the WVOC 
application as originally filed nor the 
ippticant’s March 30, 1971. amendment 
lend adequate support to petitioner’s as¬ 
sertion. The applicant’s staffing arrange¬ 
ments are clearly set forth in its amended 
application, and the Board is not per¬ 
suaded that they do not correctly repre¬ 
sent WVOC’s intentions. See KLRA, Inc., 
7 PCC 2d 458. 9 RR 2d 933 (1967). The 
WVOC programing proposal does not ap¬ 
pear to involve any unusual program 
plans which might afreet the proposed 
staff’s ability to implement the proposal 
•compare Regal Broadcasting Corpora¬ 
tion »WHRLr-FM). FCC 68R-386. 14 RR 
2d 287. released September 19. lses*;* 
and petitioner’s contentions In this re¬ 
tard, which arc based upon its mistaken 
beliefs concerning the six full-time FM 
employees and the amount of broadcast 
time to be devoted by WVOC to religious 
programing, are both speculative and 
generalized and lack the supporting doc¬ 
umentation required by $ 1.229(c^ to 
justify the addition of an issue. See Mar¬ 
tin Lake Broadcasting Company. 23 FCC 
2d 721, 19 RR 2d 277 <1970>: Fred Kays- 
bier. 19 FCC 2d 638. 17 RR 2d 389 (1969); 
and Community Broadcasters, Inc., 10 
FCC 2d 48. 11 RR 2d 223 <1967*. 

Equipment and Technical Facilities 
Issue 

5. Michigan seeks the addition of an 
issue to determine whether the equip¬ 
ment and technical facilities proposed by 
WVOC are adequate to effectuate its 
program proposal. In support of its re¬ 
quest. petitioner notes that, notwith¬ 
standing the March 30. 1971, revision of 


'Claiming that the annual salary coat for 
* **pamtely staffed PM station of six full- 
ttme and one part-time employees would ex- 
WVOC’t 418,000 budget for first-year 
operating expenses, Michigan contends. In 
1U reply pleading, that a joint AM-FM staff 
1* proposed, and that WVOC has not demon¬ 
strated the manner in which Its proposed 
AM-PM staff can effectuate the FM station's 
programing proposal. 

r WHCN. Inc. (WHCN-FM), 25 FCC 2d 873. 
1* RR 2d 1017 (1070). the case rolled upon 
by both the petitioner and the Broadcast 
Bureau, is inapposite. Unlike the Instant 
situation, the five employee® proposed to 
Implement that FM station's 119 hours of 
weekly broadcast time were also required 
to gather, edit and present the news pro- 
a major program emphasis of that 
itaUon As previously noted. WVOC. which 
»'U1 devote 6 hours a week (4.6 percent of 
u weekly schedule) to news programs, In- 
t*hds to rely upon the news staff and news 
wire facilities of Station WVOC. whoee as- 
Jounce u not challenged by petitioner. 

Tn County Broadcasting Company, 27 
rCC 2d 1013. 21 RR 2d 380 (1971); Cosmo- 
PWUn Enterprises. Inc., 4 FCC 2d 639. 8 RR 
180 (1966). 


its programing proposal which reflects 
128 hours of nonduplicated FM pro¬ 
graming. WVOC neither provided for 
additional program origination equip¬ 
ment nor indicated how the studio fa¬ 
cilities of Station WVOC could be utilized 
in order to permit the simultaneous 
operation of the proposed FM facility 
and Station WVOC during the daytime. 
Rather, notes Michigan. WVOC merely 
repeated its initial response to para¬ 
graph 1(a), section III of FCC Form 
301 that the necessary program origina¬ 
tion equipment and studio facilities were 
“on hand*’, thereby indicating that no 
expenditures would be required for 
these items.* Arguing that it cannot be 
assumed, in the absence of a showing by 
WVOC. that the amended WVOC pro¬ 
posal will not result in the need for 
additional programing equipment and 
studio facilities, Michigan submits that 
an evidentiary inquiry in this regard is 
warranted. The Broadcast Bureau agrees 
with the petitioner that the requested 
issue should be added. 

6. The serious questions raised by peti¬ 
tioner concerning WVOC’s proposed 
equipment and technical facilities have 
not been resolved by WVOCs opposition 
pleading. WVOC makes no attempt to 
set forth the program origination equip¬ 
ment which Is allegedly "on hand*’ and 
which will be used to effectuate its FM 
proposal when Station WVOC is simul¬ 
taneously broadcasting. Nor does the ap¬ 
plicant explain the manner in which 
the Station WVOC studio facilities can 
be utilized by both operations at the 
same time.* Since we are unable to de¬ 
termine. on the basis of the pleadings 
before us, whether WVOC has the neces¬ 
sary program origination equipment and 
adequate studio facilities to effectuate its 
programing proposal, the Review Board 
will specify an appropriate issue under 
which these serious questions can be 
resolved. Sec Kitty hawk Broadcasting 
Corp.. 8 FCC 2d 839. 844-45, 10 RR 2d 
628. 636 0967 >. 

Engineering Issue 

7. On March 2. 1971. WVOC amended 
the engineering portion of its application 
(sections V-B and V-G) to reflect that 
the existing radio tower, upon w r hich the 
FM antenna of the proposed station will 
be si demounted, will be increased in 
height from 180 feet to 240 feet.** Michi¬ 
gan contends that the proposed FM tower 
structure will reradiate the signal of 


• By comparison. Michigan points out that 
while it wlU utilise the facilities of Its un¬ 
limited-time AM faculty In Battle Creek, 
Station WBCK, It has allocated over $14,000 
for additional program origination equip¬ 
ment and remodeling coats to effectuate Its 
undupllcnted program format. 

• In fact. WVOC does not address itself to 
this matter In Its opposition pleading 

‘"The tower, formerly utilized by Station 
WVOC in iu directional operation. Is located 
adjacent to the Station WVOC tranamtttcr- 
studio building, from which structure the 
applicant's FM operation will also be directed. 
A 240-foot tower represents an eleotrlcai 
height of 0.23 wavelength at Station WBCK • 
authorized frequency. 


Station WBCK and possibly distort the 
daytime and nighttime directional radia¬ 
tion patterns of that station, whose 
transmitter is located only 0.7 mile from 
the WVOC transmitter site." The addi¬ 
tion of an issue to permit the exploration 
of tills possible reradiation problem at 
the hearing is requested by petitioner, 
Alleging that reradiation problems of 
tills nature are most readily resolved by 
empirical methods pursuant to well es¬ 
tablished engineering procedures, the 
Broadcast Bureau opfxwcs petitioner's 
request and argues that the matter can 
be alleviated by appropriately condition¬ 
ing a grant of the WVOC application; 

8. The Review' Board will deny the re¬ 
quested issue. Michigan's allegations do 
not comport with the specificity require¬ 
ments of 3 1.229(c). Rather than submit 
an engineering analysts indicating the 
probable magnitude of the distortions in 
Station WBCK’s directional radiation 
patterns. Michigan has chosen to rely 
solely upon its engineer’s belief that there 
is a “good possibility” that distortion will 
result. Michigan has not alleged that it 
would be impractical or impossible for 
WVOC to correct any distortions which 
might occur in the Station WBCK direc¬ 
tional radiation patterns by detuning the 
proposed FM antenna structure. In view 
of tiie foregoing circumstances, addition 
of the requested issue is not warranted. 
Cf. Pettit Broadcasting Co.. FCC 71R- 
252. 22 RR 2d 717. released August 18. 
1971; Babcorn, Inc.. 13 FCC 2d 208. 13 
RR 2d 435 (1965). However, the erection 
of the proposed FM antenna structure at 
the Station WVOC transmitter site and 
In close proximity to the transmitter site 
of Station WBCK does warrant tiie pro¬ 
vision of a means to detect and cope with 
any reradiation and interaction of the 
signals of those standard broadcast direc¬ 
tional operations. In light of the above 
and the applicant’s apparent failure to 
comply with the provisions of 5 73.316 
(l)," the Review Board will, on its own 
motion, require that WVOC. as a condi¬ 
tion to a grant of its application, make 
appropriate tests prior and subsequent 
to construction in order to insure that 
said construction will not adversely affect 
the operation of the directional antenna 
systems of standard broadcast Stations 
WVOC and WBCK. See $73,316(1); 
and Babcorn. Inc., supra. 


11 An attached affidavit of Station WBCK’s 
consulting engineer supports the petitioner's 
contentions. 

u WVOC does not oppose the imposition of 
such a condition, and submits that, if neces¬ 
sary. it will utilize the considerable detuning 
equipment assertedly on hand at Station 
WVOC to remedy any rerodlatlon of the Sta¬ 
tion WBCK signal. 

“In pertinent part, | 73.316(1) requires 
that “(W)hen the proposed PM broadcast an¬ 
tenna Is to be mounted on a tower In the 
vicinity .of a standard broadcast directional 
array and It appears that the operation of 
the directional antenna system may be af¬ 
fected. an engineering study must be filed 
with the FM broadcast application concern¬ 
ing the effect of the FM broadcast antenna 
on the directional pattern". The requtrrd 
engineering study does not accompany the 
WVOC application. 
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Financial Issue 

9. In its amended application. WVOC 
indicates that it will require funds total¬ 
ing $38,511.80 in order to construct and 
operate the proposed station for one year, 
and that It has available $30,810.00 from 
a bank loan and a deferred credit ar¬ 
rangement with its equipment supplier. 
$11,116.39 in existing capital and $4,- 
379.22 in certified accounts receivable for 
a total of $46,305.61. Petitioner argues, 
however, that WVOC has inflated its 
available funds and understated its cost 
estimates. Specifically, Michigan con¬ 
tends that WVOC has failed to deduct 
current liabilities of $7,310 from its avail¬ 
able assets; that WVOC’s allocation of 
$1,000 for preoperation legal expenses is 
insufficient by at least $6,000 in view of 
the comparative hearing that will ensue; 
and that WVOC will incur additional 
costs in order to provide adequate pro¬ 
gram origination equipment and neces¬ 
sary studio facilities to effectuate its non- 
duplication programing proposal (see 
paragraph 5, supra). An inquiry concern¬ 
ing the WVOC financial proposal is re¬ 
quested by petitioner. 

10. In determining the amount of 
available funds, upon which an applicant 
can rely to finance its proposed station, 
the Commission looks to the applicant’s 
net liquid asset position, rather than 
merely to its current assets.’‘ See Edward 
G. Atsinger m. 29 FCC 2d 443, 21 RR 2d 
1039 (1971); and Albert L. Crain, 26 FCC 
2d 571 (1970). Offsetting WVOC's current 
assets of existing capital and certified ac¬ 
counts receivable by its current liabili¬ 
ties ($15,485.61 less $7,310). the appli¬ 
cant’s net liquid assets total $8,175.61. 
and when this sum Is added to the ap¬ 
plicant's other available funds ($30,810 
in loons and deferred credit). It appears 
that WVOC’s available funds ($38,- 
985.61) exceed its estimated costs ($38,- 
511.80) by $473.81. A financial issue will 
not be added where, as here, an appli¬ 
cant has shown the availability of funds 
in excess of the amount required to con¬ 
struct and operate the proposed station 
for 1 year. See Edward O, Atsinger HI, 
supra. While petitioner challenges the 
adequacy of WVOC’s cost estimates, 
Michigan’s allegations pertaining to the 
applicant's allocation for legal expenses 
lack the specificity and supporting docu¬ 
mentation required by § 1.229(c). See 
Almardon Incorporated of Florida. 16 
FCC 2d 395. 15 RR 2d 600 (1969); and 
Lorain Community Broadcasting Com¬ 
pany, 5 FCC 2d 810, 8 RR 2d 1X41 (1966). 
Similarly, Michigan’s assertions concern¬ 


14 Paragraph 4(b) of section m. FCC Form 
301. requires on applicant to submit a finan¬ 
cial statement “showing all liabilities and 
containing current and liquid assets suffi¬ 
cient in amount to meet current liabilities 

• * * and. In addition, to Indicate financial 
ability’*. Also see column If, paragraph 1(c) 
of section m which requires a listing of net 
existing capital. In addition, the Board notes 
Lho lack of a showing that the applicant’s 
current UablUtUe con he discounted by re¬ 
liance on the cash flow of 8tatlon WVOC. See 
Eastern Broadcasting Corporation. 30 FCC 2d 
745. 22 RR 2d 472 (1971), review dismissed 32 
FCC 2d 187 (1971). 


ing additional expenditures by the appli¬ 
cant for program origination equipment 
and studio facilities are premised upon 
a need which is to be determined at the 
hearing (see paragraph 6. supra), and 
thus do not adequately support the addi¬ 
tion of the requested financial Issue at 
this time. Moreover, the petitioner has 
not shown that these assumed construc¬ 
tion expenses as well as the engineering 
expenses Incident to the conditions speci¬ 
fied by the Board (see paragraph 8. 
supra) would so impair WVOC’s surplus 
funds and its allocation for miscellaneous 
construction expenses ($500.00) as to 
warrant the addition of a financial Issue. 
See Jay Sadow (WRIP), 27 FCC 2d 248. 
20 RR 2d 1171 (1971); Home Service 
Broadcasting Corporation. 21 FCC 2d 
168, 18 RR 2d 63 (1970); and Cherokee 
Broadcasting Co.. 8 FCC 2d 138, 142, 9 
RR 2d 1277,1282 (1967). 

11. Accordingly, it is ordered . Tliat the 
petition to enlarge Issues, filed July 19. 
1971, by Michigan Broadcasting Co., is 
granted to the extent indicated below, 
and is denied in all other respects; and 

12. It is further ordered , That the is¬ 
sues in tills proceeding are enlarged by 
the addition of the following Issue: 

To determine whether WVOC. Inc., 
possesses adequate program origination 
equipment and technical facilities to ef¬ 
fectuate its proposed operation and. if 
not. the effect thereof upon the appli¬ 
cant’s technical qualifications; and 

13. It is further ordered , That the bur¬ 
dens of proceeding and proof under the 
issue added herein shall be on WVOC, 
Inc.; and 

14. It is further ordered , That, on the 
Board's own motion, in the event of a 
grant of the application of WVOC. Inc. 
(BPH-7005). for a construction permit, 
such grant shall be subject to the follow¬ 
ing conditions: 

Before program tests are authorized, 
permittee shall file with the Commission 
sufficient field intensity measurements 
made on standard broadcast Station 
WBCK to satisfactorily demonstrate 
that the Station WBCK daytime and 
nighttime directional radiation patterns 
have not changed as a result of permit¬ 
tee's construction. The minimum re¬ 
quired measurements, made prior and 
subsequent to said construction, shall in¬ 
clude at least ten (10) consecutive points 
for each of the radials included in the 
last complete Station WBCK proofs of 
performance on file with the Commis¬ 
sion. Permittee shall assume responsi¬ 
bility for all costs involved in complying 
with this condition. 

During construction. Station WVOC 
shall determine the operating power by 
the indirect method and shall maintain 
the directional antenna system as closely 
as possible to values appearing in the 
license. Upon completion of construc¬ 
tion. the common point resistance shall 
be remeasured and the results submitted 
with FCC Form 302 in Station WVOC’s 
request to determine the operating power 
by the direct method. In addition, a 
skeleton proof shall be submitted, con¬ 
sisting of at least five (5) field Intensity 
measurements on each radial measured 


in connection with the last complete sta- 
Uon WVOC proof of performano nicd 
with the Commission to prove that the 
directional pattern of Station WVOC haj 
not been changed. Data submitted shall 
include a tabulation of all pertinent 
meter Indications and the measured 
fields at the monitoring locations and 
a sketch of the complete installs (ton 
showing pertinent dimensions. 

Adopted: December 16,1971. 
Released: December 17,1971, 

Federal Communications 
Commission, 
l SEAL) BKNF.WaFLK, 

Secretary 

lFR Doc.71-18670 Filed 12-21-71 ;8;47 ami 


FEDERAL MARITIME COMMISSION 

PACIFIC FAR EAST LINE, INC. AND 
DELTA LINE, INC. 

Notice of Agreement Filed 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act. 1916. m 
amended (39 Stat. 733, 75 Stat 763. 46 
U.8.C. 814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission. 1405 I Street NW. 
Room 1015; or may inspect the agree¬ 
ment at the field offices located at New 
York, N.Y., New Orleans, La., and San 
Francisco, Calif. Comments chi such 
agreements, including requests for hear¬ 
ing, may be submitted to the Secretary. 
Federal Maritime Commission. Washing¬ 
ton. D.C. 20573. within 20 days after pub¬ 
lication of this notice in the Federal 
Reojster. Any person desiring a hearing 
on the proposed agreement shall provide 
a clear and concise statement of the 
matters upon which they desire to adduce 
evidence. An allegation of discrimination 
or unfairness shall be accompanied by 
a statement describing the discrimina¬ 
tion or unfairness with particularity If 
a violation of the Act or detriment to the 
commerce of the United States is alleged, 
the statement shall set forth with par¬ 
ticularity the acts and circumstances 
said to constitute such violation or detri¬ 
ment to commerce. 

A copy of any such statement should 
also be forwarded to the party filing tlie 
agreement (as indicated hereinafter' and 
the statement should Indicate that this 
has been done. 

Notice of agreement filed by: 

Mr. Edward L. Formoao. Regional Manager. 
Southeastern Territory. Pacific Far Em* * 
Line. Inc.. 918 16th Street NW. Woshing- 
ton. DC 20006 

Agreement No. 9855, between Pacific 
Far East Line, Inc. and Delta Line. Inc. 
Is a memorandum of understanding 
whereby Delta Line. Inc., if requested to 
do so. will perform normal vessel hus¬ 
banding functions for the SS Mariposa 
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when she calls at Rio de Janeiro, Brazil, 
and Salvador (Bahia). Brazil In connec¬ 
tion with an around-the-world cruise 
scheduled to depart from San Francisco, 
Calif., March 9. 1972. 

Dated: December 17. 1971. 

By order of the Federal Maritime 
Commission. 

Francis C. Hurney. 

Secretary. 

[FR Doc.71-18712 Filed 12-21-71.8:60 am) 


TRANS-PACIFIC FREIGHT 
CONFERENCE OF JAPAN 

Notice of Agreement Filed 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act. 1916, as 
amended (39 Stat. 733. 75 Stat. 763. 
46 US.C. 814). 

Interested parties may inspect and 
obtain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission. 1405 I Street NW.. 
Room 1015; or may Inspect the agree¬ 
ment at the Field Offices located at New 
York, NY.. New Orleans. La., and San 
Francisco, Calif. Comments on such 
agreements, including requests for hear¬ 
ing. may be submitted to the Secretary. 
Federal Maritime Commission. Wash¬ 
ington. D.C., 20573. within 20 days after 
publication of this notice In the Federal 
Register. Any person desiring a hearing 
on the proposed agreement shall provide 
a dear and concise statement of the mat¬ 
ters upon which they desire to adduce 
evidence. An allegation of discrimination 
or unfairness shall be accompanied by a 
statement describing the discrimination 
or unfairness with particularity. If a vio¬ 
lation of the Act or detriment to the com¬ 
merce of the United States is alleged, the 
statement shall set forth with particu¬ 
larity the acts and circumstances said to 
constitute such violation or detriment to 
commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as indicated hereinafter) and 
the statement should indicate that this 
has been done. 

Notice of agreement filed by: 

Mr James E. M azure, Chairman. TYans- 

PactAo Freight Conference of Japan. 8oc- 

ond Floor, Sumitomo Setmd Yaeeu Build¬ 
ing 3, Yaesu 4-Chome, Chuo-Ku. Tokyo 

KH. Japan. 

Agreement No. 150-54 modifies the 
Trans-Pacific Freight Conference of 
Japan s basic agreement by expanding 
its geographic scope to Include “Inland 
points in the United States of America 
via such ports” in California, Oregon, 
and Washington. 

Dated: December 17. 1971. 

By order of the Federal Maritime 

OomnUstloQ, 

Francis C. Hurney, 
Secretary. 

|FR Doc.71-18713 Filed 12-21-71:8:50 am) 


CERTIFICATES OF FINANCIAL 
RESPONSIBILITY (OIL POLLUTION) 

Notice of Certificates Issued 

Notice Is hereby given that the follow¬ 
ing vessel owners and/or operators have 
established evidence of financial respon¬ 
sibility, with respect to the vessels indi¬ 
cated. as required by section lHpHl) 
of the Federal Water Pollution Control 
Act, as amended, and. accordingly, have 
been issued Federal Maritime Commis¬ 
sion Certificates of Financial Responsi¬ 
bility (Oil Pollution) pursuant to Part 
542 of Title 46 CFR. 

Certifi¬ 
cate No Owner/Operator and Vessels 

01146_ Det Borgenske Dompsklbaaelskab: 

Royal Viking 8tar. 

01230... SkibJ A/S Oil tank: 

Bel mar. 

01240... Jensens Redori-I. (Shipowner 
Marlow Wan gen. Aren dal. 
Norway): 

CUXTO. 

01982... AB Svenska OstasiatUka Kompan- 
let: 

Fujisan 

02147... Mathlasen's Tanker Industries. 
Inc.: 

Sohio Resolute. 

02199... Atlantic Richfield Oo.: 

Arc© Prndhoe Bay. 

02476... Houston Barge Line, Inc.: 

EIDC 52. 

02492... Interstate Oil Transport Oo.: 
Ocean 266. 

02900_ Reded A/8 Mlmer and A/8 Nor- 

fart: 

Aniara. 

02982... The Shipping Corp. of India: 

8/0 Madhya Pradesh. 

S O West Bengal. 

Vishva Nayar. 

03292_ Marltlmecor. 8.A.: 

Nordland. 

03424. -. Puji Risen K.K.: 

Santiago Mam. 

Tatsutaa&n Mam. 

No. 2 Mitsui Mam. 

03524—. Towa Risen KK.: 

Toju Mam. 

03611... VlUaln & Fasalo e Compngnla In¬ 
ternationale dl Genova Soct- 
ota Rlunlte dl Navigaztono 
SPA.: 

Atlanttca Genova. 

03918_ Mobil Shipping St Transportation 

Co.: 

Mobil Progress. 

03926... Haruml Senpaku Kabushlkl Kal- 
aha: 

Kamo Maru. 

Nelson Maru. 

04043_ The Ralph M. Parsons Co. of 

Africa: 

Argo. 

04196— Otto Candles, Inc.: 

OC-250. 

OC-251. 

04398... Hapag-Uoyd Aktlengesellsehart: 
Rhein Express. 

M-04401 Todd Shipyards Corp.: 

Vessels held for purposes of con¬ 
struction. scrapping, or sale. 
04449_ China Merchants Steam Naviga¬ 

tion Co., Ltd.: 

Hal Lo. 

04612... Setju Oyogyo K.K.: 

8elshu Maru No. 21. 

04939... Panooean Ship Management Ltd.: 
Post Ranger. 

05097-.. Esso Transport Oo , Inc.: 

Esso Dallas. 


Certifi¬ 
cate No. 
06185... 


05529... 

05735... 

06320_ 

06362- 


06377... 
06393 . 

06407... 


06415 — 


0642!... 


06424... 


06425... 


06429- 


06430... 


06443... 
06451_ 


06453... 


06454... 


06465-.. 


06456.— 


06457... 


06458... 


06459... 

06461... 


06463 — 
06468— 

06471... 


06472_ 

06477_ 

06480... 


Owner/Operator and Vernal* 
Storm Drilling Oo.: 

Typhoon. 

Stonndrtll I. 

Stormdrlll 11 . 

StormdrUl IIL 
Stormdrlll IV. 

StormdrUl VI. 

Julio Zakxuk 
Maine Cay. 

Don Alejo. 

Don Julio. 

Soh,tad Rederl A/8: 

Soldrott. 

Shlnnaka Kalun Kabushlkl Kal- 

sha: 

Enterprise 

The City of New York Department 
or Marlue and Aviation: 

Pvt. Joseph Merrell. 

Cornelius O. Kallf. 

Verrazzano. 

Gold Star Mother. 

Alary Murray. 

Mias New York. 

John F. Kennedy, 

American Legion. 

Gov Herbert H. Lehman. 

Ella Navigation Corp.: 

Anastasia B 

Canadian National Steamship Co., 
Ltd.: 

Prince George 

Lato Shipping Co. S.A., Panama: 
Lato. 

Luis Campania N*viera 8.A.: 

Luis. 

Beacons Navigation S A : 

Beacons 

The Pelee Shipping Oo., Ltd.: 

Pelee Islander. 

Mainland Shipping Co.: 

Tripoli. 

Ta Cheng Marine CX>., Ltd.: 

M /V. Fu Chlao 

An till laanse Vrachtvaart Maat- 
schapplj N V.: 

NedUoyd Niger 
Erjac Ocean Lines Ltd.: 

Nordfdft. 

Cities Service OU Co.: 

Cities Service No. I. 

El mini Limit Inc.: 

Mini Limit. 

Elminft Lee Inc.: 

Mini Leo. 

El mini Labor Inc.: 

Mini Labor. 

El mini Loaf Inc.: 

Mini Loaf. 

Elminl Lid Inc.: 

Mini Ud 

Elminl Lantern Inc.: 

Mini lament 
Todd Ltd. Corp.: 

Todd. 

Interessentskapet Obo Queen: 

Obo Queen. 

Plym Shipping Oo . Ltd.: 

Plym. 

Jadranska Linljska Plovidba* 
Rijeka: 

Daimactja. 

Ietra 

Southern Atlantic Navigation 
Corp. Ltd.: 

Yvonne. 

Loretta. 

Taiheiyo Risen Kalsha, Ltd.: 

Chiakl Maru. 

Rederlet Pla Vesta 18: 

Pla Vesta. 

N.V. Zeellchter -Thames IT: 

John V. 
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Ctrriifi. 

cate No. Otoner/Operator and Vessel* 
06*83... Alpha Transport Oorp.: 

AUliOtl 

06483_ Strath park Shipping Co.: 

Glen park. 

By the Commission. 

Francis C. Hurnxy. 

Secretary. 

JKR Doc.71-18714 Filed 12-21-71 ;8:51 am] 


OCEANO CRUISE LINE, S.A., ET AL. 

Notice of Issuance of Performance 
Certificate 

Security for tlie protection of the pub¬ 
lic: indemnification of passengers for 
nonperformance of transportation. 

Notice is hereby given that the follow¬ 
ing have been issued a Certificate of 
Financial Responsibility for Indemnifi¬ 
cation of Passengers for Nonperform¬ 
ance of Transportation pursuant to the 
provisions of section 3, Public Law 89-777 
<80 Stat. 1357, 1358) and Federal Mari¬ 
time Commission General Order 20. as 
amended (46 CFR Part 540): 

Oce&no Cruise Line. SA and Carl bo Cruise 

Line. Inc. (Carlbo Cruise Lines). Post Oak 

National Bank Building. Suite 728. 2200 

South Post Osk. Houston. TX 77027. 

Dated: December 17. 1971. 

Francis C. Hurney. 

Secretary. 

(PR Doc.71-18715 Filed 12-21-71:8:51 am) 

FEDERAL POWER COMMISSION 

|Dockets Nos. RP72-73, RP71-7| 

ALABAMA-TENNESSEE NATURAL 
GAS CO. 

Notice of Proposed Change in Tariff 
Provisions 

December 15, 1971. 

Take notice that on November 17.1971. 
Alabama-Tennessee Natural Gas Co. 
filed In Docket No. RP72-73 a proposed 
change In its FPC Gas Tariff. The com¬ 
pany's letter of transmittal appears 
below. 1 

Any person desiring to be heard or to 
protest said application should file a 
petition to Intervene or protest with the 
Federal Power Commission. 441 G Street 
NW., Washington, DC 20426. In accord¬ 
ance with fif 1.8 and 1.10 of the Commis¬ 
sion's rules of practice and procedure (18 
CFR 1.8, 1.10). Ail such petitions or pro¬ 
tests should be filed on or before Decem¬ 
ber 20. 1971. Protests will be considered 
by the Commission in determining the 
appropriate action to be taken, but will 
not serve to make protestanta parties to 
the proceeding. Any person wishing to 
become a party must file a petition to 
intervene. The company’s application Is 
on file with the Commission and available 
for public inspection. 

Kenneth F. Plumb, 
Secretary. 

|FR Doc.71-18686 Filed 13-21-71;8:47 am) 


* Filed aa part of the original document. 


(Docket No. CF72-167) 

DELHI GAS PIPELINE CORP. 

Notice of Application 

December 16. 1971. 

Take notice that on December 9. 1971. 
Delhi Gas Pipeline Corp. (applicant), 
Fidelity Union Tower Building. Dallas. 
Tex. 75201, filed In Docket No. CP72-157 
an application pursuant to section 7(c) 
of the Natural Oas Act for a certificate of 
public convenience and necessity author¬ 
izing the sale for resale and delivery of 
natural gas in interstate commerce to 
United Gas Pipe Line Co. (United) in 
Van Zandt County, Tex., all as more fully 
set forth in the application which is on 
file with the Commission and open to 
public inspection. 

Applicant states that it has com¬ 
menced the sale of natural gas to United 
within the contemplation of f 2.68 of the 
Commission's General Policy and Inter¬ 
pretations (18 CFR 2.68) and that itpro- 
protations (18 CFR 2.68) and that it pro¬ 
poses to continue said sale until Jupe 1. 
1973, within the contemplation of 8 2.70 
of the Commission' s Ge neral Policy and 
Interpretations (18 CFR 2.70) at the rate 
of 35 cents per million B.t.u. The average 
daily quantity of gas to be delivered is 
13.000 Mcf. 

It appears reasonable and consistent 
with the public interest In this case to 
prescribe a period shorter than 15 days 
for the filing of protests and petitions to 
Intervene. Therefore, any person desir¬ 
ing to be heard or to make any protest 
with reference to said application should 
on or before January 7. 1972, file with 
the Federal Power Commission. Wash¬ 
ington. D.C. 20426, a petition to intervene 
or a protest in accordance with the re¬ 
quirements of the Commission's rules of 
practice and procedure (18 CFR 1.8 or 
1.10). All protests filed with the Commis¬ 
sion will be considered by it In determin¬ 
ing the appropriate action to be taken 
but will not serve to make the protectants 
parties to the proceeding. Any person 
wishing to become a party to a proceed¬ 
ing or to participate as a party In any 
hearing therein must file a petition to 
intervene In accordance with the Com¬ 
mission's rules. 

Take further notice that, pursuant to 
the authority contained In and subject to 
the jurisdiction conferred upon the Fed¬ 
eral Power Commission by sections 7 and 
15 of the Natural Gas Act and the Com¬ 
mission’s rules of practice and procedure, 
a hearing will be held without further 
notice before the Commission on this 
application if no petition to intervene is 
filed within the time required herein, if 
the Commission on its own review' of the 
matter finds that a grant of the certifi¬ 
cate is required by the public conven¬ 
ience and necessity. If a petition for leave 
to intervene is timely filed, or If the 
Commission on its own motion believes 
that a formal hearing is required, further 
notice of such hearing will be duly given. 

Under the procedure herein provided 
for, unless otherwise advised, it will be 


unnecessary for applicant to appear or 
be represented at the hearing. 

Kenneth F. Plumb, 
Secretary. 

|FR Doc.71-18«87 Filed 12-21-71:8:48 & m] 

| Project 22371 

GEORGIA POWER CO. 

Notice of Application for Change in 
Land Rights 

December 16, 1971. 

Public notice is hereby given that ap¬ 
plication for approval of the conveyance 
of project property to Fulton County. 
Ga., for use only as a public park and 
recreation area, has been filed under the 
Federal Power Act (16 UJ3.C. 79la-825r> 
by Georgia Power Co. (correspondence to 
Mr. I. 8. Mitchell, HI, vice president and 
secretary, Georgia Power Co.. Post Office 
Box 4545. Atlanta. GA 30303) in Project 
No. 2237. located in Fulton and Cobb 
Counties, In Georgia. The project land to 
be conveyed Is In Fulton County. Ga. 

The application seeks Commission ap¬ 
proval of a proposed conveyance of all 
of the project lands. Including the proj¬ 
ect reservoir, below contour elevation 
868 feet (plant datum), which corre¬ 
sponds to 855.61 feet <MSL>, excluding 
all lands south of a Une located 800 feet 
north of and parallel to the Morgan Fulls 
Dam, The proposed conveyance would 
be to Fulton County for use only as a 
public park and recreation area. The pro¬ 
posed park’s facilities, which would be 
located along the west bank of the 
Chattahoochee River, would include one 
casting pool area, six picnic areas, one 
marina area, three overlooks, one con¬ 
cession area, and nature areas. The east 
bank of the river would be maintained 
as nature areas. The licensee plans to 
retain the right to use all of the conveyed 
lands for Project No. 2237 purposes. The 
normal operating reservoir level of Proj¬ 
ect No. 2237 is 866 feet (plant datum) 

Any person dealring to be heard or 
to make any protest with reference to 
said application should on or before Jan¬ 
uary 24. 1972, file with the Federal 
Power Commission, in accordance with 
the requirements of the Commission's 
rules of practice and procedure (18 CFR 
1.8 or 1.10). All protests filed with the 
Commission will be considered by il in 
determining the appropriate action to 
be taken but will not sene to make the 
Protestants parties to the proceeding 
Persons wishing to become parties to a 
proceeding or to participate as a party in 
any hearing therein must file petitions to 
Intervene in accordance with the Com¬ 
mission’s rules. The application is 00 
file with the Commission and available 
for public inspection. 

Kenneth F. Plum* 

Secretary . 

[FR Doc.71-18691 Filed 12-21-71:8:48 am] 
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[Docket* Noe. CP72-146, CP72-147J 

MICHIGAN CONSOLIDATED GAS CO. 

ET AL. 

Notice of Applications 

December 16. 1971. 

On November 29. 1971. Michigan Con¬ 
solidated Gas CO. (Consolidated) and 
Northern Indiana Public Service Co. 
(Northern Indiana), filed in Docket No. 
CP73-146, a Joint application pursuant 
to section 1(0 of the Natural Gas Act 
and f 152.5 of the Commission's regula¬ 
tions thereunder <18 CFR 152.5) for con¬ 
tinuance of their respective exemptions 
from the provisions of said Act. all as 
more fully set forth In the Joint applica¬ 
tion. and Michigan Wisconsin Pipe line 
Co < Michigan Wisconsin) filed In Docket 
No. CP72-147 an application pursuant to 
lection 7(0 of the Natural Gas Act for 
a certificate of public convenience and 
necessity authorizing transportation of 
natural gas. construction and operation 
of related facilities, and exchange of 
natural gas, all as more fully set forth 
In the application. Both applications are 
on file with the Commission and open to 
public inspection. 

Consolidated and Northern Indiana 
have entered into a gas storage agree¬ 
ment which provides that Northern 
Indiana will cause to be delivered to 
Michigan Wisconsin for the account of 
Northern Indiana, a total of 5 million 
Mcf of natural gas at a daily rate of 
25.000 Mcf for transportation and de¬ 
livery to Consolidated for storage during 
the period March 1 through October 31 
in each of the years 1972 and 1973 (the 
cummer periods), and Consolidated will 
redeliver to Michigan Wisconsin for the 
account of Northern Indiana an equiva¬ 
lent volume of natural gas at such dally 
rate, up to 150.000 Mcf. as Northern 
Indiana may request, during the period 
November 1 through January 31 In each 
of the years 1972 and 1973 (the winter 
periods). To Implement the storage 
agreement, Michigan Wisconsin and 
Northern Indiana have entered Into a 
transportation agreement which provides 
that Northern Indiana will cause Natural 
Gas Pipeline Co. of America (Natural), 
one of Its existing suppliers, to deliver to 
Michigan Wisconsin for the account of 
Northern Indiana a total of 5 million Mcf 
of natural gas at a dally rate of up to 
25.000 Mcf for transportation and deliv¬ 
ery to Consolidated for storage during 
each of the summer periods, and Michi¬ 
gan Wisconsin will redeliver to Northern 
Indiana an equivalent volume of natural 
Kos at such daily rate, up to 150.000 Mcf, 
aa Northern Indiana may request, during 
each of the winter periods. In further 
implementation of the storage agree¬ 
ment, Michigan Wisconsin has entered 
Into on exchange agreement with Con¬ 
solidated which provides that redellvery 
of the gas by Consolidated to Michigan 
Wisconsin during the winter periods will 
be effected by a corresponding reduction 
tn the volume of gas Consolidated would 
normally receive from Michigan Wiscon¬ 
sin during such periods under its existing 
•ervice agreement with Michigan Wis¬ 


consin. Northern Indiana states that the 
aforesaid agreements, which are for a 
limited period, constitute a temporary 
arrangement to assist It in meeting 
anticipated market requirements during 
the winter periods of 1972-73 and 
1973-74 and to provide It with the lead- 
time necessary to design and Install the 
peak shaving facilities which will be 
necessary upon termination of said 
agreements. 

Northern Indiana la a public utility 
engaged In the transportation, distribu¬ 
tion. and sale of natural gas at retail 
within the State of Indiana. It Is exempt 
from the provisions of the Natural Gas 
Act pursuant to section 1(c) thereof as 
determined by Commission order issued 
In Docket No. G-2536 on October 21, 
1954 (13 FPC 1461). Consolidated is a 
public utility engaged tn the transporta¬ 
tion. distribution, storage, and sale of 
natural gas at retail within the Btate of 
Michigan. It is exempt from the provi¬ 
sions of the Natural Gas Act pursuant 
to section 1(c) thereof as determined by 
Commission order Issued In Docket No. 
G-6507 on February 3. 1955 (14 FPC 
535). The rates, services, and facilities 
of these Joint applicants are subject to 
State regulatory Jurisdiction. 

Consolidated and Northern Indiana 
state that the gas delivered to Consoli¬ 
dated by Michigan Wisconsin pursuant 
to the transportation agreement will be 
delivered at existing delivery points lo¬ 
cated within the State of Michigan and 
that ail such gas will be consumed within 
said State. They state further that the 
gas redelivered to Northern Indiana by 
MiclUgan Wisconsin pursuant to said 
transportation agreement will be deliv¬ 
ered to Northern Indiana at a proposed 
new delivery point in La Porte, Ind. and 
that all such gas will be consumed within 
said State. Michigan Wisconsin indicates 
that gas received by it for redelivery to 
Consolidated in Michigan will be deliv¬ 
ered to Michigan Wisconsin by Natural 
at a point of Interconnection of their 
facilities near Janesville. WLs.. and at 
other such points of Interconnection. 
Consolidated and Northern Indiana re¬ 
quest that the Commission find that they 
will continue to remain exempt from the 
Natural Gas Act. 

In order to provide the transportation 
service for Northern Indiana. Michigan 
Wisconsin proposes to Install a total of 
6.000 horsepower of compression at its 
St. John Compressor Station in Indiana 
and its Hamilton Compressor Station In 
Michigan, and a new meter station in 
La Porte. Ind. Total cost of the proposed 
facilities is estimated by applicant to be 
$1,456,000, which it proposes to finance 
by bonk borrowings under lines of credit, 
together with retained earnings and other 
funds Internally generated. 

Any person desiring to be heard or to 
make any protest with reference to said 
applications should on or before Janu¬ 
ary 3. 1972, file with the Federal Power 
Commission, Washington, D.C. 20426, a 
petition to Intervene or a protest In ac¬ 
cordance with the requirements of the 
Commission's rules of practice and pro¬ 
cedure <18 CFR 1.8 or 1.10) and the 
regulations under the Natural Gas Act 


(18 CFR 157.10). All protests filed with 
the Commission will be considered by it 
in determining the appropriate action 
to be taken but will not serve to make 
the protestants parties to the proceeding. 
Any person wishing to become a party to 
a proceeding or to participate as a party 
In any hearing therein must file a petition 
to Intervene in accordance with the Com¬ 
mission's rules. 

Take further notice that, pursuant to 
the authority contained In and subject to 
tlie jurisdiction conferred upon the Fed¬ 
eral Power Commission by sections 7 and 
15 of the Natural Oas Act and the Com¬ 
mission's rules of practice and procedure, 
a hearing will be held without further 
notice before the Commission on the ap¬ 
plication in Docket No. CP72-147 if no 
petition to intervene Is filed within the 
time required herein, if the Commission 
on its own review of the matter finds that 
a grant of the certificate Is required by 
the public convenience and necessity. If a 
petition to intervene Is filed within the 
filed, or if the Commission on its own 
motion believes that a formal hearing is 
required, further notice of such hearing 
will be duly given. 

Under the procedure herein provided 
for, unless otherwise advised, it will be 
unnecessary for Michigan Wisconsin to 
appear or be represented at the hearing 
In Docket No. CP72-147. 

Kenneth F. Plumb. 

Secretary. 

[TO Doc.71-18392 Filed 12-21-71:8:48 omJ 


[ Docket No. K-7523) 

CENTRAL TELEPHONE AND 
UTILITIES CORP. 

Notice of Application 

December 20.1971. 

Take notice that on October 22. 1971, 
Central Telephone and Utilities Corp. 
(applicant) filed a supplemental appli¬ 
cation pursuant to section 204 of the 
Federal Power Act seeking an order au¬ 
thorizing the issuance of up to $85 mil¬ 
lion of unsecured promissory notes to 
commercial banks and commercial paper 
dealers 

The Commission by order issued March 
20. 1970. In the above-mentioned docket 
authorized applicant to Issue unsecured 
promissory notes In the aggregate prin¬ 
cipal amount of $50 million outstanding 
at any one time and conditioned upon 
the final maturity of all notes to be is¬ 
sued being not later than May 31. 1972. 

The supplemental order now sought 
by applicant requests authority to in¬ 
crease the aggregate principal amount of 
promissory notes which may be out¬ 
standing at any one time from $50 mil¬ 
lion to $75 million and to extend the 
latest permissible maturity date to May 
31. 1975, and in addition to authorize the 
borrowing of up to $10 million at any 
one time in the form of demand notes. 

Applicant is incorporated under the 
laws of the State of Kansas with ita 
principal business office In Lincoln, 
Ncbr. It Is engaged In the electric 
utility operations in the southeastern 
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part of Colorado and the central and 
western portions of the State of Kansas. 
t Applicant states that it is also the parent 
corporation of certain subsidiaries prin¬ 
cipally engaged In the telephone busi¬ 
ness. 

Interest on the proposed notes to banks 
will be at the prime rate of up to one- 
fourth of 1 percent above the prime rate 
from time to time in effect of such banks; 
the interest rate on commercial paper 
will be the rate then in effect for com¬ 
mercial paper of ruch quality and term: 
the interest rate on demand notes will 
be the rate then in effect for commercial 
paper of like quality having maturities of 
from 90 to 180 days issued directly by 
an issuer rather than issued through a 
dealer. 

The applicant further states that the 
proceeds from the issuance of the se¬ 
curities to be issued will provide funds 
for construction, completion, extension, 
and improvement of facilites and for 
advances to and investments in sub¬ 
sidiaries of applicant for similar pur¬ 
poses. 

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before Decem¬ 
ber 27. 1971, file with the Federal Power 
Commission, Washington. D.C. 20426, 
petitions to intervene or protests in ac¬ 
cordance with the requirements of the 
Commission’s rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10). All protests 
filed with the Commission will be con¬ 
sidered by it in determining the appro¬ 
priate action to be taken but will not 
serve to make the protestants parties to 
the proceeding. Persons wishing to be¬ 
come parties to a proceeding or to par¬ 
ticipate as a party in any hearing therein 
must file petitions to intervene in accord¬ 
ance with the Commission’s rules. The 
application Is an file with the Commis¬ 
sion and available for pubic inspection. 

Kenneth P. Plumb. 

Secretary. 

(TO Doc.71-18821 Piled 12-21-71; 10:13 am| 


FEDERAL RESERVE SYSTEM 

AMERICAN GENERAL INSURANCE CO. 

Acquisition of Bonks 

American General Insurance Co., 
Houston, Tex., lias applied in three sep¬ 
arate applications as listed below for the 
Board’s approval under 13(a)(3) of 
the Bank Holding Company Act (12 
UB.C. 1842(a)(3)) to acquire indirectly 
(through Its subsidiary Texas Commerce 
Bancshares. Inc., Houston, Texas); 

1. 100 percent of the voting shares 
(less directors* qualifying shares) of The 
American National Bank of Beaumont, 
Beaumont, Tex. 

2. 37 percent or more of the voting 
shares of Beaumont State Bank. Beau¬ 
mont. Tex. 

3. 100 percent of the voting shares 
(less directors* qualifying shares) of 
MacGregor Park National Bank at 
Houston, Houston, Tex. The factors that 


are considered In acting on the applica¬ 
tions are set forth In section 3(c) of the 
Act (12 U.S.C. 1842(0). 

The applications may be inspected at 
the office of the Board of Governors or 
at the Federal Reserve Bank of Dallas. 
Any person wishing to coment on the ap¬ 
plications should submit his views in 
writing to the Secretary. Board of Gov¬ 
ernors of the Federal Reserve System, 
Washington. D.C. 20551, to be received 
not later than January 17.1972. 

Board of Governors of the Federal Re¬ 
serve System. December 15, 1971. 

f seal 1 Tynan Smith. 

Secretary of the Board. 

(PR Doc.71-18652 Piled 12-21-71:8:46 *m| 


TEXAS COMMERCE BANCSHARES, 
INC. 

Acquisition of Banks 

Texas Commerce Bancshares. Inc., 
Houston, Tex., has applied in three sep¬ 
arate applications as listed below for the 
Board's approval under f 3(a> (3) of the 
Bank Holding Company Act (12 UJ3.C. 
1842'a) (3)) to acquire: 

1. 100 percent of the voting shares 
(less directors* quailfiring shares) of the 
American National Bank of Beaumont, 
Beaumont, Tex. 

2. 37 percent or more of the voting 
shares of Beaumont State Bank, Beau¬ 
mont. Tex. 

3. 100 percent of the voting shares 
(less directors' qualifying shares) of 
MacGregor Park National Bank of Hous¬ 
ton. Houston, Tex. The factors that arc 
considered in acting on the applications 
are set forth in §3(0 of the Act (12 
US.C. 1842(c)). 

The applications may be inspected at 
the office of the Board of Governors or 
at the Federal Reserve Bank of Dallas. 
Any person wishing to comment on the 
applications should submit his views in 
writing to the Secretary. Board of Gov¬ 
ernors of the Federal Reserve System, 
Washington, D.C. 20551. to be received 
not later than January 17. 1972. 

Board of Governors of the Federal Re¬ 
serve System. December 15,1971.. 

[ seal 1 Tynan Smith. 

Secretary of the Board . 

I PR Doc.71-18653 Piled 12-21-71:8:46 am] 

SECURITIES AND EXCHANGE 

COMMISSION 

(812 2860] 

E. I. DU PONT DE NEMOURS AND CO. 

Notice of Filing of Application 

December 9, 1971. 

Notice is hereby given that E. I. du 
Pont de Nemours and Co„ Wilmington, 
Delaware 19898 (Applicant). a Delaware 
corporation, has filed an application pur¬ 
suant to Section 17(d) of the Invest¬ 


ment Company Act of 1940 (Act) and 
Rule 17d-l thereunder for an order un¬ 
der Rule 17d-l authorizing the exercise 
of certain stock options issued by Appli¬ 
cant. pursuant to its Bonus Plan c. to 
Mr. Ir£n6e du Pont. Jr, (a vie©-prescient 
and a director of Applicant, also 
president and a director of Christiana 
Securities Co. (Christiana)) end Mr 
Lammot du P. Copeland (Chairman of 
the Board of Directors of Applicant, also 
a vice-president and a director of Chris¬ 
tiana). The options Involved had been 
issued by Applicant and were outstand¬ 
ing on August 10, 1970, when the Com¬ 
mission amended Rule 17d-l to expressly 
apply* to stock options, as discussed be¬ 
low. All interested persons are referred to 
the application on file with the Commis¬ 
sion for a full statement of the repre¬ 
sentations therein, which are summarized 
below. 

Christiana, a registered closed-end, 
nondiversified investment company, owns 
approximately 28.5 percent of the out¬ 
standing common stock of Applicant. Un¬ 
der section 2(a) (9> of the Act. Applicant 
is presumed to be controlled by Christi¬ 
ana. Under section 2(a)(3) of the Act, 
<1> Applicant and Christiana are affili¬ 
ated persons of each other, and (2) of¬ 
ficers, directors and employees of Appli¬ 
cant and Christiana are affiliated persons 
of their respective companies. 

At the present time, Mr. Ir£nee du 
Pont, Jr. holds options to purchase 6,088 
shares of Applicant's stock at exercise 
prices ranging from $96.25 to $162.25, 
which were granted under Plan C in 
the years 1967 through 1970. and Mr. 
Lammot du P. Copeland holds options 
to purchase 7,304 shares of such stock 
at exercise prices ranging from $156 25 
to $248.25, which were granted under 
Plan C in the years 1962, 1963. and 1967, 
The closing price of Applicant's common 
stock on the New York Stock Exchange 
on November 30, 1971, was 139^4. 

Bonus Plan C Ls administered entirely 
by the Bonus and Salary Committee, an 
Impartial committee of five members of 
Applicant's Board of Directors, none of 
whom is eligible for bonus awards The 
maximum number of shares for which 
options may be awarded in any year to 
any participant under the Plan is 12,000 
shares. Within this limitation, the 
amount, if any. of individual awards un¬ 
der Plan C is determined by the exercise 
of judgment by the Bonus and Salary 
Committee, based upon the recommenda¬ 
tion of the employee’s superior As of 
February 1, 1971, Applicant had 47,385.- 
469 shares of common stock outstanding 

The terms and conditions of the stock 
options granted under Plan C are fixed 
by Applicant’s Bonus and Salary Com¬ 
mittee, within certain limitations, includ¬ 
ing the following: 

1. The price per share of the stock 
which is the subject of the option shall 
in no case be less than the average of 
the high and low prices of the stock on 
the New York Stock Exchange on the 
date of the granting of the option or, 
if no sale of the stock shall have been 
made on such Exchange on that date, on 
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the next preceding date on which there 
was such a sale, 

2. A stock option shall in no case be 
exercisable prior to January 2 of the year 
fallowing the date of grant or the expira¬ 
tion of ten months after the date of 
mnt, whichever is later. Thereafter, an 
option may be exercisable to the extent 
of 50 percent of the number of shares 
optioned. After the lapse of an additional 
year it may be exercisable to the extent 
of an additional 25 percent of the shares, 
and it may be exercisable as to the bal¬ 
ance after the lapse of a second addi¬ 
tional year. 

3. Under the terms of the Plan, stock 
options may be Issued which are exer¬ 
cisable for 10 years from the date the 
option is granted: however, stock options 
granted after December 31,1963, in order 
to qualify under section 422 of the In¬ 
ternal Revenue Code as a qualified stock 
option, have been, by their terms, exer¬ 
cisable for not more than 5 years from 
the date of grant. 

Section 17(d) of the Act and Rule 
17d-l thereunder, taken together, pro¬ 
vide, among other thing, that it shall be 
unlawful for an affiliated person of a reg¬ 
istered Investment company or any affil¬ 
iated person of such a person acting as 
principal, to participate in. or effect any 
transaction in connection with any Joint 
enterprise or arrangement in which any 
Rich registered company, or a company 
controlled by such registered company, 
is a participant unless on application re¬ 
garding such arrangement has been 
granted by the Commission, and that, in 
passing upon such an application, the 
Commission will consider whether the 
participation of such registered company 
or controlled company in such arrange¬ 
ment is consistent with the provisions, 
policies, and purposes of the Act and the 
extent to which such participation is on 
a basis different from or less advan¬ 
tageous than that of other participants. 
Rule !7d-l was amended on August 10, 
1970 < Investment Company Act Release 
No. 6154) . to Include any stock option or 
stock purchase plan within the definition 
of "Joint enterprise or other Joint ar¬ 
rangement or profit sharing plan* as 
used in the rule. The amended rule, as 
here pertinent, exempts transactions in 
connection with any stock option plan of 
a company controlled by a registered in¬ 
vestment company if the participants 
are not affiliated persons of the invest¬ 
ment company. 

Notice Is further given that any in¬ 
terested person may. not later than De¬ 
cember 30, 1971 at 5:30 pm., submit to 
the Commission in writing a request for a 
hearing on the matter accompanied by 
a statement as to the nature of his In¬ 
terest. the reason for such request and 
the issues of fact or law proposed to be 
controverted, or he may request that he 
be notified if the Commission shall order 
ft hearing thereon. Any such communi¬ 
cation should be addressed: Secretary, 
Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such 
r *ruest shall be served personally or by 
toftil (airmail if the person being served 
is located more than 500 miles from the 


point of mailing) upon Applicant at the 
address stated above. Proof of such serv¬ 
ice (by affidavit or in case of an attorney 
at law by certificate) shall be filed con¬ 
temporaneously with the request. At any 
time after said date, as provided by Rule 
0-5 of the rules and regulations under 
the Act, an order disposing of the appli¬ 
cation herein may be issued by the Com¬ 
mission upon the basis of the information 
stated in said application, unless an order 
for hearing upon said application shall 
be Issued upon request or upon the Com¬ 
mission’s own motion. Persons who re¬ 
quest a hearing, or advice as to whether 
a hearing is ordered, will receive notice 
of further developments in this matter, 
including the date of the hearing (if 
ordered) and any postponements thereof. 

For the Commission, by the Division 
of Corporate Regulation, pursuant to 
delegated authority. 

fsEALl Ronald P. Hunt, 

Secretary. 

(PR Doc.71-18037 Plied 12-21-71:8:45 am] 


1812-3065) 

SHELTER PARTNERSHIP OF AMERICA 

AND SHELTER FINANCIAL CORP. 

Notice of Filing of Application for 
Exemption From All Provisions 

December 9. 1971. 

Notice is hereby given that Shelter 
Partnership of Amercia. 1550 East 78th 
Street. Minneapolis, MN 55423. a Minne¬ 
sota limited partnership (Partnership), 
and Shelter Financial Corp., its general 
partner (General Partner), collectively 
referred to as "Applicants’* have filed an 
application pursuant to section 6(c) of 
the Investment Company Act of 1940 
(Act) for an order exempting them from 
all sections of the Act and the rules and 
regulations promulgated thereunder. All 
interested persons are referred to the 
application on file with the Commission 
for a statement of the representations 
therein which are summarized below. 

Partnership was organized on August 
27,1971, and is designed to Implement the 
policy stated by Congress In the Housing 
and Urban Development Act of 1968 to 
provide private Investors a means to ac¬ 
quire equity interests In low- and mod- 
erate-lnoome housing units. Partnership 
has filed a registration statement on 
Form 8-11 with the Commission under 
the Securities Act of 1933 covering $12 
million of limited partnership interests. 

Applicants state that the cash returns 
available to investors in govcrnmentally 
assisted housing projects (subsidized 
projects) is limited by applicable legis¬ 
lation, and. therefore, investment in sub¬ 
sidized projects is attractive only to the 
extent the sizable net tax losses these 
projects generate can be made available 
for offset against an investor’s Income 
from other sources. Tax losses resulting 
primarily from mortgage loan interest 
expense and depreciation deductions arc 
available to investors in high tax brackets 
to offset taxable income from other 
sources. For this reason Partnership will 


not accept a subscription for a limited 
partnership interest unless the subscriber 
represents that he has currently, and an¬ 
ticipates that he will continue to have for 
the foreseeable future. Income, some port 
of which U subject to Federal income tax 
at a marginal rate of at least 40 percent. 
The limited partnership interests will be 
offered in units of $1,000. and the min¬ 
imum investment will be $12,000. Appli¬ 
cants state that a limited partnership is 
the only vehicle which provides (l) the 
passing through, without taxation, of 
both the cash and the net operating 
profits and losses generated by the proj¬ 
ect: and (2) the centralization of man¬ 
agement necessary for a publicly held in¬ 
vestment vehicle, and which protects the 
investors from the unacceptable risk of 
personal liability. 

Partnership proposes to make invest¬ 
ments in Subsidized Projects by assuming 
the position of a limited partner in a 
subsidiary partnership In which the spon¬ 
sor or developer of the Subsidized Project 
is the general partner. Each of the Sub¬ 
sidized Projects in which the Partner¬ 
ship will acquire an Interest will be con¬ 
structed and operated In accordance with 
the requirements of the Federal or State 
agency administering the program pursu¬ 
ant to which each project is receiving as¬ 
sistance In the event that It Is unable to 
find sufficient Subsidized Projects spon¬ 
sored by Independent developers, the 
partnership may. subject to certain 
limitations, invest in Subsidized Projects 
developed by Shelter Corporation of 
Americas, parent of the General Partner. 

The subsidiary partnership will own 
the entire equity interest in the Subsi¬ 
dized Project and the Partnership will 
always have a majority of the interests in 
the subsidiary partnership, typically 95 
percent. Partnership’s interest in the sub¬ 
sidiary partnership will be tantamount to 
direct ownership of the property and will 
have no value other than the value of 
the project itself nor will It generate in¬ 
come other than from the operation of 
the project. 

To preserve its limited partner status, 
the Partnership must not participate in 
the management of the project. However, 
the terms of the subsidiary partnership 
agreement, which will govern all aspects 
of management of the Subsidized Project, 
will be negotiated by Partnership prior to 
its investment. Partnership represents 
that it will, among other things, reserve 
the right in each case to remove the 
developer or sponsor from the subsidiary 
partnership if such developer or sponsor 
becomes insolvent or fails to observe ap¬ 
plicable statutes and regulations. In addi¬ 
tion. the subsidiary partnership will not 
be permitted to sell or assign any inter¬ 
est in the project, or withdraw or substi¬ 
tute or add a general partner without the 
consent of Partnership. 

Partnership’s Investments will be gov¬ 
erned by policies which may not be 
changed without the vote of the holders 
of at least a majority of the outstanding 
partnership Interests. Limited partner 
investors in the Partnership will have 
voting rights with respect to, among 
other things, dissolution or transfer of 
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assets of the Partnership and with¬ 
drawal. substitution or addition of any 
general partner. 

General Partner will keep Partner¬ 
ship’s books and records and furnish 
annually reports containing audited 
financial statements and Information 
required by the limited partners for the 
preparation of their income tax returns. 
General Partner will also be responsible 
for the conduct of Partnership's opera¬ 
tions including the origination, investi¬ 
gation and management of investment. 
General Partner will receive an acquisi¬ 
tion fee with respect to each Subsidized 
Project acquired by Partnership and. 
commencing in 1974. an annual manage¬ 
ment fee. General Partner will be re¬ 
quired to repurchase from Partnership 
at its cost its interest in any Subsidized 
Project which is not completed within 
twelve months of the originally esti¬ 
mated completion date. General Partner 
will receive fees from the subsidiary 
partnerships in which Partnership In¬ 
vests for marketing and advisory serv¬ 
ices rendered to the project during its 
initial rent-up period and will also re¬ 
ceive a portion of proceeds to Partnership 
upon the sale or refinancing of a Sub¬ 
sidized Project. 

Applicants state they do not concede 
Partnership is an investment company 
as defined by the Act, and believe suffi¬ 
cient cause exists for finding Partnership 
not to be an investment company as 
therein defined. In any event, they sub¬ 
mit, further, that denial of the exemp¬ 
tion under 6(0 would eliminate the only 
feasible type of vehicle for attracting 
private equity capital for the publicly 
assisted housing market and would frus¬ 
trate national policy. Applicants further 
submit the requested exemption would 
be consistent with the public interest 
and the protection of investors. 

Section 6(c) of the Act provides, as 
herein pertinent, that the Commission, 
by order upou application, may condi¬ 
tionally or unconditionally exempt any 
person from the provisions of the Act 
and the rules promulgated thereunder, if 
and to the extent that such exemption 
is necessary or appropriate in the public 
interest and consistent with the protec¬ 
tion of investors and the purposes fairly 
Intended by the policy and provisions of 
the Act. 

Notice Is hereby given that any inter¬ 
ested person may, not later than Decem¬ 
ber 29. 1971, at 5:30 pjn„ submit to the 
Commission in writing a request for a 
hearing on the matter accompanied by 
a statement as to the nature of his in¬ 
terest, the reason for such request and 
the issues of fact or law proposed to be 
controverted, or he may request that he 
be notified if the Commission shall order 
a hearing thereon. Any such communi¬ 
cation should be Addressed: Secretary 
Securities and Exchange Commission, 
Washington, D.C, 20549. A copy of such 
request shall be served personally or by 
mail (airmail If the person being served 


is located more than 500 miles from the 
point of mailing) upon Applicants at 
the address stated above. Proof of such 
service (by affidavit or in case of an 
attorney at law. by certificate) shall be 
filed contemporaneously with the re¬ 
quest. At any time after said date, as 
provided by Rule 0-5 of the rules and 
regulations promulgated under the Act, 
an order disposing of the application 
herein may be issued by the Commission 
upon the basis of the information stated 
in said application, unless an order for 
hearing upon said application shall be 
issued upon request or upon the Com¬ 
mission’s own motion. Persons who re¬ 
quest a hearing or advice as to whether 
a hearing is ordered, will receive notice 
of further developments in this matter, 
including the date of the hearing (if 
ordered) and any postponements thereof. 

For the Commission, by the Division 
of Corporate Regulation, pursuant to 
delegated authority. 

rsEAL) Ronald P. Hunt, 

Secretary. 

(PR Doc.71-18638 Piled 12-21-71:8:45 am) 


POSTAL SERVICE 

MAIL RECLASSIFICATION 
Notice of Public Meeting 

The U.S. Postal Service will hold a 
public forum on mail reclassification on 
January 17. 1972. at 9:30 ajn. The meet¬ 
ing will be held in the Departmental 
Auditorium, north side of Constitution 
Avenue between 12th and 14th Streets 
NW., Washington. D.C. 

The Postal Reorganization Act re¬ 
quires submission of a proposed mall 
classification schedule to the Postal Rate 
Commission by January 20. 1973. »See 39 
U.S.C. 3623, which became effective on 
January 20. 1971, 36 P.R. 785). In 
developing its proposals, the Postal Serv¬ 
ice is seeking the views of business mail¬ 
ers and the general public. Business 
mailers have regular opportunities for 
dialogue with the Postal Service through 
the Mailers’ Technical Advisory Com¬ 
mittee. the more than 500 Postal Cus¬ 
tomer Councils throughout the country 
and the annual National Postal Forum 
in Washington. D.C. The January 17 
meeting is intended specifically to give 
private citizens the opportunity to offer 
suggestions for reclassification of postal 
products. 

Individuals who are unable to attend 
the meeting may submit written sugges¬ 
tions to the Director. Office of Sales. U.S. 
Postal Service. Post Office Box 603, 
Washington, DC 20044. 

Louis A. Cox, 
Solicitor . 

December 17, 1971. 

(PR Doc.71-16681 Filed 12-31-71:8:47 am] 


TARIFF COMMISSION 

|TEA-W-127| 

SERVICE HEEL CO. 

Workers' Petition for Determination of 

Eligibility to Apply for Adjustment 

Assistance; Notice of Investigation 

Upon petition under section 301(a) (2> 
of the Trade Expansion Act of 1962 filed 
on behalf of the workers of the Service 
Heel Company, Lawrence. Mass., the 
U.S. Tariff Commission on December 16, 
1971, instituted an investigation under- 
section 301(c)(2) of the said act to de¬ 
termine wliether, as a result in major 
part of concessions granted under trade 
agreements, articles like or directly com¬ 
petitive with heels for women's footwear 
(of the types provided for in items 772 30 
and 207.00 of the Tariff Schedules of the 
United States ) produced by the firm are 
being imported into the United States 
in such increased quantities as to cause, 
or threaten to cause, the unemployment, 
or underemployment of a significant 
number or proportion of the workers of 
such firm. 

The petitioner has not requested a 
public hearing. A hearing will be held on 
request of any other party showinR a 
proper interest in the subject matter of 
the investigation, provided such requot 
is filed within 10 days after the notice 
is published in the Federal Register 

The petition filed in this case Is avail¬ 
able for inspection at the Office of the 
Secretary. U.S. Tariff Commission. 8th 
and E Streets, NW., Washington, DC 
and at the New York City Office of the 
Tariff Commission located in Room 437 
of the Customhouse. 

Issued: December 17,1971. 

By order of the Commission 

[seal! Kenneth R. Mason, 

Secretary. 

[PR Doc 71-18871 Piled 12-21-71.8:47 am] 

INTERSTATE COMMERCE 
COMMISSION 

l Rev. SO. No. 994: I.C.C. Order No. 2«5, 
Amdt. No. 11] 

ATCHISON, TOPEKA AND SANTA FE 
RAILWAY CO. 

Rerouting or Diversion of Traffic 

Upon further consideration of ICC 
Order No. 26 (Atchison. Topeka, and 
Santa Fe Railway Co.) and good cause 
appearing therefor: 

It is ordered . That: 

I.C.C. Order No. 26 be. and it is hereby, 
amended by substituting the following 
paragraph (e> for paragraph (e> thereof: 

(e) Erviration date . This order shall 
expire at 11:59 p.m.. June 30.1972. unless 
otherwise modified, changed, or sus¬ 
pended. 


FEDERAL REGISTER, VOL 36. NO. 246—WEDNESDAY, DECEMBER 22, 1971 





NOTICES 


242*17 


It is further ordered, That this amend¬ 
ment shall become effective at 11:59 p.ra., 
December 31. 1971. and that this order 
be served upon the Association of 
American Railroads, Car Service Divi¬ 
sion. as agent of all railroads subscribing 
to the car service and car hire agreement 
under the terms of that agreement, and 
upon the American Short Line Railroad 
Association ; and that it be filed with the 
Director. Office of the Federal Register. 

Issued at Washington. D.C.. Decem¬ 
ber 20.1971. 

Interstate Commerce 
Commission. 

IskalI R.D. Pearler, 

Agent. 

|FR Doc.71-18710 Plied 12-2t-7i;8:50 am] 


iR*v 8.0. No. 004: ICC Order No. 47. 

Amdt. No. 6] 

CHICAGO, ROCK ISLAND AND 
PACIFIC RAILROAD CO. 

Rerouting or Diversion of Traffic 

Upon further consideration of I.C.C. 
Order No. 47 (The Chicago. Rock Island 
and Pacific Railroad Co.) and good cause 
appearing therefor: 

It is ordered. That: 

I.C.C. Order No. 47 be. and it is hereby, 
amended by substituting the following 
paragraph (g> for paragraph <g> 

thereof: 

<g) Expiration date. This order shall 
expire at 11:59 p.m.. March 31. 1972. un¬ 
less otherwise modified, changed, or sus¬ 
pended. 

It is further ordered, That this amend¬ 
ment shall become effective at 11:59 
pjn., December 31. 1971, and that this 
order shall be served upon the Associa¬ 
tion of American Railroads, Car Service 
Division, as agent of all railroads sub¬ 
scribing to the car sendee and car hire 
agreement under the terms of that agree¬ 
ment. and upon the American 8hort Line 
Railroad Association: and that it be filed 
with the Director, Office of the Federal 
Register. 

Issued at Washington, D.C., Decem¬ 
ber 20. 1971. 

Interstate Commerce 
Commission, 

[seal] R. D. Pfahler, 

Agent. 

JFR Doc.71-18707 Filed 12-21-71:8:50 am) 


(Rev S O. No. 994: I.C.C. Order No. 83. Amdt. 
No. 1) 

LOUISVILLE AND NASHVILLE RAIL¬ 
ROAD CO. AND BIRMINGHAM 
SOUTHERN RAILROAD CO. 

Rerouting or Diversion of Traffic 

Upon further consideration of I.C.C. 
Order No 63 and good cause appearing 

therefor: 

It is ordered , That: 


LC.C. Order No. 63 be. and it is hereby, 
amended by substituting the following 
paragraph <e> for paragraph (e) there¬ 
of: 

<c) Expiration date. This order shall 
expire at 11:59 p.m , April 30.1972. unless 
otherwise modified, changed, or sus¬ 
pended. 

It is further ordered. That this amend¬ 
ment shall become effective at 11:59 p.m., 
December 31, 1971, and that this order 
shall be served upon the Association of 
American Railroads. Car Service Divi¬ 
sion. as agent of all railroads subscribing 
to the car service and car hire agreement 
under the terms of that agreement, and 
upon the American Short Line Railroad 
Association; and that It be filed with the 
Director. Office of the Federal Register. 

Issued at Wasliington, D.C., December 
20,1971. 

Interstate Commerce 
Commission. 

[seal 1 R. D. Pfahler. 

Agent. 

[PR Doc 71-18704 Filed 12-21-71:8:49 urn| 


18. Q. No. 994: I.C.C. Order No 12. Amdt. 

No. 14) 

NEW YORK, SUSQUEHANNA AND 
WESTERN RAILWAY CO. 

Rerouting or Diversion of Traffic 

Upon further consideration of LC.C. 
Order No. 12 (New York, Susquehanna 
and Western Railroad Co.) and good 
cause appearing therefor: 

It is ordered . That: 

I.C.C. Order No. 12 be, and it is hereby, 
amended by substituting the follow¬ 
ing paragraph <g) for paragraph <g> 
thereof: 

(g) Expiration date. This order shall 
expire at 11:59 pm.. March 31, 1972, un¬ 
less otherwise modified, changed, or 
suspended. 

It is further ordered. Tliat this amend¬ 
ment shall become effective at 11:59 p.m.. 
December 31. 1971, and that this order 
shall be served upon the Association of 
American Railroads, Car Service Divi¬ 
sion. as agent of all railroads subscribing 
to the car service and car hire agreement 
under the terms of that agreement, and 
upon the American Short Line Railroad 
Association; and it be filed with the Di¬ 
rector. Office of the Federal Register. 

Issued at Washington. D C . December 
20.1971 

Interstate Commerce 
Commission. 

[seal) R. D. Pfahler. 

Agent. 

[FR Doc.71 18711 Filed 12-21-71:8 50 am) 

(Rev. 8.0. No, 994. I.C.C. Order No. 16, Amdt 
No. 10) 

PENN CENTRAL 

Rerouting or Diversion of Traffic 

Upon further consideration of I.C.C. 
Order No. 16 (Penn Central) and good 
cause appearing therefor: 

It is ordered, That: 


I.C.C. Order No. 16 be, and it Is hereby, 
amended by substituting the following 
paragraph <g) for paragraph (g) there¬ 
of: 

<g) Expiration date . This order shall 
expire at 11:59 p.m . June 30, 1972. un¬ 
less otherwise modified, changed, or 
suspended. 

It is further ordered . That this amend¬ 
ment shall become effective at 11:59 p.m.. 
December 31. 1971, and that this order 
shall be served upon the Association of 
American Railroads, Car Service Divi¬ 
sion. as agent of all railroads subscribing 
to the car service and car hire agreement 
under the terms of that agreement, and 
upon the American Short Line Railroad 
Association: and that it be filed with the 
Director, Office of the Federal Register. 

Issued at Washington, D.C„ Decem¬ 
ber 20.1971. 

Interstate Commerce 
Commission, 

[seal! R. D. Pfahler, 

Agent. 

|FR Doc 71 18709 Piled 12-21 *71.8:50 Rm| 


(Rev SO No 994; ICC. Order No. 49. 

Amdt No. 41 

PENN CENTRAL TRANSPORTATION 
CO. 

Rerouting or Diversion of Traffic 

Upon further consideration of I.C.C. 
Order No. 49 (Penn Central Transporta¬ 
tion Co,) and good cause appearing 
therefor: 

It is ordered. That: 

LC.C. Order No. 49 be. and it is hereby, 
amended by substituting the follow in 
paragraph (g> for paragraph eg) 
thereof: 

(g) Expiration date . This order shall 
expire at 11:59 pm.. June 30. 1972, un¬ 
less otherwise modified, changed, or sus¬ 
pended. 

It is further ordered. That this amend - 
ment shall become effective at 11:59 p.m., 
December 31, 1971. and that this order 
shall be served upon the Association of 
American Railroads. Car Service Divi¬ 
sion, as agent of all railroads subscrib¬ 
ing to the car service and car hire agree¬ 
ment under the terms of that agreement, 
and upon the American Short Line Rail¬ 
road Association ; and that it be filed with 
the Director. Office of the Federal 
Register. 

Issued at Washington. DC Decem¬ 
ber 20.1971. 

Interstate Commerce 
Commission. 

I seal! R. D. Pfahler, 

Agent. 

1 FR Doc-71 J8708FUed 12-21 71:8 60am) 


(Rev. S.O. No 994: I.C.C. Order No. 57. 
Amdt. No. 6) 

PENN CENTRAL TRANSPORTATION 
CO. 

Rerouting or Diversion of Traffic 

Upon further consideration of I.C.C. 
Order No. 57 tPenn Central Transpor¬ 
tation Co.. George P. Baker, Richard C. 
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Bond, Jervis L&ngdon. Jr., and Willard 
Wirtz, trustees), and good cause appear¬ 
ing therefor: 

It is ordered. That: 

I.C.C. Order No. 57 be. and it is hereby, 
amended by substituting the following 
paragraph (g> for paragraph (g) 
thereof: 

(g) Expiration date. This order shall 
expire at 11:59 pm.. March 31, 1972, 
unless otherwise modified, changed, or 
suspended. 

It is further ordered. That this amend¬ 
ment shall become effective at 11:59 
p.m., December 31, 1971, and thM this 
order :.hall be served upon the Associa¬ 
tion of American Railroads, Car 8ervice 
Division, as agent of all railroads sub¬ 
scribing to the car service and car hire 
agreement under the terms of that 
agreement, and upon the American 
Short Line Railroad Association; and 
that it be filed with the Director. Office 
of the Federal Register. 

Issued at Washington, DC.. Decem¬ 
ber 20.1971. 

Interstate Commerce 
Commission. 

(seal] R. D. Pfahlek. 

Agent. 

(PR Doc 71-18706 Plied 12-21-71 ;8:SO ami 


[Hcv. SO. No. 924; I.C.C. Order No. 61. 

Arndt. No. 3) 

SUSQUEHANNA AND WESTERN 
RAILROAD CO. 

Rerouting or Diversion of Traffic 

Upon further consideration of I.C.C. 
Order No. 61 <Ncw York. Susquehanna 
and 'Western Railroad Co.) and good 
cause appearing therefor: 

It is ordered. That: 

I.C.C. Order No. 61 be. and it Is hereby, 
amended by substituting the following 
paragraph < g) for paragraph (g) 
thereof: 

(g) Expiration date. This order shall 
expire at 11:59 pm.. March 31, 1972. un¬ 
less otherwise modified, changed, or 
suspended. 

It is further ordered , That this amend¬ 
ment shall become effective at 11:59 
pm.. December 31, 1971, and that this 
order shall be served upon the Associa¬ 
tion of American Railroads, Car Service 
Division, as agent of all railroads sub¬ 
scribing to the car service and car hire 
agreement under the terms of that 
agreement, and upon the American 
Short Line Railroad Association: and 
that it be filed with the Director. Office 
of the Federal Register. 

Issued at Washington. D.C., Decem¬ 
ber 20. 1971. 

Interstate Commerce 
Commission, 

(seal! R D. Pfahler, 

Agent. 

|PR Doc.71-18706 PU«1 12-21-71:8:49 am) 


| Notice 341 

MOTOR CARRIER ALTERNATE ROUTE 
DEVIATION NOTICES 

December 17,1971. 

The following letter-notices of pro¬ 
posals to operate over deviation routes 
for operating convenience only have 
been filed with the Interstate Commerce 
Commission under the Commission’s Re¬ 
vised Deviation Rules—Motor Carriers of 
Passengers. 1069 (49 CFR 1042.2(0(9)) 
and notice thereof to all interested per¬ 
sons is hereby given as provided In such 
rules (49 CFR 1042.2(c)(9)). 

Protests against the use of any pro¬ 
posed deviation route herein described 
may be filed with the Interstate Com¬ 
merce Commission in Die manner and 
form provided in such rules (49 CFR 
1042.2<c) <9>) at any time, but will not 
operate to stay commencement of the 
proposed operations unless filed within 
30 days from the date of publication. 

Successively filed letter-notices of the 
same carrier under the Commission’s 
Revised Deviation Rules—Motor Carriers 
of Property. 1969, will be numbered con¬ 
secutively for convenience in identifica¬ 
tion and protests, if any, should refer 
to such letter-notices by number. 

Motor Carriers of Passengers 

No MC-1515 (Deviation No. 600), 
GREYHOUND LINES. INC M 1400 West 
Third Street, Cleveland. OH 44113, filed 
December 9. 1971. Carrier proposes to 
operate as a common carrier , by motor 
vehicle, of passengers and their baggage , 
and express and newspapers In the same 
vehicle with passengers, over a deviation 
route as follows: From junction U.S. 
Highway 60 and the Blue Grass Parkway 
over the Blue Grass Parkway to junction 
U.S. Highway 127, thence over U.S. High¬ 
way 127 to Harrodsburg, Ky.. and return 
over the same route, for operating con¬ 
venience only. The notice Indicates that 
the carrier is presently authorized to 
transport passengers and the same prop¬ 
erty, over pertinent service routes as fol¬ 
lows: (1) from Lexington. Ky.. over U.S. 
Highway 68 to Harrodsburg, Ky., (2) 
from Lawrenceburg, Ky.. over Kentucky 
Highway 44 to Junction Kentucky High¬ 
way 53. thence over Kentucky Highway 
53 to Shelbyville. Ky . (3) from Cincin¬ 
nati, Ohio, over U.8. Highway 25 to Lex¬ 
ington, Ky.. thence over U.S. Highway 
27 to Chattanooga, Ky.. (4) from Hunt¬ 
ington. W. Va.. over U.S. Highway 60 to 
Louisville, Ky., and (5) from Lawrence¬ 
burg, Ky.. over US. Highway 127 (for¬ 
merly Kentucky Highway 35) via 
Harrodsburg to Danville, Ky., thence 
over US. Highway 159 via Stanford to 
Mount Vernon, Ky., and return over the 
some routes. 

No. MC-30C08 * Deviation No. 2>. 
SOUTHERN KANSAS GREYHOUND 
LINES. INC.. 124 North Cheyenne Ave¬ 
nue. Tulsa, OK 74103, filed December 6, 
1971. Carrier proposes to operate as a 
common carrier , by motor vehicle, of 
passengers and their baggage , and ex¬ 
press and newspapers In the same vehicle 


with passengers, over a deviation route as 
follows: Between Tulsa, Okla., and 
Junction U.S. Highway 75 and Oklahoma 
Highway 20. over U S. Highway 75, for 
operating convenience only. The notice 
indicates that the carrier U presently au¬ 
thorized to transport passengers and the 
same property, over a pertinent service 
route as follows: From Tulsa, Okla., over 
Oklahoma Highway 11 to junction Okla- 
homa Highway 20. thence over Oklahoma 
Highway 20 to junction UJ3. Highway 75. 
and return over the same route. 

By the Commission. 

[seal! Robert L. Oswald. 

Secretary. 

|PR Doc.71-18697 Piled 12-21-71.8:48 xn\\ 


(NoUoe 40) 

MOTOR CARRIER ALTERNATE ROUTE 
DEVIATION NOTICES 

December 17, 1971. 

The following letter-notices of pro¬ 
posals to operate over deviation routes 
for operating convenience only have been 
filed with the Interstate Commerce Com¬ 
mission under the Commission’s Revised 
Deviation Rules—Motor Carriers of 
Property. 1969 (49 CFR 1042.4(d) (ID 
and notice thereof to all interested per¬ 
sons is hereby given os provided in such 
rules (49 CFR 1042.4(d) (ID). 

Protests against the use of any pro¬ 
posed deviation route herein described 
may be filed with the Interstate Com¬ 
merce Commission In the manner and 
form provided in such rules (49 CFR 
1042.4(d) (12)) at any time, but will not 
operate to stay commencement, of the 
proposed operations unless filed within 
30 days from the date of publication 

Successively filed letter-notices of the 
same carrier under the Commissions 
Revised Deviation Rules—Motor Carri¬ 
ers of Property. 1969, will be numbered 
consecutively for convenience In identi¬ 
fication and protests, if any. should refer 
to such letter-notices by number. 

Motor Carriers of Proterty 

No. MC 41432 (Deviation No 14>. 
EAST TEXAS MOTOR FREIGHT 
LINES, INC., 2355 Stoiumons Freeway. 
Poet Office Box 10125. Dallas, TX 75207. 
filed December 14. 1971. Carrier proposes 
to operate as a common carrier, by motor 
vehicle, of general commodities, with 
certain exceptions, over a deviation route 
os follows: From St. Louis. Mo., over In¬ 
terstate Highway 44 to Oklahoma City, 
Okla., thence over U.S. Highway 66 to 
Bars tow, Calif., thence over Interstate 
Highway 15 to San Bernardino. Calif., 
thence over Interstate Highway 10 to Los 
Angeles. Calif., and return over the snme 
route, for operating convenience only. 
The notice Indicates that the carrier is 
presently authorized to transport the 
same commodities, over a pertinent serv¬ 
ice route as follows: From St. Louis, Mo., 
over U.S. Highway 67 to Judsonla.^Arlu 
thence over U.S, Highway 67 and 67C to 
Hlgginson, Ark., thence over U.S. High¬ 
way 67 to Little Rock, Ark., thence over 
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UB. Highway 70 to Benton, Ark., thence 
over UJ8. Highway 67 to Texarkana. Ark., 
thence over UB. Highway59 to Marshall. 
Tox thence over UB. Highway 80 to Las 
Cruces. N. Mcx., thence over UB. High¬ 
way 70 to Los Angeles, Call/., and return 
over the same route. 

By the Commission, 

[seal! Robert L. Oswald. 

Secretary. 

\m Doc.71-18«98 Plied 12-31-71;8:48 am) 


(Notice 100) 

MOTOR CARRIER APPLICATIONS AND 

CERTAIN OTHER PROCEEDINGS 

December 17. 1971. 

The following publications arc gov¬ 
erned by the new Special Rule 1.247 of 
the Commission’s rules of practice, pub¬ 
lished in the Federal Register. Issue of 
December 3.1963. which became effective 
January l, 1964. 

The publications hereinafter set forth 
reflect the scope of the applications as 
filed by applicant, and may Include de¬ 
scriptions. restrictions, or limitations 
which are not in a form acceptable to 
the Commission. Authority which ulti¬ 
mately may be granted as a result of the 
applications here noticed will not neces¬ 
sarily reflect the phraseology set forth 
In the application as filed, but also will 
eliminate any restrictions which are not 
acceptable to the Commission. 

Motor Carriers of Property 

No MC 3468 <8ub-No. 161) (Republi- 
eaUon >, filed May 13. 1971. published 
in the Federal Register issue of June 4. 
1971. and republished this Issue. Appli¬ 
cant: F. J. BOUTELL DRIVEAWAY CO., 
INC.. 705 8outh Dort Highway. Flint. 
MI 48501. Applicant’s representative: 
HArry C. Ames, Jr., Suite 705. 666 11th 
Street NW„ Washington. DC 20001. A 
supplemental order of the Commission, 
Operating Rights Board, dated Novem¬ 
ber 22. 1971, and served December 13. 
1971. finds: that the present and future 
public convenience and necessity require 
operation by applicant, in interstate or 
foreign commerce, as a common carrier 
by motor vehicle, over Irregular routes, 
of automobiles, trucks, and buses as de¬ 
scrib'd in Descriptions in Motor Carriers 
Certificates, 61 M.C.C. 209 and 766, In 
initial movements, in truckaway service: 
<1> from the plantsites of the General 
Motor Corp. at Linden, N.J.. and Wil¬ 
mington. Del., to Detroit. Flint, and 
Pontiac. Mich.; and (2) from the plant- 
sites of the Oeneral Motors Corp. at 
Linden. NJ\, and Wilmington. Del., to 
points in Illinois. Indiana, Michigan. 
Ohio, and Wisconsin, restricted In (2) 
above to the transportation of traffic 
moving through Detroit, Flint, or Pon¬ 
tiac, Mich.: Because it is possible that 
other parties, who have relied upon the 
notice of the application as published, 
may have an interest in and would be 
Prejudiced by the lack of proper notice 
of the authority described in the findings 
In this order, a notice of the authority 
actually granted will be published in the 


Federal Register and issuance of a cer¬ 
tificate in this proceeding will be with¬ 
held for a period of 30 days from the 
date of such publication, during which 
period any proper party in interest may 
file an appropriate petition for leave to 
intervene in this proceeding setting forth 
in detail the precise manner in which it 
has been so prejudiced. 

No. MC 113362 (Sub-No. 200) <Repub- 
lication). filed January 4. 1971, pub¬ 
lished in the Federal Register issue 
of February 4, 1971, and republished 
this issue. Applicant: ELIBWORTH 
FREIGHT LINES, INC., 310 East Broad¬ 
way. Eagle Grow. IA 50503. Applicant’s 
representative: James Ellsworth. 4500 
North State Line. Texarkana. AR 75501. 
A report and order, Review Board No. 3. 
decided November 30. 1971, and served 
December 13, 1971. finds: that the pres¬ 
ent and future public convenience and 
necessity require operation by applicant, 
In interstate or foreign commerce, as a 
common carrier by motor vehicle, over 
irregular routes, of canned goods and 
dog food, from the faculties of Allen 
Canning Co.. Inc., at Gentry and at and 
near Siloam Springs. Ark., and at Kan¬ 
sas and Proctor. Okla., to the District 
of Columbia and points in Connecticut. 
Delaware, Massachusetts, Maryland. 
Maine, New Hampshire, New Jersey, New 
York. Rhode Island, and Vermont, re¬ 
stricted to the transportation of ship¬ 
ments originating at the above-named 
origins and destined to points in the 
above-named destinations. Because it is 
possible that other persons, who have 
relied upon the notice of the applica¬ 
tion as published may have an interest 
in and would be prejudiced by the lack 
of proper notice of the authority de¬ 
scribed in the findings of this report, a 
notice of the authority actually granted 
will be published in the Federal Register 
and issuance of a certificate in this pro¬ 
ceeding will be withheld for a period of 
30 days from the date of such publica¬ 
tion. during which period any proper 
party In interest may file a petition to 
reopen or for other appropriate relief 
setting forth in detail the precise man¬ 
ner in which it has been so prejudiced. 

No. MC 124669 (Sub-No. 28) (Repub- 
Ucation). filed December 21, 1970, pub¬ 
lished in the Federal Register issue of 
February 19. 1971. and republished this 
issue. Applicant: TRANSPORT, INC.. 
OF SOUTH DAKOTA, 1012 West 41st 
Street, Sioux Falls. SD 57105. AppU- 
cant’s representative: Ronald B. Pitsen- 
barger, Post Office Box 396. Moorhead. 
MN 56560. An order of the Commis¬ 
sion. Division 1, acting as an Appellate 
Division, decided November 11. 1971, 
served November 29, 1971, finds that by 
report and order of July 28. 1971, In the 
above-entitled proceeding, the Commis¬ 
sion. Review Board No. 2; (a) concluded 
that imposition of a tacking restriction 
in the proceeding was unwarranted: and 
(b) granted authority to applicant as 
requested in the application: That the 
application as published in the Federal 
Register of February 19. 1971, stated 
that the requested authority could not be 


tacked with applicant’s existing author¬ 
ity: That the Federal Register notice 
of February 19, 1971, in this matter was 
incorrect in that the authority as granted 
in this proceeding can in fact be tacked 
with applicant s existing authority, so 
as to permit a through service by appli¬ 
cant. from, to. or between points not in¬ 
cluded in the application. Because It is 
possible that other parties, who may 
have relied upon the notice of the appli¬ 
cation as published, may have an inter¬ 
est in and would be prejudiced by the 
lack of proper notice of the authority 
described in the findings in this order, a 
notice of the authority actually granted 
will be published in the Federal Register 
and issuance of a certificate in this pro¬ 
ceeding will be withheld for & period of 
30 days from the date of such publica¬ 
tion. during which period any proper 
party in interest may file an appropriate 
petition for leave to intervene in this 
proceeding setting forth in detail the 
precise manner in which it has been so 
prejudiced. 

Notice of Filing of Petitions 

No. MC 60868 (Notice of Filing of Peti¬ 
tion To Correct Certificate MC 60868. 
Application MC 60874 and Applications 
MC 89031 and MC 60868), filed Novem¬ 
ber 18. 1971. Petitioner: RUFPALO 

TRUCKINO SERVICE, INC.. Post Office 
Box 148. Newark. NY. Petitioner’s rep¬ 
resentative: Martin Martino, 1025 Con¬ 
necticut Avenue NW., Washington, DC 
20036. By petition filed November 18. 
1971. petitioner states that by virtue of 
Rule 202 of the general rules of practice 
of the Interstate Commerce Commis¬ 
sion, it seeks to correct its certificate No. 
MC 60868 in applications MC 60874, MC 
89031. and MC 60868. Petitioner states 
its present certificate reads as follows: 
“General commodities . except those of 
unusual value, and except dangerous ex¬ 
plosives, household goods as defined in 
Practices of Motor Common Carriers of 
Household Goods, 17 M.C.C. 467, com¬ 
modities in bulk, commodities requiring 
special equipment, and those injurious or 
contaminating to other lading, over 
irregular routes, from New York, N.Y., 
and points and places In New Jersey 
within 30 miles of Jersey City. N.J., to 
Newark. N.Y., and points and places 
within 35 miles of Newark. Canned goods 
and kraut In containers, over irregular 
routes, from Newark, N.Y.. and points 
and places within 75 miles of Newark 
to Passaic, Hackensack, Hoboken. Eliza¬ 
beth, Jersey City, Newark. Paterson. 
Perth Amboy, and New Brunswick. N.J., 
and New York. N.Y. From Newark. N.Y., 
to Easton. Williamsport, Milton. Sun- 
bury. Harrisburg, Lancaster. Coatesville, 
and Philadelphia, Pa. Return, with no 
transportation for compensation except 
as otherwise authorized to the above- 
specified origin points. 

"Animal and poultry feed and shell 
and grit . over irregular routes, from Ncw- 
fleid, N.J., to points in Steuben. Che¬ 
mung, Tioga, Broome. Delaware. Otsego. 
Chenango, Cortland, Tompkin, Schuyler. 
Erie. Wyoming, Livingston, Yates. On¬ 
tario. Seneca, Cayuga, Herkimer. Onei¬ 
da, Madison. Onondaga, Wayne, Monroe. 
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Genesee, Orleans, Niagara, Oswego. Jef¬ 
ferson. and Lewis Counties, N.Y.; canned 
vegetables and fruit: From Waterloo, 
N Y. to points in Nassau and Westches¬ 
ter Counties, N.Y.; sauerkraut , in con¬ 
tainers. from Seneca Castle, N.Y., to 
points in Nassau and Westchester Coun¬ 
ties, N.Y.; canned vegetables , from New¬ 
ark. N.Y., to points in Westchester Coun¬ 
ty. N.Y. Irregular routes: General com¬ 
modities (except those of unusual value, 
classes A and B explosives, livestock, 
commodities in bulk, and household 
goods as defined by the Commission, 
between points in Madison. Oneida, and 
Onondaga Counties. N.Y." Petitioner fur¬ 
ther states that a review of the tran¬ 
script of proceedings in Docket No. MC 
89031 supports the conclusion that the 
body of the report and recommended 
order of the Hearing Examiner was in¬ 
tended to and should have read as fol¬ 
lows: "from Newark, N.Y.. and points 
and places within 75 miles of Newark, 
N.Y. to Easton. Williamsport, MU ton. 
Sunbury. Harrisburg, Lancaster, Coates- 
vUle, and Philadelphia, Pa," Petitioner 
further states that the various hearings, 
consolidations and testimony adduced 
in these proceedings shortly after the 
Motor Carrier Act became effective pre¬ 
sent a picture of confusion, and at this 
late date for reexamination of the facts. 
By the instant petition. Petitioner re¬ 
quests its Certificate MC 60868 be cor¬ 
rected to read as follows: “Public con¬ 
venience and necessity found to require 
operation by applicant as a common car¬ 
rier by motor vehicle, in interstate or 
foreign commerce of canned goods and 
kraut in containers, from Newark. N.Y., 
and points within 75 mUes thereof, to 
Easton, Williamsport. Milton, Sunbury, 
Harrisburg. Lancaster, Coatesville, and 
Philadelphia, Pa., with no transporta¬ 
tion for compensation on return except 
as otherwise authorized." Any interested 
persons desiring to participate may file 
an original and six copies of his written 
representations, views, or argument in 
support of or against the petition within 
30 days from the date of this publication 
in the Federal Register. 

No. MC 129229 and MC 129229 (Sub- 
No. 1) (Notice of Filing of Petition To 
Add Name of Shipper), filed November 
22. 1971. Petitioner: P & N TRUCKING 
CO.. INC„ 4010 DeUane, North Bergen. 
NJ 07047. Petitioner’s representative: 
George A. Olsen. 69 Tonnele Avenue, Jer¬ 
sey City, NJ 07306. Petitioner holds au¬ 
thority in No. MC 129229. as follows: Ir¬ 
regular routes: (1) Trichlorethylene and 
perchlorethylene. liquid in bulk: (a) 
from piers in New York Harbor. N.Y., as 
defined by the Commission, to points in 
Connecticut, Massachusetts. Rhode 
Island, New Jersey, New York, Pennsyl¬ 
vania. Delaware, and Maryland; (b) 
from Philadelphia, Pa., piers to points in 
Pennsylvania; and (c) from Baltimore. 
Md., piers to points in Maryland. (2) 
Chemicals (except in bulk), aluminum 
sheets, steel sheets, rods, coils, and ingots; 
(a) from piers in New York Harbor, N.Y- 
as defined by the Commission, to points 
in Connecticut, New Jersey, New York, 
Pennsylvania, Delaware, Maryland, Chic¬ 


opee Falls. Mass,, and Providence, RI; 
<b> from Philadelphia. Pa., piers to 
points In Pennsylvania; and (c) from 
Baltimore. Md.. piers to points in Mary¬ 
land, restricted to shipments in (1) and 
(2) above having prior movement by 
water and further restricted to traffic 
moving under a contract with Interna¬ 
tional Selling Corp., of New York. N.Y., 
No. MC 129229 Sub 1. as follows: Lead 
and zinc ingots , copper wire and sheets . 
<&> from New York. N.Y., and points in 
the commercial zone thereof as defined 
by the Commission, to Chicopee Falls, 
Mass., and Providence, RJ., and points 
in Connecticut, New Jersey. New York, 
Pennsylvania, Delaware, and Maryland, 
with no transportation for compensation 
on return except as otherwise au¬ 
thorized; <b) from Philadelphia, Pa., to 
points in Pennsylvania, with no trans¬ 
portation for compensation on return 
except as otherwise authorized; <c) from 
Baltimore. Md.. to points in Maryland, 
with no transportation for compensa¬ 
tion on return except as otherwise au¬ 
thorized. Restriction: The service au¬ 
thorized herein Is subject to the follow¬ 
ing conditions: The service authorized 
herein is restricted to shipments having 
a prior movement by water in foreign 
commerce. The operations authorized 
herein are limited to a transportation 
service to be performed, under a continu¬ 
ing contract, or contract with Interna¬ 
tional Selling Corp. of New York, N.Y. By 
the Instant petition, petitioner seeks to 
add the name of Rhodia, Inc., as an addi¬ 
tional contracting shipper to both of the 
above-named permits. Any interested 
person desiring to participate may file an 
original and six copies of his written 
representations, views or argument in 
support of or against the petition within 
30 days from the date of publication in 
the Federal Register. 

No. MC 133627 (Sub-No. 1) (Notice of 
Filing of Petition To Substitute Con¬ 
tracting Shipper and Add Origin Point 
of Grand Junction. Colo.), filed Novem¬ 
ber 11,1971. Petitioner: COMMON MAR¬ 
KET DISTRIBUTING CORPORATION. 
Phoenix. Ariz. Petitioner’s representa¬ 
tive: Donald E. Pemaays, 4114A North 
20th Street. Phoenix, AZ 85016. Petitioner 
holds authority in No. MC 133627 Sub- 
No. 1. over irregular routes, transport¬ 
ing: Vitrified clay pipe, cast iron man¬ 
hole frames . covers and steps , and sewer 
accessories . from Pueblo, Colo., to points 
in Arizona, with no transportation for 
compensation on return except as other¬ 
wise authorized. Restriction: The opera¬ 
tions authorized herein are subject to the 
following conditions: Carrier shall con¬ 
duct separately its contract carrier oper¬ 
ation and its other business activities. 
Carrier shall conduct separate accounts 
and records therefor. Carrier shall not 
transport property os both a private and 
contract carrier In the same vehicle at 
the same time. The operations authorized 
herein are limited to a transportation 
service to be performed, under a continu¬ 
ing contract, or contracts, with R. L. Co- 
bum Co., Inc. By the instant petition, 
petitioner seeks to modify its permit by 
substituting T. R. Rutiila Co., Inc., as the 


contracting shipper in lieu of R. L. Co¬ 
bum Co.. Inc., and that the origin point 
of Grand Junction, Colo., be added Any 
interested person desiring to participate 
may file an original and six copies of his 
written representations, views, or argu¬ 
ment in support of or against the peti¬ 
tion within 30 days from the date of 
publication in the Federal Register 

No. MC 19157 and No. MC 19157 (Sub- 
No. 9) (Notice of Filing of Petition for 
Waiver of Rule 101<e>, Reopening Re¬ 
consideration, and Modification of Cer¬ 
tificates), filed November 30, 1971. 

Petitioner: McCORMACKS HIGHWAY 
TRANSPORTATION. INC., 151 Erie 
Boulevard. Schenectady. NY 12305. Peti¬ 
tioner’s representative: Anthony c 
Vance, 8uite 501. 1111 E 8treet NW., 
Washington, DC 20004. Petitioner states 
it was granted "grandfather" authority 
in its lead certificate MC 19157. Petitioner 
states its lead authority is irregular route, 
motor common carrier authority, and 
reads as follows, in relevant pert: "elec¬ 
trical equipment, between Schenectady. 
N.Y., on the one hand. and. on the other, 
points in Connecticut, Illinois, Indiana, 
Maryland. Massachusetts, New Jersey, 
New York, Ohio. Pennsylvania, Vermont, 
VlrginW and the District of Columbia”, 
Petitioner further states it’s 8ub 9 au¬ 
thority is motor common carrier author¬ 
ity. and reads as follows. In relevant part: 
"electrical equipment, between Schenec¬ 
tady. N.Y., on the one hand. and. on the 
other, points in Maine. New Hampshire, 
Rhode Island, Delaware. North Carolina, 
South Carolina, Kentucky, Tennessee, 
Georgia. Alabama, Florida. Louisiana 
West Virginia, Mississippi. Michigan, and 
Wisconsin". Petitioner states that it was 
issued "grandfather" authority which 
did not fully encompass all of the com¬ 
modities which were transported on and 
before the "critical" grandfather date, 
and thereafter. Moreover, the “grand¬ 
father" and Sub 9 authority issued to 
petitioner (electrical equipment) was 
thought to encompass a scope of com¬ 
modity transportation broader than that 
w’hlch has recently been indicated to peti¬ 
tioner, among other reasons. 

By the instant petition, petitioner re¬ 
quests its lead certificate be modified to 
read as follows: " electrical equipment, 
appliances , and parts , pipe . and commod¬ 
ities the transportation of which because 
of size or weight require the use of special 
equipment, over irregular routes. betw*een 
Schenectady. N.Y., on the one hand, and, 
on the other, points on Connecticut. Illi¬ 
nois, Indiana, Maryland. Massachusetts, 
New Jersey. New York, Ohio. Pennsyl¬ 
vania. Vermont, Virginia, and the Dis¬ 
trict of Columbia." Petitioner further 
requests that its Sub 9 certificate be 
modified to real as follows: " eiecArical 
equipment . appliances . and parts, and 
commodities the transportation of which 
because of size or weight require the use 
of special equipment , over irregular 
routes, between Schenectady*, N.Y., on the 
one hand, and on the other, points in 
Maine, New Hampshire, Rhode Island. 
Delaware, North Carolina, South Caro¬ 
lina, Kentucky, Tennessee, Georgia Ala¬ 
bama. Florida. Louisiana. West Virginia. 
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Mississippi. Michigan, and Wisconsin, 
petitioner further states that If it is 
pre-ontly authorized to provide all of the 
aervict* performed during the “grand¬ 
father” period or dealt In by the sup¬ 
porter to its Sub 9 certificate, then this 
petition may be dismissed; otherwise, 
petitioner requests the modification 
stated above. Any interested person or 
persons desiring to participate and to be 
heard in the matter may file an original 
and six copies of his written representa¬ 
tions. views, or argument in support of 
or against the petition within 30 days 
from the date of this publication in the 
Federal Register. 

No. MC 124373 ( Sub-No. 7) (Notice of 
Filing of Petition TO Add Nome of Ship¬ 
per to Present Operating Authority)* 
filed November 24.1971. Petitioner: NEL- 
MAR TRUCKING CO., a corporation. 
Perth Amboy, NJf. Petitioner's repre¬ 
sentative: George A. Olsen. 69 Tonnele 
Avenue, Jersey City, NJ 07306. Petitioner 
states it holds authority in its permit No. 
MC 124373 <8ub-No, 7) which authorizes 
operations as a motor contract carrier, 
over irregular routes, in the transporta¬ 
tion of: “Beverages in containers, and 
beverage preparations, other than malt, 
and equipment, materials and supplies, 
used in the manufacture and sale of bev¬ 
erages, between points In Connecticut. 
Delaware, Maine, Maryland. Massachu¬ 
setts, New Hampshire, New Jersey. Ohio, 
Pennsylvania. Rhode Island. Virginia, 
District of Columbia. Vermont, West Vir¬ 
ginia, North Carolina, and Kentucky, un¬ 
der a continuing contract with Custom 
Canncrs of Baltimore. Inc., and Yoo-Hoo 
Beverages Co., of Carlstadt, N.J ” By the 
Instant petition, petitioner seeks to add 
the name of Royal Crown Cola Co., as a 
contracting shipper. Any Interested per¬ 
son or persons desiring to participate may 
file an original and six copies of his writ¬ 
ten representations, views or arguments. 
In support of, or against the petition 
within 30 days from the date of this pub¬ 
lication in the Federal Register. 

No. MC 107460 (Sub-No. 8 and Sub-No. 
22) (Notice of Filing of Petition for Mod¬ 
ification of Permit), filed December 8, 
1971. Applicant: WILLIAM Z. GETZ. 
INC., 3055 Yellow Goss Road. Lancaster, 
PA 17601. Applicant's representative: 
Christian V. Graf. 407 North Front 
Street, Harrisburg, PA 17101. Petitioner 
holds authority in No. MC 107460 < Sub- 
No. 8) the part here pertinent, to trans¬ 
port. over irregular routes, (A) Agricul¬ 
tural machinery and implements, and 
parts and accessaries tor said commodi¬ 
ties. moving in connection with ship¬ 
ments of such commodities, from the 
Plantsite of the Sperry Rand Corp.. New 
Holland Division, at Belleville. Pa„ to 
points in North Carolina and South Car¬ 
olina, with no transportation for com¬ 
pensation on return except as otherwise 
authorized. Restriction: The service au¬ 
thorized in the paragraph immediately 
above is restricted to shipments on which 
stopping In transit for partial unloading 
will be performed at authorized points. 
( B) As to 8ub 22 the pertinent restriction 
mute as follows: “Irregular routes: Agri¬ 
cultural machinery and implements, and 


parts and accessories. From points In 
Ohio, Illinois, Indiana, to the plantsite of 
Sperry Rand Corp., New Holland Divi¬ 
sion, at Belleville, Pa., with no transpor¬ 
tation for compensation on return except 
as otherwise authorized. 

Restriction: The service authorized in 
the paragraph immediately above Is re¬ 
stricted to shipments on which stopping 
in transit for partial unloading would 
be performed at the New Holland, Pa.. 
Mountville. Pa., or Intercourse. Pa., 
plants of the shipper.” and " Accessories. 
parts and supplies and materials used in 
the manufacture, repair and assembly of 
agricultural machinery, implements, and 
component parts (except in bulk). From 
points In Ohio, Illinois, Indiana, and 
Michigan to the plantsite of Sperry Rond 
Corp., New Holland Division, at Belle¬ 
ville. Pa. Restriction: The service author¬ 
ized in the paragraph Immediately above 
is restricted to shipments on which stop¬ 
ping In transit for partial unloading will 
be performed at the New Holland. Pa., 
Mountville. Pa., or Intercourse, Pa., 
plants of the shipper ” By the Instant 
petition, petitioner seeks to modify the 
above-named permits so as to remove the 
restrictions. Any Interested person desir¬ 
ing to participate may file on original 
and six copies of his written representa¬ 
tions. views, or argument in support of 
or against the petition within 30 days 
from the date of publication in the 
Federal Register. 

Applications for Certificates or Per¬ 
mits Which are To Be Processed Con¬ 
currently With Applications Under 
Section 5 Governed By Special Rule 
240 to the Extent Applicable 

No. MC 11207 (8ub-No. 314), filed 
November 22. 1971. Applicant: DEATON. 
INC., 317 Avenue W. Post Office Box 938, 
Birmingham. AL 35201. Applicant’s rep¬ 
resentative: A. Alvls Layne, 915 Penn¬ 
sylvania Building, Washington, DC 
20004, Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: General 
commodities (except those of unusual 
value, classes A and B explosives, house¬ 
hold goods as defined by the Commission, 
commodities in bulk, and those requir¬ 
ing special equipment), between Birm¬ 
ingham. Ala., and points within 6 miles 
of Birmingham, on the one hand. and. on 
the other. New’ Orleans, La., and points 
in Mississippi, restricted against the 
transportation of traffic interlined or 
incrchanged to. from, or with other car¬ 
riers at Birmingham, Ala., or points 
within 65 miles of Birmingham. Note: 
This application Is a matter directly re¬ 
lated to MC-F-11305. published In the 
Federal Register Issue of September 15. 
1971, wherein applicant seeks to convert 
to irregular routes the regular-route, 
general commodity authority it proposes 
to retain following consummation of MC- 
F-11305. Applicant also proposes to tack 
the authority sought with its existing 
specified commodity, irregular-route au¬ 
thority wherever feasible. If a hearing 
is deemed necessary, applicant requests 
it be held at Birmingham. Ala. 


No. MC 59856 (Sub-No. 44>, filed Oc¬ 
tober 29. 1971. Applicant: SALT CREEK 
FREIGHTWAYS. a corporation. 3333 
West Yellowstone, Casper. WY 82601. 
Applicant's representative: Carl L. 
Steiner, 39 South La Salle Street, Chi¬ 
cago. IL 60603. Authority sought to oper¬ 
ate as a common carrier, by motor ve¬ 
hicle, over regular routes, transporting: 
General commodities (except commodi¬ 
ties in bulk, household goods as defined 
by the Commission, commodities w'hich 
because of size or weight require special 
equipment, and articles of unusual 
value), from Gillette, Wyo.. over‘Inter¬ 
state Highway 90 to Spearflsh, 8. Dak., 
thence over US. Highway 85 to Belle 
Fourche. 8. Dak., and return over the 
same routes, serving all intermediate 
points on said highways, and serving 
points in Crook County, Wyo., and Butte 
and Lawrence Counties, 8. Dak., as off- 
route points. Note: The Instant appli¬ 
cation is a matter directly related to 
MC-F-11349. published in the Federal 
Register Issue of November 24, 1971. 
Common control may be involved If a 
hearing is deemed necessary, applicant 
requests It be held at Washington. D.C. 

No. MC 120280 (Sub-No. 2), filed De¬ 
cember 6, 1971. Applicant: STATE MO¬ 
TOR LINES, INC.. Poet Office Drawer 
4187. Longview Station. Hickory, NC 
28601. Applicant’s representative: Ed¬ 
ward O. Villalon. 1032 Pennsylvania 
Building. Pennsylvania Avenue and 13th 
Street. NW.. Washington, DC 20004. Au¬ 
thority sought to operate as a common 
carrier . by motor vehicle, over Irregular 
routes, transporting: General commodi¬ 
ties (except those requiring special 
equipment), betw’ccn points in North 
Carolina east of Transylvania, Haywood. 
Madison. Yancy. Mitchell. Avery, Wa¬ 
tauga. Ashe, and Alleghany Counties, and 
west of Onslow. Jones. Carteret, Pamlico. 
Beaufort, Washington, Chowan, and 
Gates Counties, N.C. Note: Applicant 
holds a certificate of registration in No. 
MC 120280 (Sub-No. 1) The purpose of 
this application Is to seek a certificate of 
public convenience and necessity In lieu 
thereof. The instant application la a 
matter directly related to MC-F-11394, 
published in the Federal Register issue 
of December 15. 1971. If a hearing is 
deemed necessary, applicant requests It 
be held at Washington. D.C.. or Hickory. 
N.C. 

Applications Under Sections 
5 and 210a<b) 

The following applications are gov¬ 
erned by the Interstate Commerce Com¬ 
mission’s special rules governing notice 
of filing of applications by motor car¬ 
riers of property or passengers under 
sections 5(a> and 210a<b) of the Inter¬ 
state Commerce Act and certain other 
proceedings with respect thereto (49 
CFR 1.240 >. 

MOTOR CARRIERS OF PROPERTY 

No. MC-F-11399. Application under 
section 5*1) of the Interstate Commerce 
Act for approval of on agreement be¬ 
tween common carriers for the pooling of 
traffic. Applicants: SUMAS-EVERSON 
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AUTO FREIGHT. INC.. Everson. Wash. 
< MC-69626), and O.N.C. MOTOR 
FREIGHT SYSTEM. 2800 West Bayshore 
Road. Palo AUo. CA 94303 (MC-71459) 
seeks to enter into an agreement for the 
pooling of traffic consisting of general 
commodities moving in interstate com¬ 
merce between certain specified points 
in Washington. Attorney: Jack R. Tur¬ 
ney. Jr., 2001 Massachusetts Avenue NW., 
Washington. DC. 20036. SUMAS- 
EVERSON AUTO FREIGHT INC., is au¬ 
thorized to operate as a common carrier 
in Washington. 

No. MC-F-11400. Application under 
section 5(1) of the Interstate Commerce 
Act for approval of an agreement be¬ 
tween common carriers for the pooling 
of traffic. Applicants: F & M TRANSFER 
CO.. 8 South First Avenue. Yakima, WA 
98902 (MC-76470). and O.N.C. MOTOR 
FREIGHT SYSTEM. 2800 West Bay- 
shore Road, Palo Alto, CA 94303 (MC- 
71459). seeks to enter into an agreement 
for the pooling of traffic consisting of 
general commodities moving in interstate 
commerce between certain specified 
points in Washington. Attorney: Jack 
R. Turney, Jr.. 2001 Massachusetts Ave¬ 
nue NW., Washington. DC 20036. F k 
M TRANSFER CO., is authorized to op¬ 
erate as a common carrier in Washing¬ 
ton. 

No. MC-F-11401. Authority sought for 
purchase by ERICKSON TRANSPORT 
CORPORATION. 2105 East Dale Street. 
Springfield. MO 65804, of a portion of 
the operating rights of THE MAN- 
FREDI MOTOR TRANSIT COMPANY. 
Route 87, Newbury, Ohio 44067, and for 
acquisition by HENRY J. ERICKSON, 
JOHN H. ERICKSON, JOSEPHINE 
ERICKSON, and ALF ERICKSON, all 
also of Springfield. Mo., of control of 
such rights through the purchase. Appli¬ 
cants* attorney: John P. McMahon. 100 
East Broad Street, Columbus. OH 43215. 
Operating rights sought to be trans¬ 
ferred: Liquid concrete admixtures, in 
bulk, in tank vehicles, as a common car¬ 
rier, over irregular routes, from Spring- 
field. Mo., to points in the United States, 
except points in Alaska, Arizona. Cali¬ 
fornia. Hawaii, Idaho, Montana. Nevada. 
New Mexico. Oregon. Utah. Washington, 
and Wyoming. Vendee is authorized to 
operate as a common carrier in all States 
in the United States (except Alaska and 
Hawaii). Application has been filed for 
temporary authority under section 210a 
<b>. 

No. MC-F-11402. Authority sought for 
purchase by CONTINENTAL VAN 
LINES. INC.* 891 Broadway, Seaside, 
CA 93940, of a portion of the operating 
rights and property of ELMER L. SIMS, 
O. GRANT SIMS AND ELMER L. SIMS 
(TRUSTEE FOR SIMS FAMILY), do¬ 
ing business as SALT LAKE TRANSFER 
CO.. 35 South Fifth West. Salt Lake City, 
UT 84101, and for acquisition by NOR¬ 
MAN E. WILEY, 325 Elder Avenue. Sea¬ 
side, CA 93950 and J. VERNON MYRES. 
779 Anita Street. Chula Vista, CA 92011, 
of control of such rights and property 
through the purchase. Applicants* at¬ 
torney: John Paul Fischer, 140 Mont¬ 


gomery Street. 8an Francisco, CA 94104. 
Operating rights sought to be trans¬ 
ferred: Household goods, as defined by 
the Commission, as a common carrier 
over irregular routes, between points in 
Utah, on the one hand, and, on the other, 
points in Utah, and Idaho, those in Ne¬ 
vada east of a line extending north and 
south through McDermitt, Nev.. includ¬ 
ing Winemucca, Nev.. and those in 
Wyoming west of the Continental Di¬ 
vide. between points in Utah. Colorado, 
and Montana, between points in Utah. 
Wyoming, Idaho. Montana. Arizona and 
those in Nevada other than Nye, Esmer¬ 
alda, and Mineral Counties. Vendee 1s 
authorized to operate as a common car¬ 
rier in Nevada. California, and Oregon. 
Application has been filed for temporary 
authority under section 210a(b). 

No. MC-F-11403. Authority sought for 
purchase by PRESTON TRUCKING 
COMPANY, INC., 151 Easton Boule¬ 
vard. Preston, MD 21655. of the operat¬ 
ing right and property of AMERICAN 
TRANSFER COMPANY. INC.* 1112 Race 
Street, Baltimore. MD 21230. and for ac¬ 
quisition by A. T. BLADES. T. E. 
FLETCHER, JR.. A. F. SISK. JR.. J. 
DALLAS BLADES, all of Preston. Md. 
21655. of control of such rights and 
property through the purchase. Appli¬ 
cants' attorney: William J. Little, Suite 
414, The Blaustein Building. 1 North 
Charles Street. Baltimore. MD 21201. 
Operating rights sought to be trans¬ 
ferred: General commodities, excepting 
among others, classes A and B explo¬ 
sives, household goods and commodities 
in bulk, as a common carrier over reg¬ 
ular routes, between Baltimore, Md., and 
Washington D.C., serving no interme¬ 
diate points, between Baltimore, Md.. and 
Point Lookout. Md.. serving all interme¬ 
diate points: and off-route points in 8t. 
Marys and Charles Counties, Md.. and 
those in Prince Georges County. Md.. on 
and south of Maryland Highway 4. be¬ 
tween Washington, D.C., and Annapolis 
and North Beach, Md., serving all inter¬ 
mediate points, and certain off-route 
points: general commodities, excepting 
among others, classes A and B explo¬ 
sives, household goods, and commodi¬ 
ties In bulk, over irregular routes, from 
Baltimore, Md.. to Richmond. Va., and 
points in that part of Maryland on and 
east of U.S. Highway 11. except those 
points on and east of U.S. Highway 1 
and north of Baltimore, but not except¬ 
ing Perryville and Perry Point. Md.. be¬ 
tween points in the Washington, D.C., 
commercial zone, as defined by the 
Commission in 3 M.C.C. 243, on the one 
hand. and. on the other, points in that 
part of Maryland bounded on the north 
by a line beginning at the Maryland- 
District of Columbia boundary line, and 
extending along Alternate U.S. Highway 
1 to Junction Maryland Highway 450, 
thence along Maryland Highway 450 to 
Chesapeake Bay; on the east by Chesa¬ 
peake Bay; and on the west and south by 
the Potomac River. Including points on 
the highway boundary specified. Vendee 
is authorized to operate as a common 
carrier in Maryland. New York. Virginia, 


Delaware, Pennsylvania, New Jersey. 
Massachusetts, Connecticut, Maine. New 
Hampshire, Rhode Island. Vermont 
Ohio. West Virginia, North Carolina! 
and the District of Columbia. Applica¬ 
tion has not been filed for temporary 
authority under section 210a(b). 

No. MC-F-11404. Authority sought for 
continuance In control by SPACE CEN¬ 
TER, INCORPORATED, 444 Lafayette 
Road, St. Paul. MN 55101. of ST. PAUL 
TERMINAL WAREHOUSE COMPANY. 
INC., 444 LAfayette Road, St. Paul, MN 
55101. Applicants’ attorney: William S. 
Rosen. 630 Osborn Building, St. Paul. 
MN 55102. Operating rights sought to 
be controlled: In pending Docket No. 
MC-134429 Sub-3, covering the transpor¬ 
tation of general commodities (except 
those of unusual value, classes A and B 
explosives, household goods as defined 
by the Commission, commodities in bulk, 
and those requiring special equipment 
because of size or weight). between Cor¬ 
dova Siding (plantsite of Minnesota 
Mining k Manufacturing Co. near Cor¬ 
dova. Ill.), Ames and Knoxville, Iowa. 
Alexandria, Chemolite (Minnesota 
Mining k Manufacturing Co. plant- 
site at Cottage Grove), Fairmont, Hutch¬ 
inson. Lindstrom. Mankato, New Ulm, 
Minneapolis, and Pine City. Minn., and 
Cumberland and Prairie Du Chien, Wls., 
restricted (1) to the transportation of 
shipments both originating at and des¬ 
tined to plantsites and storage facilities 
of the Minnesota Mining k Manufac¬ 
turing Co.; and (2) against the trans¬ 
portation of shipments between Cumber¬ 
land. Wis., on the one hand, and. on 
the other. Chemolite (Minnesota Mining 
& Manufacturing Co. plantsite at Cot¬ 
tage Grove. Minn.), and points in 
the Mlnneapoiis-St. Paul. Minn , com¬ 
mercial zone as defined by the Commis¬ 
sion, and certificate not yet issued. 
SPACE CENTER, INCORPORATED 
presently controls WITTE TRANSPOR¬ 
TATION COMPANY, a common carrier 
in MC-8964. Application has not been 
filed for temporary authority under sec¬ 
tion 210a<b). 

No. MC-F-11405. Authority sought Tor 
purchase by GENSIMORE TRUCKING. 
INC., Post Office Box "L”. Pleasant Gap, 
PA 16823, of the operating rights 
of OSCAR H. BYERLY, CLYDE R. 
BYERLY, and HUGH O. BYERLY. do¬ 
ing business as BYERLY*S SERVICE, 
REGISTERED, Dalmatia, Pa. 17017. and 
for acquisiUon by MAE GENSIMORE. 
HARRY GENSIMORE, DONALD GEN¬ 
SIMORE, all of Rural Delivery No 1. 
Box 94. Tyrone, PA 16686 and EDWARD 
GENSIMORE, Post Office Box 176, 
Centre Hall, Pa. 16823, of control of such 
rights through the purchase. Applicants’ 
attorney: Robert H. Griswold. Post Office 
Box 1166. 100 Pine Street. Harrisburg 
PA 17108. Operating rights sought to be 
transferred: Fertilizer, as a common car - 
rfer over irregular routes, from Balti¬ 
more, Md.. to points in Pennsylvania 
west of a line extending from the north¬ 
ern end of the Maryland-Delaware State 
line through Reading and Sayre, Pa., to 
the Pennsylvania-New York State line: 
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and wastepaper, from Baltimore, Md.. to 
Biglorsvllle, Pa. Vendee Is authorized to 
operate as a common carrier In Pennsyl¬ 
vania* Connecticut, Delaware, Maryland. 
Massachusetts. New Jersey. New York, 
Ohio, Virginia, West Virginia, and the 
District of Columbia. Application has not 
been filed for temporary authority under 
section 210a<b). 

By the Commission. 

( seal! Robert L. Oswald, 

Secretary . 

I Fit Doc.71-18099 Piled 13-21-71:8:46 amj 


(Notice 414) 

MOTOR CARRIER TEMPORARY 

AUTHORITY APPLICATIONS 

December 16, 1971. 

The following are notices of filing of 
applications for temporary authority 
under section 210a<a> of the Interstate 
Commerce Act provided for under the 
new rules of Ex Parte No. MC-67 <49 
CFR Part 1131) published In the Federal 
Register, issue of April 27, 1965. effec¬ 
tive July 1, 1965. These rules provide that 
protests to the granting of an applica¬ 
tion must be filed with the held official 
named in the Federal Register publica¬ 
tion. within 15 calendar days after the 
date of notice of the filing of the applica¬ 
tion is published in the Federal Register. 
One copy of such protests must be served 
on the applicant, or its authorized rep¬ 
resentative. II any. and the protests must 
certify that such service has been made. 
The protests must be specific as to the 
service which such protectant can and 
will offer, and must consist of a signed 
original and six copies. 

A copy of the application Is on file, 
and can be examined at the Office of the 
Secretary. Interstate Commerce Com¬ 
mission, Washington, D.C„ and also in 
field office to which protests are to be 
transmitted. 

Motor Carriers or Property 

No. MC 8973 < Sub-No. 23 TA>. filed 
December 6. 1971. Applicant: METRO¬ 
POLITAN TRUCKING. INC., 2424 95th 
Street. North Bergen. NJ 07047. Mailing: 
Post Office Box 93, Ridgefield, NJ 07657. 
Applicant's representative: George A. 
Olsen, 60 Tonnele Avenue. Jersey City. 
NJ 07306. Authority sought to operate as 
a common carrier, by motor vehicle, over 
irregular routes, transporting: (1) Plas¬ 
tic articles , materials and supplies. used 
in the manufacture of plastic articles 
(except bulk in tank vehicles), from the 
facilitiesof Colorite Plastics Co. at Ridge¬ 
field. NJ., to points in New Jersey. New 
York. Connecticut, Rhode Island, Massa¬ 
chusetts, Vermont, New Hampshire, 
Maine. Ohio. Pennsylvania, Delaware, 
Maryland, Virginia. West Virginia, and 
the District of Columbia; and (2) plastic 
articles, materials and supplies. used in 
the manufacture of plastic articles (ex¬ 
cept bulk in tank vehicles *, from the 
above destination states to Ridgefield, 
N J, for 180 days. Supporting shipper: 
Colorite Plastics Co.. 101 Railroad 


Avenue. Ridgefield, NJ 07657. Send pro¬ 
tests to: District Supervisor Robert E. 
Johnston. Bureau of Operations. Inter¬ 
state Commerce Commission. 970 Brood 
Street, Newark. NJ 07102. 

No. MC 103993 (Sub-No. 680 TA>. filed 
December 6. 1971. Applicant: MORGAN 
DRIVE AWAY. INC., 2800 West Lexing¬ 
ton Avenue. Elkhart, IN 46514. Appli¬ 
cant's representative: Ralph H. Miller 
(same address as above). Authority 
sought to operate as a common carrier , 
by motor vehicle, over irregular routes, 
transporting: Buildings and sections of 
buildings , on undercarriages, from points 
in the United 8tates east of the Missis¬ 
sippi River and Louisiana and Minnesota, 
for 180 days. Supporting shipper: Fleet- 
wood Homes of Virginia. Inc.. Post Office 
Box 100, Highway 40 West. R.F.D. 4, 
Rocky Mount, VA 24151. Send protests 
to: Acting District Supervisor John R. 
Ryden. Bureau of Operations. Interstate 
Commerce Commission, Room 204. 345 
West Wayne Street. Port Wayne, IN 
46802. 

No. MC 112595 (Sub-No 49 TA). filed 
December 6. 1971. Applicant: FORD 
BROTHERS. INC., Post Office Box 727. 
510 Riverside Drive, Coal Grove 45. 
Iron ton. OH 45638. Applicant’s repre¬ 
sentative: Walter S. Dali (same address 
as above). Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: Cal¬ 
cinated coke, in bulk, in tank or hopper 
type vehicles, from Gary. Ind., to Lan¬ 
caster. Ohio, for 180 days. Supporting 
shipper: The Arcair Co.. Post Office Box 
406. North Memorial Drive, Lancaster, 
OH 43130, Attention: F. A. Moler. Jr,. 
Purchasing Agent. Send protests to: H. R. 
White, District Supervisor. Interstate 
Commerce Commission. Bureau of Oper¬ 
ations. 3108 Federal Office Building. 500 
Qimnier Street, Charleston, WV 25301. 

No. MC 114106 tSub-No. 90 TA», filed 
December 6, 1971. Applicant: MAY- 
BELLE TRANSPORT COMPANY. Post 
Office Box 849. 1820 South Main Street. 
Lexington, NC 27292. Authority sought 
to operate as a common carrier ; by motor 
vehicle, over irregular routes, transport¬ 
ing: Com products, dry. in bulk, having 
a prior movement by rail (1) from At¬ 
lanta. Ga„ to points in Georgia. Alabama, 
and Tennessee: and (2) from Lexington. 
N.C., to points in Tennessee, for 90 days. 
Supporting shippers: Anheuser-Busch. 
Inc.. 8t. Louis. Mo. 63118: CPC Interna¬ 
tional. Inc., International Plaza. Engle¬ 
wood Cliffs, N.J. 07632. Send protests to: 
Frank H. Wait. Jr.. District Supervisor. 
Interstate Commerce Commission. Bu¬ 
reau of Operations, 316 East Mo rehead. 
Suite 417, Charlotte. NC 28202. 

No. MC 115524 (Sub-No. 16 TA), filed 
December 6. 1971. Applicant: BURSCH 
TRUCKING. INC.. 415 Rankin Road NE.. 
Albuquerque. NM 87107. Authority sought 
to operate as a contract carrier , by motor 
vehicle, over irregular routes, transport¬ 
ing: Resin and wax emulsion, in shipper 
owned containers, for account of Wright 
Chemical Corp., from the plantsite of 
Wright Chemical Corp.. Malvern, Ark., 


to southwest Forest Products Plant at 
Flagstaff, Ariz.. for 150 days. Support¬ 
ing shipper: Wright Chemical Corp.. Post 
Office Box 237. Malvern, Ark. 72104 Send 
protests to: William R. Murdoch. Dis¬ 
trict Supervisor, Interstate Commerce 
Commission. Bureau of Operations. 1106 
Federal Office Building. 517 Gold Avenue 
SW.. Albuquerque, NM 87101. 

No. MC 117565 (Sub-No. 54 TA*. filed 
December 6. 1971. Applicant: MOTOR 
SERVICE COMPANY. INC.. Post Office 
Box 448. Route 3, Coshocton. OH 43812. 
Applicant's representative: John R. Hnf- 
ner (same address as above). Authority 
sought to operate as a common carrier. 
by motor vehicle, over Irregular routes, 
transporting: Trailers . designed to be 
drawn by passenger automobiles, in 
initial movement, from the plantsite and 
storage facilities of Magnolia Homes 
Manufacturing, Ohio City. Ohio, to points 
In Indiana, Illinois. Michigan, Kentucky, 
New York. Pennsylvania, and West Vir¬ 
ginia. for 180 days. Supporting shipper: 
Magnolia Homes Manufacturing. Past 
Office Box 278. Ohio City, OH 45874. Send 
protests to: Prank L. Calvary, District 
Supervisor, Interstate Commerce Com¬ 
mission. Bureau of Operations. 255 Fed¬ 
eral Building and UB. Courthouse. 85 
Marconi Boulevard. Columbus, OH 43215. 

No. MC 134050 (Sub-No. 3 TA), filed 
December 6. 1971. Applicant: J. M. 
FOSTER, Route 6. Box 247. Brookhaven, 
MS 39601. Applicant’s representative: 
Donald B. Morrison. Post Office Box 
22628. Jackson. MS 39205. Authority 
sought to operate as a common carrier, 
by motor vehicle, over Irregular routes, 
transporting: Pressure treated wood 
products, from the plantsite of Missis¬ 
sippi Wood Preserving Co.. Brookhaven. 
Miss., to points in Alabama, Arkansas, 
Illinois. Indiana. Kentucky. Louisiana. 
Missouri. Ohio, and Tennessee, for 150 
days. Supporting shipper: Mississippi 
Wood Preserving Co.. Brookhaven, Miss. 
39601. Send protests to: Alan C. Tarrant, 
District Supervisor. Interstate Commerce 
Commission. Bureau of Operations. Room 
212, 145 East Amite Building, Jackson, 
MS 39201. 

No MC 134599 (Sub-No. 34 TA >, filed 
December 6, 1971. Applicant: INTER¬ 
STATE CONTRACT CARRIER COR¬ 
PORATION. Post Office Box 748. Office: 
265 West 27th South 84115, Salt Lake 
City. UT 84110. Applicant's representa¬ 
tive: Richard Peterson, Post Office Box 
80806. Lincoln, NE 68501. Authority 
sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: Candy and confectionery 
and advertising and display materials. 
when moving in the same vehicle at the 
same time with candy and confectionery, 
under a continuing contract with Holly¬ 
wood Brands, from Ashley and Ccn- 
tralia, Ill., to points in Wisconsin, In¬ 
diana, Michigan, and Ohio, for 180 days. 
Supporting shipper: Hollywood Brands, 
Centralia, HI. 62801 (E. Horry EndroU, 
Traffic Manager). Send protests to: John 
T. Vaughan. District Supervisor. In¬ 
terstate Commerce Commission, Bureau 
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of Operations, 5230 Federal Building, 
Salt Lake City, Utah 84111. 

No. MC 134888 (Sub-No. 2 TA>, filed 
December 6. 1971. Applicant: COIN DE¬ 
VICES CORP„ 68 Broad Street. Eliza¬ 
beth, NJ 07201. Applicant's representa¬ 
tive: Robert B. Pepper, 174 Brower Ave¬ 
nue, Edison, NJ 08817. Authority sought 
to operate as a contract carrier, by motor 
vehicle, over irregular routes, transport¬ 
ing: Coins. currency and checks under a 
continuing contract with Rlckd Bros., 
Inc., between Elizabeth. N.J.. and Rickel 
Bros, store at Monscy. N.Y., for 180 days. 
Supporting shipper: Rickel Bros, Inc.. 
1760-64 New Durham Road. South Plain- 
field. NJ 07080. Send protests to: Dis¬ 
trict Supervisor Robert E. Johnston, Bu¬ 
reau of Operations. Interstate Commerce 
Commission, 970 Broad Street, Newark, 
NJ 07102. 

No. MC 136083 (Sub-No. 2 TA>, filed 
December 6. 1971. Applicant: FONT 
TRANSPORT CORP„ 234 Southlawn 
Avenue, Central Isllp, NY 11722. Appli¬ 
cant's representative: Arthur J. Piken. 
Suite 1515,1 Lefrak City Plaza. Flushing. 
NY 11368. Authority sought to operate 
as a common carrier , by motor vehicle, 
over irregular routes, transporting: 
Structural and architectural tubing. 
from the facilities of American Flagpole. 
Division of Kearney-National. Inc., at 
East Setauket, N.Y., and the pier and 
wharves In that part of the New York, 
N.Y., commercial zone as defined In the 
5th Supplemental Report in Commercial 
Zones and Terminal Areas. 53-M.C.C. 
451, within which local operations may 
be conducted pursuant to the partial ex¬ 
emption of section 203(b)(8) of the In¬ 
terstate Commerce Act (The “exempt" 
zone > on the one hand, and. on the 
other, points in Arizona. California. Con¬ 
necticut, Delaware, Florida, Georgia, Il¬ 
linois. Indlann, Iowa, Kansas, Kentucky. 
Louisiana, Maryland, Massachusetts, 
Michigan. Minnesota. Mississippi. Mis¬ 
souri, Nebraska, New Jersey. New Mex¬ 
ico. New York, North Carolina, Ohio, 
Oklahoma. Oregon. Pennsylvania. Rhode 
Island, South Carolina. Tennessee, 
Texas. Vermont. Virginia, Washington, 
West Virginia, Wisconsin, and the Dis¬ 
trict of Columbia, for 180 days. Support¬ 
ing shipper: American Flagpole-Division, 
of Kearney-National Inc.. Post Office 
Box C. East Setauket, Long Island. NY 
11733. Send protests to: Anthony Chiu- 
saho. District Supervisor, Interstate 
Commerce Commission, Bureau of Op¬ 
erations. 26 Federal Plaza. New York, 
NY 10007. 

No. MC 136156 TA (Correction), filed 
November 15, 1971, published Fedejul 
Register December 1,1971, corrected and 
republished in part as corrected this 
issue. Applicant: TODD NORTH 
AMERICAN. INC., 9 Derwood Circle. 
Rockville, MD 20850. Applicant's repre¬ 
sentative: Thomas R. Kingsley, 1819 H 
Street NW. ( Washington, DC 20006. 
Note: The purpose of this partial re- 
publication is to include Arlington 
County. Va., to the territorial descrip¬ 


tion. which was Inadvertently omitted In 
previous publication. The rest of* the 
application remains the same. 

No. MC 136213 TA. filed December 6. 
1971. Applicant: MIDCO DISTRIB¬ 
UTING, INC., 508 South Third Street, 
Goshen, IN 46526. Applicant's repre¬ 
sentative: Alki E. Scopelitls. 815 Mer¬ 
chants Bank Building, Indianapolis. Ind. 
46204. Authority sought to operate as a 
contract carrier, by motor vehicle, over 
irregular routes, transporting: Materials . 
equipment, supplies, parts, appliances, 
and components, used in the production, 
manufacture, assembly, installation and 
distribution of mobile and modular 
homes and recreational vehicles, (1) 
from Elkhart, B reman. Kendallville, 
LaGrangc, and Bristol, Ind.. Evanston, 
Ill., Detroit, Royal Oak. Oxford, and 
Orchard Lake. Mich., Archibald and 
Cleveland. Ohio; Caldwell. Idaho; Van 
Alystone, Tex., and Plains, Ga. to 
Goshen. Ind.; and <2> from Goshen, Ind., 
to Van Alystone, Tex., Thomasvlllc. Ga., 
Canastota, N.Y.: Payette, Idaho; Dryden, 
Mich., and Brcman and Elkhart. Ind.. 
for 180 days. Supporting shipper: 
Champion Home Builders Co.. 5573 East 
North Street, Dryden, Mich. 48428 * Jack 
W Fuller. Director of Safety and Com¬ 
pliance). Send protests to: Acting Dis¬ 
trict Supervisor,John E. Ryden, Bureau 
of Operations.^ Interstate Commerce 
Commission, Room 204, 345 West Wayne 
Street. Fort Wayne, IN 40802. 

By the Commission. 

[seal] Robert L. Oswald, 

Secretary. 

[FR Doc.71-18700 Filed 12-21-71:8:48 am] 


[Notlco 4151 

MOTOR CARRIER TEMPORARY 
AUTHORITY APPLICATIONS 

December 17. 1971. 

The following are notices of filing of 
applications for temporary authority 
under section 210a(a> cf the Interstate 
Commerce Act provided for under the 
new rules of Ex Parte No. MC-67 (49 
CFR Part 1131). published in the Federal 
Register, issue of April 27. 1965, effec¬ 
tive July 1. 1965. These rules provide 
that protests to the granting of an appli¬ 
cation must be filed with the field official 
named in the Federal Register publica¬ 
tion. witiiin 15 calendar days after the 
date of notice of the filing of the appli¬ 
cation is published in the Federal Regis¬ 
ter. One copy of such protests must be 
served on the applicant, or its author¬ 
ized representative, if any. and the pro¬ 
tests must certify that such service has 
been made. The protests must be specific 
as to the service which such protestant 
can and win offer, and must consist of a 
signed original and six copies. 

A copy of the application is on file, and 
can be examined at the Office of the 
Secretary. Interstate Commerce Com¬ 
mission. Washington. D.C- and also in 
field office to which protests are to be 
transmitted. 


Motor Carriers or Property 

No. MC 16672 (Sub-No. 17 TA), filed 
December 9. 1971. Applicant: McGUIRK 
LUMBER AND SUPPLY. INC.. Wyilies- 
burg, Va. 23976. Applicant s representa¬ 
tive: Francis J. Ortman. 1100 17th Street 
NW„ Suite 613, Washington. D.C. 20036. 
Authority sought to operate as a com¬ 
mon carrier. by motor vehicle, over irreg¬ 
ular routes, transporting: Lumber (ex¬ 
cept plywood veneer). from Red Oak. Va., 
and points within 5 miles thereof, to 
points in Delaware. Maryland, Penn yl- 
vania. New York. New Jersey'. Connecti¬ 
cut, Virginia. West Virginia, Ohio. North 
Carolina, and the District of Columbia, 
except to Pittsburgh. Pa., and points m 
Pennsylvania, Ohio, and West Virginia 
within 75 miles of Pittsburgh, Pa, for 
180 days. Supporting shipper: J. C. 
Morgan Ic Sons, Inc., Red Oak, Va. Send 
protests to: Clatin M. Harmon, District 
Supervisor. Interstate Commerce Com¬ 
mission. Bureau of Operations. 215 
Campbell Avenue SW, Roanoke, VA 
24011. 

No. MC 35072 (Sub-No. 8 TA). filed 
December 8. 1971. Applicant: EDWIN L. 
ELLOR & SON, INC., 29 Mountain Boule¬ 
vard. Warren. NJ 07060. Applicant's rep¬ 
resentative: George A. Olsen. 69 Tonnele 
Avenue, Jersey City, NJ 07306. Authority 
sought to operate as a contract carrier. 
by motor vehicle, over Irregular routes, 
transporting: (1) Hydrants, casting*, 
valves, and machinery and (2) equip¬ 
ment. materials. and supplies used or 
useful in the manufacture, sale, and in¬ 
stallation thereof, except commodity in 
bulk, between the plantsite of United 
States Pipe & Foundry Co. Burlington, 
N.J.. on the one hand, and. on the other, 
points in New Jersey. New York, Connec¬ 
ticut. Massachusetts. Manchester. N.H., 
Rhode Island. Pennsylvania. Delaware, 
Maryland, and the District of Columbia, 
under a continuing contract with United 
States Pipe and Foundry Go. of Burling¬ 
ton. NJ., for 180 days. Supporting ship¬ 
per: United States Pipe & Foundry Co . 
Burlington, N.J. 08016. Send protests to: 
District Supervisor Robert 8. H. Vance, 
Bureau of Operations. Interstate Com¬ 
merce Commission, 970 Broad Street, 
Newark. NJ 07102. 

No. MC 108375 ( 8ub-No. 31 TA>. filed 
December 8. 1971. Applicant: LEROY L. 
WADE St SON, INC.. 1615 Izard Street. 
Omaha, NE 68102. Applicant’s repress- 
tative: Donald L. Stem, 7100 West Center 
Road. OmahA. NE 68106. Authority 
sought to operate as a common carrier, 
by motor vehicle, over Irregular routes, 
transporting: Used automobile. In 

truckaway service, from points in Kansas 
to Omaha. Nebr., for 180 days. Support¬ 
ing shipper: Auction Recon. Inc. 7423 
Dodge Street. Omaha, NE (Haney 
Wine). Send protests to: Carroll Russell, 
District Supervisor. Interstate Commerce 
Comntission. 711 Federal Office Building, 
Omaha, Ncbr. 68102. 

No. MC 111170 (Sub-No. 178 TA). filed 
December 7. 1971. Applicant: WHEEL¬ 
ING PIPE LINE. INC.. Post Office Box 
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1718 2811 North West Avenue. El Do¬ 
rado. AR 71730. Authority sought to op¬ 
erate as a common carrier , by motor ve¬ 
hicle. over irregular routes, transporting: 
liquid formaldehyde and urea formalde¬ 
hyde resin, in built, from Malvern, Ark„ 
and points within 8 miles to points in 
Louisiana, Mississippi. Missouri, Okla¬ 
homa, Tennessee, and Texas, for 180 
days Supporting shipper: Wright Chem¬ 
ical Corp., Post Office Box 237, Malvern, 
AR 72104. Send protests to: District Sup¬ 
ervisor William H. Land. Jr„ Interstate* 
Commerce Commission, Bureau of Op¬ 
erations, 2519 Federal Office Building. 700 
West Capitol, little Rock, AR 72201. 

No. MC 112014 (Sub-No. 13 TA>, filed 
December 9. 1971. Applicant: SKAGIT 
VALLEY TRUCKING CO.. INC., Post 
Office Box 400, 1417 McLean Road. Mt. 
Vernon, WA 98273. Applicant’s repre¬ 
sentative: Joseph O. Earp. 411 Lyon 
Building. Seattle. WA 98101. Authority 
sought to operate as a common carrier , 
by motor vehicle, over Irregular routes, 
transporting: Bananas . from Seattle, 
Wash., to ports of entry on the interna¬ 
tional boundary line between the United 
States and Canada located at or near 
Blaine, or Sumas, Wash., for 180 days. 
Supporting shipper: United Fruit Co., a 
division of United Brands Co.. 2666 26th 
Avenue 8W., Seattle. WA 98106 Send 
protests to: E. J. Casey. District Super¬ 
visor, Interstate Commerce Commission. 
Bureau of Operations, 6130 Arcade 
BuHding, Seattle. Wash. 98101. 

No. MC 112801 (Sub-No. 131 TA), filed 
December 8. 1971. Applicant: TRANS¬ 
PORT SERVICE CO.. Post Office Box 
50272. 5100 West 41st Street. Chicago. IL 
60650. Applicant's representative: Albert 
A. Andrin. 29 South La Salle Street. 
Chicago. IL 60803. Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport¬ 
ing: Toilet preparations, in bulk, from 
the plants!te of Lehn k Fink Products 
Co . at Lincoln. Ill., to Selma, Ala., for 
150 days. Supporting Shipper: Ambrose 
A Me©, traffic manager. Lehn k Fink 
Products Co.. Lincoln, m. Send protests 
to: Robert G. Anderson. District Super¬ 
visor. Interstate Commerce Commission, 
Bureau of Operations. Everett McKinley 
Dirltscn Building. 219 South Dearborn 
Street, Room 1086, Chioago, IL 60604. 

No. MC 118056 (Sub-No. 4 TA). filed 
December 9, 1971. Applicant: ANGELO 
DEL SORDO, doing business as. DEL*S 
TRANSPORTATION COMPANY. 7 
Summer 8treet, Fairhaven. MA 02719. 
Applicant's representative: Angelo Del 
Sordo <same address as above). Author¬ 
ity sought to operate as a common car¬ 
rier. by motor vehicle, over Irregular 
routes, transporting: Bananas . from 
Albany, N.Y.. and Baltimore. Md. to 
Providence. RX, for 150 days. Support¬ 
ing shipper: Yellogold Banana Co., 6-8 
Harris Avenue, Produce Building, Provi¬ 
dence, RI 02903. Send protests to: Ger¬ 
ald H. Curry, District Supervisor, Inter¬ 
state Commerce Commission, Bureau of 
Operations, 187 Westminster Street, 
Providence, RI 02903. 


No. MC 123115 (Sub-No. 5 TA). filed 
December 9. 1971. Applicant: BEN 

PACKER, doing business as. PACKER 
TRANSPORTATION CO.. 465 South 
Rock Boulevard. Sparks, NV 89431. Ap¬ 
plicant's representative: Royal A. 
Stewart, 160 North Arlington, Reno, NV 
89505. Authority sought to operate as a 
common carrier , by motor veliicle. over 
Irregular routes, transporting: Lumber 
and boards or sheets flat, hardboard and 
particle board, consisting of sawdust or 
ground wood with added resin binder, not 
to exceed 10 percent by weight (com¬ 
pressed) and plywood, from Klamath 
Falls and Bly, Oreg., to points in Cali¬ 
fornia, for 180 days. Supporting shipper: 
Weyerhauser Co.. Tacoma. Wash. 98401. 
Send protests to: District Supervisor 
Wm. E. Murphy. Interstate Commerce 
Commission. Bureau of Operations, 450 
Golden Gate Avenue. San Francisco. 
CA 94102. 

No. MC 124111 (Sub-No. 34 TA). filed 
December 9, 1971. OHIO EASTERN 
December 9. 1971. Applicant: OHIO 
EASTERN EXPRESS. INC., Post Office 
Box 2297, 302 West Perkins Avenue, San¬ 
dusky. OH 44870. Applicant’s representa¬ 
tive: Harvey A. Rosenzwetg, 100 East 
Broad Street. Columbus, OH 43215. Au¬ 
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Bananas and ag¬ 
ricultural commodities exempt from eco¬ 
nomic regulation under section 203(b) (6) 
of the Act when transported in mixed 
loads with bananas, from Albany, N.Y., 
and its commercial tone, to points in 
New York, Pennsylvania. Ohio, Michi¬ 
gan. Indiana. IlUnoLs, West Virginia, and 
Louisville, Ky., and its commercial zone, 
for 180 days. Supporting shipper: Clii- 
quita Brands. Inc.. 1250 Broadway. New 
York. NY 10001. Send protests to: Keith 
D. Warner. District Sui>ervisor. Bureau 
of Operations, Interstate Commerce 
Commission. 5234 Federal Office Build¬ 
ing. 235 8ummit Street, Toledo. OH 
43604. 

No. MC 126461 (Sub-No. 3 TA). filed 
December 9. 1971. Applicant: PACIFIC 
FREIGHTWAYS. LTD.. 20387-86th Ave¬ 
nue Rural Route 4, Langley, RC. Canada. 
Applicant's representative: Joseph O. 
Earp. 411 Lyon Building. Seattle, Wash. 
98104. Authority sought to operate as 
a common carrier, by motor vehicle, over 
Irregular routes, transporting: General 
commodities . between the International 
boundary line between the United States 
and Canada, on the one hand, and, on 
the other, points in Oregon and Wash¬ 
ington. restricted to service to carriers 
holding certificates or permits from the 
Interstate Commerce Commission and 
to freight loaded into or on such car¬ 
riers' trailers and moving on that car¬ 
rier's bill of lading, for 180 days. Sup¬ 
porting shippers: Commercial Truck Co. 
Ltd., 230 Brunette Street, New Westmin¬ 
ster. RC; Coodnmn Motor Transport Co.. 
Ltd.. 5650 Kingston Road. Vancouver 8. 
RC; Mexi-Cana Reefer Service# Ltd.. 
880 Malkin Avenue, Vancouver 3. BC: Hi- 
Way Transport Ltd., 653 Alderson Ave¬ 
nue, Coquitlam, BC. Send protest# to: 


E. J. Casey. District Supervisor. Inter¬ 
state Commerce Commission, Bureau of 
Operations. 6130 Arcade Building, 
Seattle, Wash. 98101. 

No. MC 127274 (Sub-No. 36 TA>. filed 
December 9. 1971. Applicant: SHER¬ 
WOOD TRUCKING. INC., 1517 Hoyt 
Avenue. Post Office Box 2189, Muncle, 
IN 47302. Applicant’s representative: 
Donald W. Smith, 900 Circle Tower 
Building, Indianapolis, Ind. 46204. Au¬ 
thority sought to operate as a common 
carrier , by motor vehicle, over irregular 
routes, transporting: Hardwood veneer . 
domestic . and hardwood plywood, from 
Suffolk. Va.. to Atlanta. Augusta, and 
Savannah. Ga.; Chicago. Ill.: Fort 
Wayne and Indianapolis. Ind.; Louisville. 
Ky.: Baltimore, Md.; Detroit and Grand 
Rapids. Mich.; Asheville, Charlotte, 
Greensboro, and Raleigh. N.C.: Cincin¬ 
nati, Cleveland. Columbus, and Toledo, 
Ohio; Philadelphia and Pittsburgh, Pa.; 
Charleston and Columbia. S.C.; Chatta¬ 
nooga. Knoxville, Memphis, and Nash¬ 
ville, Tcnn.; and Madison and Milwau¬ 
kee. Wis.. for 180 days. Supporting ship¬ 
per: Day Companies, Post Office Box 
17409. White Station Tower. Memphis. 
TN 38117. Send protests to: Acting Dis¬ 
trict Supervisor John E. Rydcn, Inter¬ 
state Commerce Commission. Bureau of 
Operations, Room 204, 345 West Wayne 
Street, Fort Wayne. IN 46802. 

No. MC 127844 (Sub-No. 18 TA). filed 
December 9. 1971. Applicant: L. B. 
BARNHILL k L 8. JOHNSON. J*„ a 
partnership, doing business a# B k J 
TRANSPORTATION. Post Office Box 
334. Sumter. SC 29150. Applicant's rep¬ 
resentative: I. S. Johnson. Jr. (same ad¬ 
dress as above). Authority sought to 
operate a# a common carrier . by motor 
vehicle, over irregular routes, transport¬ 
ing: New furniture, from Nichols. 8.C„ 
to points in New Jersey. New York, and 
Pennsylvania, for 180 days. Supporting 
shipper: Unagusta Manufacturing Corp., 
Hazelwood, N.C. 28738. Send protests to: 
E. E. Strotheid, District Supervisor. In¬ 
terstate Commerce Commission, Bureau 
of Operations. 300 Columbia Building. 
1200 Main Street, Columbia, SC 29201. 

No. MC 129352 (Sub-No. 0 TA). filed 
December 9. 1971. Applicant: CREAGER 
TRUCKING CXX INC.. 2201 Sixth Ave¬ 
nue South, Seattle. WA 98134 Appli¬ 
cant’s representative: Joseph O. Earp. 
411 Lyon Building. Seattle, Wash. 98104. 
Authority sought to operate as a contract 
carrier, by motor vehicle, over irregular 
routes, transporting: Lumber, from Wa- 
pato. Wash., to points In Califonla, for 
180 days. Supporting shipper: North¬ 
west Hardwoods. Inc., American Bank 
Building. Portland, Oreg. 97205. Send 
protest# to: E. J. Casey. District Super¬ 
visor, Interstate Commerce Commission. 
Bureau of Operations. 6130 Arcade Build¬ 
ing Seattle, Wash. 98101. 

No. MC 133724 (Sub-No. 2 TA), filed 
December 8, 1971. Applicant: JEAN D. 
MARKS, doing business a# JEAN 
MARKS. Post Office Box 76. Goshen. OR 
97401. Applicant's representative: Jean 
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D. Marks (same address as above). Au¬ 
thority sought to operate as a common 
carrier . by motor vehicle, over Irregular 
routes, transporting: Shakes and thin - 
pies, from points in Tillamook County. 
Oreg., to points In California, for 180 
days. Supporting shipper: Hodgdon 
Shake * Shingle, 385 Hodgdon Road, Til¬ 
lamook, OR 97141. Send protests to: 
A. E. Odoms. District Supervisor. Inter¬ 
state Commerce Commission. Bureau of 
Operations. 450 Multnomah Building. 
Portland. OR 97204. 

No. MC 134073 (Sub-No. 13 TA>. filed 
December 9. 1971. Applicant: GENOVA 
TRANSPORT. INC., 484 Clayton Road. 
WilUamstown. NJ 08094. Applicant’s rep¬ 
resentative: Ocorge A. Olsen, 69 Tonnele 
Avenue. Jersey City. NJ 07308. Author¬ 
ity sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: Frozen foods, from Phila¬ 
delphia. Pa., to points In New Jersey. New 
York. Connecticut, Massachusetts, and 
Rhode Island, under contract with Mrs. 
Paul’s Kitchens, Inc., for 150 days. Sup¬ 
porting shipper: Mrs. Paul's Kitchens. 
Inc., 5830 Henry Avenue. Philadelphia. 
PA 19128. Send protests to: Richard M. 
Regan. District Supervisor, Interstate 
Commerce Commission. Bureau of Op¬ 
erations, 428 East State Street, Room 
204, Trenton, NJ 08608. 

No. MC 135608 (Sub-No. 1 TA), filed 
December 9. 1971 Applicant: INMAN 
TRANSPORT. INC.. Post Office Box 666. 
Inman. SC 29349. Applicant’s representa¬ 
tive: Edward G. Villalon, 1023 Pennsyl¬ 
vania Biiilding, Pennsylvania Avenue and 
13th Street NW., Washington, DC 20004. 
Authority sought to operate as a contract 
carrier, by motor vehicle, over irregular 
routes, transporting: (I) Canned goods, 
foodstuffs and beverage drinks, in cans 
and glass bottles, from Augusta. Oa., and 
Inman. S.C., to points in Alabama, Flor¬ 
ida, Georgia. Indiana, Kentucky. Mary¬ 
land. Mississippi. North Carolina, Ohio. 
South Carolina, Tennessee. Virginia, and 
West Virginia: (2) canned goods and 
foodstuffs, from the plantsites and ware¬ 
houses of RJR Foods, Inc., located at 
Baltimore, Md.: Cambridge, Md.; and 
Harvey, La.; and from RJR Foods. Inc.’s 
Copacker’s plant located at Humboldt, 
Tenn., to Inman, S.C.; (3) empty 

cans and can lids (Including return of 
empty pallets). from Aubumdale, Tampa. 
Miami, Winter Garden. Bartow, and 
Orlando, Fla.; Atlanta, Ga.: Indianapo¬ 
lis, Ind,; Baltimore, Md.; Greensboro. 
N.C.; Cincinnati, Ohio; Spartanburg. 
S.C.; Philadelphia, Pa.; and North Ber¬ 
gen, N.J.: to Augusta. Ga., and Inman, 
S.C.; (4) labels and fruit juice concen¬ 
trate, from the plantsite of RJR Foods, 
Inc., located at Baltimore, Md . to Inman, 
S.C.; (5) empty beverage glass bottles, 
in fiberboard containers (including re¬ 
turn of empty pallets). from Montgom¬ 
ery, Ala.: Jacksonville, Lakeland, and 
Tampa. Fla.: Atlanta, Ga.; Asheville. 
Charlotte, Greensboro, and Henderson, 
N.C.; Columbia, Greenville. Laurens, and 
Spartanburg, S.C.; Chattanooga, Tenn.: 
and Fairmont and Huntington. W. Va„ 
to Augusta, Ga., and Inman, S.C.; (6) 


caps, covers. or tops, tor glass bottles, In 
fiberboard containers, from Glassboro, 
N.J.; Columbia and Spartanburg. S.C.; 
Baltimore. Md.; and Atlanta, Oa.; to Au¬ 
gusta. Ga., and Inman, S.C.; and (7) 
fiberboard boxes, from Atlanta, Ga.; 
Charlotte, N.C.; Laurens and Newberry. 
S.C.; to Augusta. Ga.; and Inman. S.C.; 
for 180 days. Supporting shippers: Lon¬ 
don Dry, Ltd.. Augusta. Oa.; RJR Foods, 
Inc.. New York. N.Y. Send protests to: 
E. E. Strotheid, District Supervisor, In¬ 
terstate Commerce Commission, Bureau 
of Operations, 300 Columbia Building, 
1200 Main Street. Columbia, SC. 

No. MC 135759 (Sub-No. 2 TA), filed 
December 8. 1971. Applicant: K Si C 
TRANSPORTATION. INC.. Ninth Floor, 
Loyalty Building, Portland. OR 97204. 
Applicant's representative: Carol A. 
Hewitt (same address as above t. Author¬ 
ity sought to operate a s a contract car¬ 
rier, by motor vehicle, over irregular 
routes, transporting: <1) Books, periodi¬ 
cals, and library carts, between Black¬ 
wood. N.J., on the one hand. and. on the 
other, points in Kings. Nassau. New York. 
Bronx. Queens. Richmond, Rockland, 
and Suffolk Counties. N.Y.; Luzerne. 
Delaware. Philadelphia, and Lehigh 
Counties, Pa.; Suffolk, and Middlesex 
Counties, Mass.; Burlington, Mercer. 
Middlesex. Somerset. Hudson. Essex, 
Passaic, Bergen, and Morris Counties. 
N.J.. Baltimore. Carroll. Anne Arundel 
and Clarke Counties, Md.. New Haven 
County. Conn., and in the State of Dela¬ 
ware: (2) books, periodicals, and library 
carts, between Beaverton. Oreg.. Denver. 
Colo., Zion. m.. Marion. Ohio, and Black¬ 
wood, N.J., for 180 days. Supporting ship¬ 
per: Richard Abel Si Co.. Inc., Post Office 
Box 4245. Portland. OR 97208. Send pro¬ 
tests to: District Supervisor W. J. 
Heutig, Interstate Commerce Commis¬ 
sion, Bureau of Operations. 450 Multno¬ 
mah Building. 319 Southwest Pine 
Street, Portland, OR 97204, 

No. MC 136137 (Sub-No. 1 TA), filed 
December 9. 1971. Applicant: JAMES D. 
JOHNSON, doing business as JOHNSON 
MOVING St STORAGE. No. 2 Maysville 
Avenue, Mount Sterling. KY 40353. Ap¬ 
plicant's representative: Robert H. Kin- 
ker. 711 McClure Building. Frankfort, KY 
40601. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Used 
household goods, between points in Bath. 
Bracken. Breathitt. Clay. Fleming. Floyd. 
Grant. Jackson, Johnson. Knott. Laurel, 
Lee. Leslie, Lincoln, Magoffin. Mason. 
Menifee, Morgan. Nicholas, Owen. Ows¬ 
ley, Pendleton. Perry. Pulaski. Robert¬ 
son, Rockcastle. Rowan, and Wolfe Coun¬ 
ties. Ky. Restriction: Said operations are 
restricted to the transportation of traffic 
having a prior or subsequent movement, 
in containers, beyond the points author¬ 
ized. Said operations are restricted to the 
performance of pickup and delivery serv¬ 
ice in connection with packing, crating, 
and containerization, or unpacking, un¬ 
crating. and decontainerization of such 
traffic, for 180 days. Supporting shipper: 
Curtis L. Wagner. Jr., Chief. Regulatory 
Law Office, Department of the Army. 
Office of the Judge Advocate General, 


Washington. DC. 20310. Send prote-L, 
to: R. W. Schneiter. District Superv: or 
Interstate Commerce Commission Bu¬ 
reau of Operations. 222 Bakhaus Build¬ 
ing, 1500 West Main Street. Lexington, 
KY 40505. 

By the Commission. 

(seal 1 Robert L. Oswald. 

Secretary. 

|FR Doc.71-18701 Filed 12-31-71:8:49 *m| 


FOURTH SECTION APPLICATIONS FOR 
RELIEF 

December 17. 1971 

Protests to the granting of an appli¬ 
cation must be prepared in accordance 
with Rule 1100.40 of the general rules 
of practice (49 CFR 1100.40) and filed 
within 15 days from the date of publica¬ 
tion of this notice in the Federal 
Register. 

Lonc-and-Short Haiti 

FSA No. 42320— Analine oil to East St. 
Louis, 111. Filed by M. B. Hart, Jr.. ai:cnt 
(No. A6289), for interested rail carriers. 
Rate on analine oil in tank carloads from 
Geismar. La. to East St. Louis. Ill. 

Grounds for relief—Market competi¬ 
tion. 

Tariff—Supplement 160 to Southern 
Freight Association, agent, tariff ICC 
S-800. Rate is published to become effec¬ 
tive January 20, 1972. 

FSA No. 42321— Gypsum wallboard to 
points in Wyoming. Filed by Southwest¬ 
ern Freight Bureau, agent (No. B-275>, 
for Interested rail carriers. Rates on gyp¬ 
sum wallboard. in carloads, from West 
Memphis. Ark., to points in Wyomim: as 
named In the application. 

Grounds for relief—Market competi¬ 
tion. 

Tariff—Supplement 3 to Southwestern 
Freight Bureau, agent, tariff ICC 4984 
Rates are published to become effective 
January 17,1972. 

FSA No. 42322— Asphalt to point s in 
western trunkline and southwestern ter¬ 
ritories. Filed by Southwestern Freight 
Bureau, agent (No. B-271). for interested 
rail carriers. Rates on asphalt, in tank 
carloads, as described in the application, 
from Sheerin, Tex. to points in Arkansas, 
Kansas, Louisiana. Missouri. Oklahoma, 
and New Mexico. 

Grounds for relief—Market competi¬ 
tion and rate relationship. 

Tariff—Supplement 95 to Southwest¬ 
ern Freight Bureau, agent, tariff ICC 
4714. Rates are published to become ef¬ 
fective January 18.1972. 

By the Commission. 

f seal! Robert L. Oswald, 

Secretary. 

|PR Doc.71-18702 Piled 12-31-71:8 40 «u«) 


NOTICE OF FILING OF MOTOR 
CARRIER INTRASTATE APPLICATIONS 

December 17. 1971. 

The following applications for motor 
common carrier authority to operate m 
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Intrastate commerce seek concurrent mo¬ 
tor carrier authorization in interstate or 
foreign commerce within the limits of the 
intrastate authority sought, pursuant to 
section 206(a) (6) of the Interstate Com¬ 
merce Act. as amended October 15, 1962. 
These applications are governed by Spe¬ 
cial Rule 1.245 of tile Commission's rules 
of practice, published in the Federal 
Register, issue of April 11, 1963. page 
5533. which provides, among other things, 
that protests and requests for Informa¬ 
tion concerning the time and place of 
State Commission hearings or other pro¬ 
ceedings. any subsequent changes there¬ 
in, any other related matters shall be 
directed to the State Commission with 
which the application is filed and shall 
not be addressed to or filed with the 
Interstate Commerce Commission. 

State Docket No. A 53048 filed Decem¬ 
ber 8. 1971. Applicant: 8AMJO, INC., 
doing business as SM3SER FREIGHT 
SERVICE, 8610 Atlantic Boulevard. 
South Gate. CA 90280. Applicant's repre¬ 
sentative: Donald Murchison, 9454 Wll- 
shire Boulevard. Suite 400. Beverly Hills, 
CA 90212. Certificate of public conven¬ 
ience and necessity sought to operate a 
freight service as follows: Transporta¬ 
tion of general commodities , with the 
usual exceptions: <B) Between: (1) all 
points and places presently authorized to 
be served via the following highways for 
operating convenience only, and iwithout 
service to points and places located on 
said highways: (a) US. Highway 101 
between the northerly boundary of the 
Loe Angeles Basin Territory, and Salinas. 
Calif.; (b) Interstate 5 between the Junc¬ 
tion with State Highway 99 north of 
Wheeler Ridge. Interstate 580 and the 
Junction with the Son Francisco Terri¬ 
tory; (c) State Highway 152 between the 
Junction with State Highway 99 and the 
junction with XJB. Highway 101; and 
<d) State Highway 46 between junction 
with State Highway 99 and its Junction 
with U B. Highway 101. <C) Between; (1) 
All points north of Fresno, on the one 
hand, and Sacramento, inclusive, on the 
other hand, via State Highway 99. with 
service to all points and places located on 
and within 10 miles laterally of the said 
highways. (2) All points and places on 
US Highway 101 between Salinas and 
the San Francisco Territory. Inclusive. 
<3> All points and places on State High¬ 
ways 1 and 17, between Monterey and 
the San Francisco Territory, inclusive. 

<D> Between; (1) All points on State 
Highway 99 between Madera and Marys¬ 
ville, Inclusive, on the one hand, and, the 
•aid San Francisco Territory, on the 


other hand, via: Interstate Highways 5, 
80. 205, 505, 580, and 680; U.S. Highway 
50; and State Highways 4. 12, 20, 65. 99. 
120. and 160, with service to all points 
and places located on and within 10 miles 
laterally of the said highways. (B) Be¬ 
tween: (1) All points and places within 
the San Francisco Territory. (F) Extend: 
(1) Lateral service to all points and 
places located on all service routes 10 
miles. Applicant proposes to establish 
through routes and rates between any 
and all points described in subparagraphs 
C through E inclusive, and between any 
and all points presently authorized to be 
served. Applicant proposes to use all 
available public highways between points 
proposed to be served as hereinabove 
mentioned, and within the cities and 
towns hereinabove proposed to be served 
and applicant proposes to use such streets 
and highways as may be necessary to 
serve consignors and consignees located 
within said cities and towns. Both Intra¬ 
state and Interstate authority sought. 

HEARING: Date, time, and place not 
shown. Requests for procedural Informa¬ 
tion Including the time for filing protests 
concerning this application should be 
addressed to the Public Utilities Commis¬ 
sion of the State of California, State 
Building. Civic Center, 455 Golden Gate 
Avenue. San Francisco. CA 94102. and 
should not be directed to the Interstate 
Commerce Commission. 

State Docket No. A 52729 filed June 30. 
1971. Applicant: FRESNO BASS LAKE 
FREIGHT LINES. INC., 53 L Street. 
Fresno, CA 93721. Applicant's repre¬ 
sentative: Marshall A. Smith. Jr.. 925 
North Fulton Street. Fresno, CA 93728. 
Certificate of public convenience and 
necessity sought to operate a freight 
service as follows; Transportation of 
General commodities ; (1) between 

Fresno and Wawona via State Highway 
No. 41; and also via Friant. Oncals. 
North Fork, and Bass Lake; and all In¬ 
termediate points; (2) between Bass 
Lake and Wishon Powerhouse on the 
San Joaquin River, and all intermediate 
points (subject to Note 1); (3) service is 
authorized by diversion to and from 
South Fork and Indian Mission: (4) be¬ 
tween Bass Lake and Colver Meadows 
and intermediate points (subject to 
Note 1>; (5) bctw'cen Auberry Road and 
Friant and Intermediate points (subject 
to Note 1); (6) the main roads con¬ 
necting the aforementioned routes and 
points located thereon; (7) between 
North Fork and Bcasore Meadow, via 
South Fork, Hogue Ranch. Soda Springs. 
Logan Meadow (subject to Note 1); (8) 


between Long Meadow and Fullers 
Meadow, via Arnold Meadow, Forked 
Meadow*. Logan Meadow, and Mammouth 
Pool (subject to Note 1); (9) between 
Soda Springs and Forked Meadow, via 
Placer Guard Station: (10) between Big 
Creek Power House No. 4 and Italian 
Bar via Dam No. 7 (subject to Note 1 ): 
(11) all Intermediate and off-route 
points of Castle Peak and Lake Redinger 
• subject to Note 1>; (12) traversing ail 
unnumbered country roads between the 
above-named points (subject to Note 1): 

Applicant proposes to add the follow¬ 
ing to their scope of operation: <13) Be¬ 
tween Fresno and the area of General 
Grant Grove Section, prior to its annex¬ 
ation to Kings Canyon National Park In 
1940. serving as intermediate points, 
Centerville, Minkler, Sears Corner. 
Squaw Valley. Dunlap. Mlramonte, 
Pinehurst. and Sequia Lake over and 
along the following routes (subject to 
Note 2): Fresno (via Ventura Avenue) 
over State Highway No. 180 to Center¬ 
ville: east on State Highway No. 180 to 
Minkler: east on State Highway Route 
No. 180 (formerly Squaw Valley Road> 
to Sears Corner; east on State Highway 
No. 180 to Squaw Volley; Squaw Valley 
to Dunlap over Dunlap Highway, Dun¬ 
lap to Miramonte over Dunlap Highway 
and Sand Creek Road; Pinehurst to the 
area of General Grat Grove Section, 
prior to its annexation to Kings Canyon 
National Park in 1940, via Sequia Lake 
and return over Sand Creek Rood; (14) 
Wilsonia and Hume Lake and Interme¬ 
diate points on a triweekly basis; (15) 
Hume Lake and Cedar Grove and Inter¬ 
mediate points (subject to Note l and 3). 
Note 1—Transportation shall be on an 
on call basis. Note 2—Daily except Sun¬ 
day. Note 3 — Service between Hume 
Lake and Cedar Grove and intermediate 
points will be subject to minimum ship¬ 
ments of 8,000 pounds as to shipments 
originating or destined to points east of 
Barton. Both intrastate and interstate 
authority sought. 

HEARING. Date, time, and place not 
shown. Requests for procedural infor¬ 
mation including the time for filing pro¬ 
tests concerning this application should 
be addressed to the Public Utilities Com¬ 
mission of the State of California. State 
Building, Civic Center, 455 Golden Gate 
Avenue. San Francisco. CA 94102, and 
should not be directed to the Interstate 
Commerce Commission. 

By the Commission. 

t seal J Robert L. Oswald. 

Secretary. 

[FR Doc.71-10696 Plied 12-21-71,0:48 am) 
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RULES ANO REGULATIONS 


Title 24—HOUSING AND 
URBAN DEVELOPMENT 

REORGANIZATION OF TITLE 

Title 24 of the Code of Federal Regu¬ 
lation* (formerly Housing and Housing 
Credit) is rearranged, under the title of 
''Housing and Urban Development”, to 
reflect the current headquarters and field 
organization of the Department and to 
provide a chapter for the regulations of 
each program Assistant Secretary. In 
addition, the pertinent regulations in 
Title 44. Chapter VTI are transferred to 
Title 24. and Chapter VII Is vacated. 

Only necessary editorial changes, such 
as correcting references to headquarters 
and field organization or deleting obso¬ 
lete material, are made at this time. 
Substantive changes are not intended. 
However, the bylaws of the Government 
National Mortgage Corporation are being 
codified as a new Part 310. Many parts in 
which no changes arc made are set forth 
In full In order to have a complete body 
of regulations available to the public. All 
amendments to these regulations arc in¬ 
cluded in this repubUcation through 
November 27. 1971. 

The reorganization and rcdes lg na tion 
of Department regulations in 24 CFR are 
effective December 22. 1971. Title 24. to¬ 
gether with a table of redesignated parts, 
is set forth below in its entirety. 

/s/ George Romney, 
Secretary of Housing 
and Urban Development. 

RxDESIGNATION TABLE 


Former RcdeMignated 

pari So. part So. 

a_ 500 

4. 540 

e 

8 . 130 

31 . 710 

51 . 270 

52 _ 271 

7iio» 

231ft- 277 

Ch. Ill Appendix- 275 Appendix 

603 . 209 

608 . 210 

611 .-. 211 

702 . 238 

803 _ 224 

803ft -- 225 

809 ........ 226 

908 .1..—. 228 

908 . 229 

1000 ... 206 

1100 . 244 

1500 ____Dele tod 

1520 -. 275 

1540 - 279 

1600 _ 300 

1625 . 320 

1630 _ 330 

1635 - 340 

1640 _ — 350 

1650 - .... 360 

1655 _ 370 

1660 . 380 

1665 __-__ 390 

44 CTO 701.—..Deleted 

44 CTO 702.— 490 

44 CTO 705_Deleted 


44 CTO 707_ M5 

44 CTO 707ft- WO 

44 CTO 708. 091 

44 CFR 710.-..Deleted 

Part 

Subtitle A—Office of the Secre¬ 
tary, Department of Housing 

and Urban Development- 0 

Subtitle B—Regulations Relating 
to Housing and Urban Develop¬ 
ment: 

Chapter I—Office of Assistant 
Secretary for Equal Opportun¬ 
ity _ 100 

Chapter n—Office of Assistant 
Secretary for Housing Produc¬ 
tion and Mortgage Credit- 
Federal Housing Commissioner 
[Federal Housing Administra¬ 
tion] . 200 

Chapter HI—Government Na¬ 


tional Mortgage Association- 300 

Chapter IV—Office of Assistant 
Secretary for Housing Manage¬ 
ment - 490 

Chapter V—Office of Assistant 
Secretary for Community De¬ 
velopment _ 500 


Chapter VI—Office of Assistant 
Secretary for Community Plan¬ 
ning and Management I Re¬ 
served! 

Chapter VII—Community De¬ 


velopment Corporation- 710 

Chapter Vm—Office of Assistant 
Secretary for Research and 
Technology (Reserved) 

Chapter DC—Office of Interstate 

Land Sales Registration...- 1700 

Chapter X—Federal Insurance 
Administration- 1905 


Subtitle A—Office of the Secretary, 
Department of Housing and Urban 
Development 

Part 

0 Standards of conduct. 

1 Nondiscrimination in federally 

assisted programs of the De¬ 
partment of Housing and Urban 
Development—effectuation of 
title VI of the Civil Rights Act 
of 1964. 

2 Practice and procedure for hear¬ 

ings under Part 1 of this sub¬ 
title. 

7 Equal Employment Opportunity: 

policy and procedures. 

10 Publications in Federal Register. 

11 Seal. 

15 Production or disclosure of mate¬ 

rial or information. 

17 Administrative claims. 

24 Debarment, suspension, and in¬ 

eligibility of contractors and 
grantees. 

40 Standards for design, construc¬ 

tion. and alteration of publicly 
owned residential structures. 

41 Relocation payments. 

42 Relocation payments and assist¬ 

ance and real property acquisi¬ 
tion under the Uniform Reloca¬ 
tion Assistance and Real Prop¬ 
erty Acquisition Policies Act of 
1970. 


81 Regulations governing operations 
of the Federal National Mort¬ 
gage Association. 

PART 0—STANDARDS OF CONDUCT 

Subport A—General Provltioiu 

Sec. 

0.735-101 Purpose. 

0 735-102 Definitions. 

0.735-103 Notification to employees and a pe¬ 
dal Government employee* 

0.735-104 Interpretation and advisory serv¬ 
ice. 

0.735-105 Reviewing statements and report¬ 
ing conflicts of Interest. 

0.735-106 Disciplinary and other remedial 
action. 


Subpart B—Conduct and Retponiibllities ol 
Employ tot 

0.735-201 Basic principle. 

0.735-202 Proscribed actions. 

0 735-203 GlfU. entertainment, and favors. 

0.735-204 Outside employment and other 
activity. 

0.735-205 Financial Interests. 

0.735-206 Use of Government property. 

0.735-207 Misuse of information. 

0.735-208 Indebtedness. 

0.736-209 Gambling, betting, and lotteries. 

0.735-210 General conduct; and conduct 
prejudicial to the Government. 

0.735*211 Intermediaries and product 
recommendations. 

0.735-212 Membership in organizations. 

0.735-213 Prohibited activities by forme? 
employees. 

0.735-214 Miscellaneous statutory pro¬ 
visions. 


Subport C—Conduct and Rotpon*iblllll*i of 
Special Government Employee* 
0.735-301 Use of Government employment. 
0.735-302 Use of inside Information. 
0.735-303 Coercion. 

0.735-304 GlfU. entertainment, and favors. 
0.735-305 Applicability of other provisions. 


Subpart D—Statement! of Employment and 
Financial Interests 


0.735-401 Employees required to submit 
statements. 

0.735 402 Employee’s complaint on filing 
requirement. 

0.735-403 Employees not required to submit 
statements. 

0.735-404 Time and place for submission of 
employees' statements 

0.735-405 Supplementary statements. 

0.735-406 Interests of employee's relatives 

0.735-407 Information not known by em¬ 


ployees. 

0.735-406 Information prohibited. 

0.735-409 Confidentiality of employees' 
statements, 

0.735-410 Effect of employee's statements on 
other requirements. 

0.735-411 8p«clflc provisions for special 
Government employees 

Appendix—List of Positions Subject to Sub- 

part D. 


AuTMOimr: The provisions of this Part 0 
issued under 18 U.S.O. 201 through 209: EO. 
11222 of May 8. 1965, 30 F.R. 6460. 3 CPU 
1965 8upp.; 5 CTO 735.104. 


Subpart A—General Provisions 


§ 0.735-101 Purpose. 

The maintenance of unusually high 
standards of honesty, Integrity, impar¬ 
tiality. and conduct by Government 
employees and special Government em¬ 
ployees Is essential to assure the proper 
performance of the Government business 
and the maintenance of confidence b/ 
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citizens In their Government. The avoid¬ 
ance of misconduct and conflicts of In¬ 
terest on the part of Government 
employees and special Government em¬ 
ployees through Informed Judgment Is 
indispensable to the maintenance of 
these standards. To accord with these 
concepts, this part sets forth the 
Department's regulations prescribing 
standards of conduct and responsibilities, 
and governing statements of employment 
and financial interests for employees and 
special Government employees. 

g 0.73S-102 Definition#. 

(a) "Department*' means the Depart¬ 
ment of Housing and Urban Develop¬ 
ment 

(b) ••Employee*' means an officer or 
employee of the Department, but does 
not Include a special Government em¬ 
ployee. 

(c) "Special Government employee" 
means an officer or employee of the De¬ 
partment appointed to serve with or 
without compensation, for not more than 
130 days during any period of 365 con¬ 
secutive days, on a full-time, part-time, 
or Intermittent basis, and who is re¬ 
tained, designated, appointed, or em¬ 
ployed as a special Government employee 
under the provisions of section 202 of 
title 18 of the United States Code. 

<d) "Person" means an Individual, a 
corporation, a company, an association, 
a firm* a partnership, a society, a Joint 
stock company, or any other organiza¬ 
tion or institution. 

(e) "Outside employment" means all 
gainful employment other than the per¬ 
formance of official duties. It Includes, 
but Is not limited to. working for an¬ 
other employer, the management or op¬ 
eration of a private business for profit 
(Including personally owned businesses, 
partnerships, corporations, and other 
business entities), and other self-em¬ 
ployment. 

$ 0.735—103 Notification to employee# 
and special Government employees. 

The provisions of this part and all 
revisions thereof shall be brought to the 
sttention of and made available to: 

(a) Each employee and special Gov¬ 
ernment employee at the time of is¬ 
suance and at least annually thereafter; 

<b) Each new employee and special 
Government employee at the time of 
entrance on duty. 

8 0.735-104 Interpretation and advisory 
service. 

(a> Department counselor. The Gen¬ 
eral Counsel of the Department Is des¬ 
ignated Counselor for the Department 
*nd shall serve as the Department's des¬ 
ignee to the Civil Service Commission on 
matters covered by this part. He shall 
o* responsible for coordinating the De¬ 
partment's counseling services and for 
assuring that counseling and interpreta¬ 
tions on questions of conflicts of interest 
*nd other matters covered by this part 
ar * available to designated deputy coun- 
w°rs. He may form ad hoc committees 
to evaluate the effectiveness of the stand¬ 
ards, or to consider any new or unusual 
Question arising from their application. 


RULES AND REGULATIONS 

<b) Deputy counselors. Such deputy 
counselors as may be required shall be 
designated by the Secretary or his des¬ 
ignee from among the staff of the Office 
of the General Counsel to give authori¬ 
tative advice and guidance to current 
and prospective employees and special 
Government employees who seek advice 
and guidance on questions of conflicts 
of interest and on other matters cov¬ 
ered by this part. 

S 0.735—105 Reviewing »tatemctiU anil 
reporting conflict* of interest#. 

(a) Subpart D of this part and the 
appendix to this part identify the cate¬ 
gories of positions and, as necessary, the 
specific positions in w hich the incumbent 
Is required to submit a statement of em¬ 
ployment and financial Interests to an 
appropriate Department official for re¬ 
view. 

(b) When a statement submitted un¬ 
der Subpart D of this part and the 
appendix to this part or information 
from other sources indicates a conflict 
between the Interests of an employee or 
special Government employee and the 
performance of his services for the Gov¬ 
ernment and when the conflict or ap¬ 
pearance of conflict is not resolved by 
the Department Counselor, he shall re¬ 
port the information concerning the 
conflict or appearance of conflict to the 
Secretary. 

(c) The employee or special Govern¬ 
ment employee concerned shall be pro¬ 
vided an opportunity to explain the con¬ 
flict or appearance of conflict. 

<d) If the resolution of the conflict or 
appearance of conflict contemplates or 
Includes any of the remedial action Indi¬ 
cated in 8 0.735-106 with the exception of 
paragraph (b) (2), appropriate personnel 
officers of the Department shall be noti¬ 
fied and shall participate in the deter¬ 
mination of the action proposed to be 
effected. 

§ 0.735-106 Diartplinary and oilier re¬ 
medial art inn. 

(a) A violation of this part by an em¬ 
ployee or special Government employee 
may be cause for appropriate disciplinary 
action* which may be In addition to any 
penalty prescribed by law. 

(b) When, after consideration of the 
explanation of the employee or special 
Government employee provided by 
$ 0.735-105, the Secretary decides that 
remedial action is required, he shall take 
immediate action to end the conflicts or 
appearance of conflicts of Interest. Re¬ 
medial action may include, but is not 
limited to: 

(1) Changes in assigned duties: 

(2) Divestment by the employee or spe¬ 
cial Government employee of his con¬ 
flicting interest: and unless otherwise 
provided divestiture Is to be completed 
within 60 days after notice of a decision 
that a conflict exists. 

<3) Disciplinary action; or 

(4) Disqualification for a particular as¬ 
signment. 

Remedial action, whether disciplinary or 
otherwise, shall be effected in accordance 


2110.7 

with any applicable laws. Executive or¬ 
ders. and regulations. 

<c) If any of the remedial action In¬ 
dicated in this section with the exception 
of paragraph (b)(2) of this section is 
contemplated, appropriate personnel of¬ 
ficers of the Department shall be notified 
and shall participate in the determina¬ 
tion of the action prooosed to be effected. 

Subpart B—Conducl and Responsi¬ 
bilities of Employees 
§0.735-201 ISaaic principle. 

(a) Each employee must realize that 
the Government’s basic and controlling 
purpose In employing him Is the public 
Interest, rather than his private or per¬ 
sonal Interest, and that he can never have 
a right of tenure that transcends the 
public good He can properly be a Gov¬ 
ernment employee only as long as it re¬ 
mains in the public interest tdt him to 
be one. Public trust and confidence in the 
Integrity of the Government arc para¬ 
mount. 

(b) (I) This basic principle applies 
with special force and effect In the De¬ 
partment of Housing and Urban Devel¬ 
opment, which deals directly with im¬ 
portant segments of the public, and 
whose success depends upon public trust 
and confidence in its actions. The official 
actions of the Department often have a 
direct bearing upon the financial and 
other interests of individuals. Arms, and 
Institutions with which It does business. 
Furthermore, the effective accomplish¬ 
ment of the Department's mission Is sig¬ 
nificantly dependent upon a public image 
that engenders confidence in the Depart¬ 
ment’s Integrity. Accordingly, the avoid¬ 
ance of any involvement that tends to 
damage that Image Is a responsibility of 
exceptional Importance for ail employ¬ 
ees who participate In or Influence official 
operating determinations that affect the 
Interests of those with whom the Depart¬ 
ment does business. 

(2) If there is knowledge of an em¬ 
ployee's Involvement In or association 
with circumstances reasonably construed 
to reduce public confidence In the acts 
or determinations of the Department, 
such knowledge may be sufficient cause 
for the initiation of action adverse to 
the employee. Employees, therefore, are 
alerted to the gravity with which the 
Department will view any such Involve¬ 
ment. especially If it has to do with 
conflicts of Interest or the compromise 
of integrity—whether real or only 
apparent. 

§ 0.735—202 PmH’ribrd nr!ion*. 

An employee shall avoid any action, 
whether or not specifically prohibited by 
the regulations in this subpart, which 
might result in, or create the appearance 
of: 

(a) Using public office for private 
gain; 

(b> Giving preferential treatment to 
any person; 

(c) Impeding Government efficiency 
or economy; 

(d) Losing complete independence or 
Impartiality; 
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(e) Making a Government decision 
outside official channels; or 

(f) Affecting adversely the confidence 
of the public In the Integrity of the 
Government. 

6 0.735—203 Gifu* entertainment, and 
favors. 

(a) Except as provided in paragraphs 
<b> and (e> of this section, an employee 
shall not solicit or accept, directly or in¬ 
directly. any gift, gratuity, favor, enter¬ 
tainment, loan, or any other thing of 
monetary value, from a person who: 

(1) Has. or is seeking to obtAtn. con¬ 
tractual or other business or financial 
relations with the Department; 

(2) Conducts operations or activities 
that ore regulated by the Department; or 

(3) Has interests that may be sub¬ 
stantially affected by the performance or 
nonperformance of the employee’s official 
duty. 

(b) The prohibitions of paragraph 
(a) of this section do not apply in the 
following cases: 

(1) Obvious family or personal rela¬ 
tionships. such as those between the 
parents, children, or spouse of the em¬ 
ployee and the employee, when the 
circumstances make it clear that it is 
those relationships rather than the 
business of the persons concerned which 
arc the motivating factors; 

(2) Acceptance of food and refresh¬ 
ments of nominal value on Infrequent 
occasions in the ordinary course of a 
luncheon or dinner meeting or other 
meeting or on an inspection tour where 
an employee may properly be in 
attendance; 

(3) The acceptance of loans from 
banks or other financial institutions on 
customary terms to finance proper and 
usual activities of employees, such as 
home mortgage loans; and 

(4) The acceptance of unsolicited ad¬ 
vertising or promotional material, such 
as pens, pencils, note pads, calendars, 
and other items of nominal intrinsic 
value. 

Cc) An employee shall not solicit a 
contribution from another employee for 
a gift to an official superior, make a 
donation as a gift to an official superior, 
or accept a gift from an employee receiv¬ 
ing less pay than himself (5 U.S.C. 7351). 
However, this paragraph does not pro¬ 
hibit a voluntary gift of nominal value 
or donation in a nominal amount made 
on a special occasion such as marriage, 
illness or retirement. 

<d) An employee shall not accept a 
gift, present, decoration, or other thing 
from a foreign government unless au¬ 
thorized by Congress as provided by the 
Constitution and in 5 U.S.C. 7342. 

(e) Neither this section nor l 0.735- 
204 precludes an employee from receipt 
of bona fide reimbursement, unless pro¬ 
hibited by low, for expenses for travel 
and such other necessary subsistence as 
is compatible with this part for which 
no Government payment or reimburse¬ 
ment is made. However, this paragraph 
does not allow an employee to be reim¬ 
bursed. or payment to be made on his 
behalf, for excessive personal living ex¬ 


penses, gifts, entertainment, or other 
personal benefits, nor does it allow an 
employee to be reimbursed by a person 
for travel on official business under De¬ 
partment orders when reimbursement 
Is proscribed by Decision B-128527 of the 
Comptroller General dated March 7, 
1967 

§ 0.735-204 Outside employment and 
other activity. 

(а) An employee shall not engage in 
outside employment or other outside 
activity not compatible with the full and 
proper discharge of the duties and re¬ 
sponsibilities of his Government employ¬ 
ment. Incompatible act!vi ties include but 
are not limited to; 

(1) Acceptance of a fee. compensa¬ 
tion, gift, payment of expense, or any 
other thing of monetary value in cir¬ 
cumstances in which acceptance may 
result in, or create the appearance of, 
conflicts of interest; 

(2) Outside employment which tends 
to impair his mental or physical capacity 
to perform his Government duties and 
responsibilities in an acceptable manner; 

rs> Activities that may be construed 
by the publlo to be the official acts of the 
Department: 

(4) Activities that establish relation¬ 
ships or property interests that may re¬ 
sult in a conflict between his private in¬ 
terests and his official duties; and 

(5) Employment that may involve the 
use of information secured as a result of 
employment In the Department to the 
detriment of the Department or the pub. 
lie interest, or that may give preferential 
treatment to any person, corporation, 
public agency, or group. 

(б) Engaging directly or indirectly in 
the purchase, sale or management of real 
estate, including the financing of realty 
transactions; except (i) the employee’s 
residence, immediate past residence, 
vacation or retirement home, or <il> 
realty transactions involving a moderate 
scale of Investment properties which are 
not likely in the foreseeable future to be 
involved in a HUD program. 

(7) Employment related to or similar 
to the substantive programs conducted 
by any part of the Department. This in¬ 
cludes, but Is not limited to. the broad 
fields of real estate, mortgage lending, 
property Insurance, construction, con¬ 
struction financing, and land and real 
estate planning. 

(8) Employment with any person, 
firm, or other private organization hav¬ 
ing business either directly or indirectly 
with the Department. 

<b) An employee shall not receive any 
salary or anything of monetary value 
from a private source as compensation 
for his services to the Government (18 
UB.C. 209). 

(c) Pull-time employees and part-time 
employees with a regularly scheduled 
tour of duty must obtain the prior ap¬ 
proval of the appropriate deputy coun¬ 
selor before engaging In outside employ¬ 
ment In the following categories: 

(1) Employment in the same profes¬ 
sional field as that of the Individual’s 
official position. However, an attorney 


in this Department may, in off-duty 
hours and consistent with his official re¬ 
sponsibilities. participate, without com¬ 
pensation for his services, in a program to 
provide legal assistance and representa¬ 
tion to poor persons. 8uch participation 
shall not include representation or as¬ 
sistance in any judicial matter or pro¬ 
ceeding, whether Federal, 8tate, or local, 
involving programs of this Department or 
in any other matter or proceeding in 
which the United States, including the 
District of Columbia, is a party or has s 
direct and substantial Interest. Notice 
of intention to participate in such a pro¬ 
gram shall be given by the attorney In 
writing to his superior in such detail as 
that official shall require. 

(2) Employment by State, local, or 
other governmental body. 

(d) No full-time employee or part- 
time employee with a regularly scheduled 
tour of duty shall maintain a publicly 
listed place of business without the prior 
approval of the appropriate deputy coun¬ 
selor. 

(e) Employees are encouraged to en¬ 
gage in teaching, lecturing, and writing 
that is not prohibited by law. Executive 
order, Civil Service Commission regula¬ 
tions. or this part. However, an em¬ 
ployee shall not. either for or without 
compensation, engage in teaching, lec¬ 
turing, or writing, Including teaching, 
lecturing, or writing for the purpose of 
the special preparation of a person or 
class of persons for an examination of 
the Civil Service Commission or Board of 
Examiners for the Foreign Service, that 
is dependent on information obtained 
as a result of his Government employ¬ 
ment, except when that Information has 
been made available to the general pub¬ 
lic or will be made available on request, 
or when the Secretary or his designee 
gives written authorization for the use 
of nonpublic information on the basis 
that the use is in the public interest. 

(1) Each employee Including the Sec¬ 
retary, and Including each full-time 
member of a committee, board, or com¬ 
mission appointed by the President, shall 
not receive compensation or anything of 
monetary value for any consultation, lec¬ 
ture, discussion, writing, or appearance, 
the subject matter of which is devoted 
substantially to the responsibilities, pro¬ 
grams. or operations of the Department, 
or which draws substantially on official 
data or ideas which have not become 
part of the body of public information 
pursuant to the regulations in this part 

(2) An employee may use his name 
and title in connection with articles for 
publication which bear upon his work 
in the Department only if he obtains the 
approval of the appropriate deputy 
counselor. 

(f) This section does not preclude an 
employee from: 

(1) Participation In the activities or 
National or State political parties not 
proscribed by law. 

(2) Participation In the affairs of or 
acceptance of an award for a meritorious 
public contribution or achievement given 
by a charitable, religious, professional, 
social, fraternal, nonprofit educational 


FEDERAL REGISTER, VOL 36, NO. 246—WEDNESOAY, DECEMBER 22, 1971 






gnd recreational, public service, or civic 
organization. 

§ 0.735—205 Financial interert*. 

(a) An employee shall not: 

(1) Have a direct or indirect financial 
Interest that conflicts substantially, or 
appears to conflict substantially, with his 
Government duties and responsibilities. 

(2) Engage in, directly or Indirectly, 
a financial transaction as a result of. 
or primarily relying on. Information 
obtained through his Government em¬ 
ployment 

(3) Acquire securities issued by the 
Federal National Mortgage Association. 

(4) Acquire ownership of stock or 
otiier Interest in a rental project 
financed with an FHA Insured mortgage 
as long as the insurance Is in force. 

(5) Acquire ownership of FHA deben¬ 
tures or certificates of claim. 

(6) Acquire interest in a coopera¬ 
tive or condominium housing project 
financed under the National Housing Act 
If the Interest is not for obtaining a home 
for himself or his family. 

t7) Be an officer or director of any 
organization which is an FHA approved 
mortgagee or lending Institution or which 
services mortgages or other securities for 
the Department. An employee may hold 
stock or shares In such organizations 
provided his official duties are such that 
the holding will not create or tend to 
create a conflict of interest. The prohi¬ 
bitions of this paragraph do not apply 
to Federal Credit Unions that have been 
approved as Title I lending Institutions. 

(8) Participate directly or Indirectly 
in any real estate activities for specula¬ 
tive purposes as distinguished from bona 
fide Investment purposes on a moderate 
scale. There Is a presumption of specu¬ 
lation when the use of borrowed funds 
is Involved on a continuing basis or in 
'large sums or the income characteristic 
of an investment is disproportionate or 
absent. 

(b) (1) No employee, including a spe¬ 
cial Government employee, may partic¬ 
ipate as such in any matter In which to 
hb knowledge he, his spouse, minor child, 
organization in which he is serving as 
an officer, director, trustee, partner, or 
employee, or a partner has a financial 
interest. He must also not participate in 
any matter in which to his knowledge a 
person, business, or nonprofit organiza¬ 
tion with whom he is seeking, or has an 
arrangement for. employment has a 
financial interest (18 U.8.C. 208(a)). 

(2) Subparagraph (1) of this para¬ 
graph does not apply: 

( D If the officer or employee first ad¬ 
vises the Department counselor in writ¬ 
ing of the nature and circumstances of 
the matter, makes full disclosure of the 
financial interest, and receives In ad- 
vjnee a written determination by such 
official or his designee that such interest 
» not so substantial as to be deemed 
likely to affect the Integrity of the serv¬ 
ices which the Government may expect 
from such officer or employee; or 

(U) If the financial interest Is within 
one of the following categories which are 
hereby exempted from the requirements 
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of section 208ta) of title 18. United 
States Code as being too remote or too 
Inconsequential to affect the integrity of 
a Government officer's or employee's 
services: 

(a) Any holding in a widely held mu¬ 
tual fund, or regulated investment com¬ 
pany, which docs not specialize In any 
particular industry. 

<b) Ownership of shares of stock and 
of corporate bonds or other corporate 
securities, if the current aggregate value 
of the stocks and other securities so 
owned in any single corporation is less 
than $7,500 and is less than 1 percent 
of the outstanding stock of the organiza¬ 
tion concerned, and if the employee, his 
spouse, or minor children are not active 
In the management of the organization 
and have no other connection with or 
interest in it. 

(c) Continued participation in a bona 
fide pension, retirement, group life, 
health, or accident insurance plan or 
other employee welfare or benefit plan 
that is maintained by a business or non¬ 
profit organization by which the em¬ 
ployee was formerly employed, to the 
extent that the employee's rights In the 
plan are vested and require no additional 
services by him or further payments to 
the plan by the organization with re¬ 
spect to the services of the employee. To 
the extent that such plans are profit 
sharing or stock bonus plans, this exemp¬ 
tion shall not apply. 

(c) This section does not preclude an 
employee from having a financial 
Interest or engaging in financial trans¬ 
actions to the same extent as a private 
citizen not employed by the Government 
so long as it is not prohibited by law. 
Executive Order 11222, Civil Service 
Commission regulations, or this part. 

§ 0.735-206 Use of Government prop¬ 
erty. 

An employee shall not directly or in¬ 
directly use. or allow the use of Govern¬ 
ment property of any kind. Including 
property leased to the Government, for 
other than officially approved activities. 
An employee has a positive duty to pro¬ 
tect and conserve Government property, 
including equipment, supplies, and other 
property entrusted or issued to him. 

§ 0.735-207 Mi*u*e of Information. 

For the purpose of furthering a private 
Interest, an employee shall not. except 
as provided in § 0.735-204 (e), directly 
or indirectly use, or allow the use of, of¬ 
ficial Information obtained through or in 
connection with his Government employ¬ 
ment which has not been made available 
to the general public. 

§ 0.735-208 IndebtednfM. 

An employee shall pay each Just fi¬ 
nancial obligation in a proper and timely 
manner, especially one Imposed by law, 
such as Federal, State, and local taxes. 
For the purpose of this section, a "Just 
financial obligation" means one acknowl¬ 
edged by the employee or reduced to 
Judgment by a court, and "in a proper 
and timely manner" means in a man¬ 
ner which the Department determines 
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does not, under the circumstances, re¬ 
flect adversely on the Government as 
his employer. In the event of a dispute 
between an employee and an alleged 
creditor, this section does not require the 
Department to determine the validity or 
amount of the disputed debt. 

§ 0.735-209 Gambling, betting, and lot¬ 
teries. 

An employee shall not participate, 
while on Government owned or leased 
property or while on duty for the Depart¬ 
ment, in any gambling activity Including 
the operation of a gambling device, In 
conducting a lottery or pool. In a game 
for money or property, or In selling or 
purchasing a number slip or ticket. How¬ 
ever. this section docs not preclude 
activities: 

(a) Necessitated by an employee's law 
enforcement duties: 

(b) Under section 3 of Executive Or¬ 
der 10927. namely, solicitations conducted 
by organizations composed of employees 
among their own members for organiza¬ 
tional support or for benefit or welfare 
funds for their members, or similar De¬ 
partment-approved activities. 

§0.735-210 General conduct; and con¬ 
duct prejudicial to the Government. 

(a) Each employee shall conduct him¬ 
self in a manner that facilitates the ef¬ 
fective accomplishment of the work of 
the Department, observing at all times 
the requirements of courtesy, considera¬ 
tion. and promptness in dealing with the 
public and with persons or organizations 
having business with the Department; 

(b) An employee shall not engage in 
criminal. Infamous, dishonest, immoral, 
or notoriously disgraceful conduct, or 
other conduct prejudicial to the Govern¬ 
ment. 

8 0.735-211 Intermediaries and prod¬ 
uct recommendation*. 

No employee shall recommend or sug¬ 
gest the use of any particular or Identi¬ 
fied nongovernmental intermediary to 
deal with the Department nor shall he 
recommend any device or product tested 
by or for, or used by. the Department* 
except as required by his official duties. 

§ 0.735-212 Membership in organiza¬ 
tions. 

(a) An employee may not, in his offi¬ 
cial capacity as an officer or employee of 
the Department, serve as a member of a 
non-Federal or private organization ex¬ 
cept where express statutory authority 
exists, or statutory language necessarily 
implies such authority, or where the 
Secretary has determined In writing that 
such service would be beneficial to the 
Department and consistent with such 
officer's or employee's service as a De¬ 
partment employee. However, an em¬ 
ployee may serve in an individual capa¬ 
city as a member of a non-Federal or 
private organization, provided that: 

<1> His membership docs not violate 
the restrictions noted in $ 0.735-204; and 

(2) His official title or organization 
connection is not shown on any listing 
or presented in any activity of the orga¬ 
nization in such a manner as to imply 
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that he U acting In his official capacity. 

<b) An employee may be designated 
in writing to serve as a liaison repre¬ 
sentative of the Department to a non- 
Federal or private organization when the 
Secretary, the Under Secretary, an As¬ 
sistant Secretary, the General Counsel, 
or a Regional Administrator, as appro¬ 
priate, has determined that such service 
would be beneficial to the Department 
and provided that: 

(1) The activity relates to the work of 
the Department. 

(2) The employee does not participate 
by vote in the policy determinations of 
the organization, 

(3) The Department is in no way 
bound by any vote or action taken by the 
organization. 

§ 0.735—213 Prohibited arlivitir* by for¬ 
mer employee*. 

A former officer or employee or former 
Special Government employee of the ex¬ 
ecutive branch of the UJS. Government, 
of any Independent agency of the United 
States or of the District of Columbia shall 
not: 

(a) At any time after his Government 
employment has ended, knowingly act 
as an agent or attorney for anyone other 
than the United States In connection 
with any matter involving a specific party 
or parties in which the United States is 
a party or has a direct or substantial 
interest and in which he participated 
personally and substantially as an officer 
or employee for the Government through 
decision, approval, disapproval, recom¬ 
mendation, the rendering of advice, in¬ 
vestigation, or otherwise while so em¬ 
ployed. (18 U.S.C. 207(a).) 

(b> Within 1 year after his Govern¬ 
ment employment has ended, appear per¬ 
sonally before any court or department 
or agency of the Government os agent, 
or attorney for, anyone other than the 
United States In connection with any 
matter Involving a specific party or par¬ 
ties In which the United States 1s a party 
or directly or substantially interested, 
and which was under his official responsi¬ 
bility as an officer or employee of the 
Government at any time within a period 
of one year prior to the termination of 
such responsibility (18 UJ3.C. 202(b) and 
207(b)). 

§ 0.735-214 MUcellanemi* .statutory pro- 
yfaiotWi 

Each employee shall acquaint himself 
with each statute that relates to his 
ethical and other conduct as an employee 
of the Department and of the Govern¬ 
ment. The attention of each employee Is 
directed to the following statutory pro¬ 
visions: 

(a) House Concurrent Resolution 175, 
85th CongTess, second session, 72 Stati 
B12, the “Code of Ethics for Govern¬ 
ment Service" 

(b) Chapter 11 of Title 18. United 
8totes Code, relating to bribery, graft, 
and conflicts of interest, as appropriate 
to the employees concerned. 

(c) The prohibition against lobbying 
with appropriated funds (18 U.S.C. 
1013). 
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(d) The prohibitions against disloyalty 
and striking (5 UB.C. 7311. 18 UJB.C. 
1018). 

(e) The prohibition against the em¬ 
ployment of a member of a Communist 
organization (50 UB.C. 784). 

(f) The prohibitions against (1) the 
disclosure of classified Information (18 
UJB.C. 798, 50 UB.C. 783): and (2) the 
disclosure of confidential information 
(18 US.C. 1905). 

(g) The provision relating to the 
habitual use of intoxicants to excess (5 
U.8.C. 7352). 

(h) The prohibition against the mis¬ 
use of a Government vehicle <31 UJB.C. 
638a<c>). 

(l) The prohibition against the mis¬ 
use of the franking privilege (18 U8.C, 
1719). 

<j) The prohibition against the use of 
deceit In an examination or personnel 
action In connection with Government 
employment (18 UJB.C. 1917). 

(k) The prohibition against fraud or 
false statements In a Government matter 
(18 USC. 1001). 

U) The prohibition against mutilating 
or destroying a public record (18 U.S.C. 
2071). 

(m) The prohibition against counter¬ 
feiting and forging transportation re¬ 
quests (18 U.S.C. 508). 

(n) The prohibitions against (1) em¬ 
bezzlement of Government money or 
property (18 U3.C. 641); (2) failing to 
account for public money (18 UJB.C. 643); 
and (3) embezzlement of the money or 
property of another person In the pos¬ 
session of an employee by reason of his 
employment (18 US.C. 654). 

(o) The prohibition against unau¬ 
thorized use of documents relating to 
claims from or by the Government (18 
US.C. 285). 

(p) The prohibitions against political 
activities in subchaptcr in of chapter 73 
of title 5, United States Code, and 18 
U.S.C. 603. 603. 607, and 608. 

(q) The prohibition against an em¬ 
ployee acting as the agent of a foreign 
principal registered under the Foreign 
Agents Registration Act (18 U.S.C. 219). 

Subpart C—Conduct and Responsi¬ 
bilities of Special Government 

Employees 

g 0.735—301 Die of Gorcmmem em¬ 
ployment. 

A special Government employee shall 
not use his Government employment for 
a purpose that Is, or gives the appearance 
of being, motivated by the desire for pri¬ 
vate gain for himself or another person, 
particularly one with whom he has fam¬ 
ily, business, or financial ties. 

§ 0.735-302 Um of isuade information, 

(a) A special Government employee 
shall not use Inside information obtained 
as a result of his Government employ¬ 
ment for private gain for himself or an¬ 
other person cither by direct action on 
his part or by counsel, recommendation* 
or suggestion to another person, particu¬ 
larly one with whom he has family, busi¬ 
ness. or financial ties. For the purpose of 


this section, “inside information” means 
Information obtained under Government 
authority which has not become part of 
the body of public Information. 

(b) Special Government employees 
may teach, lecture, or write in a manner 
consistent with the provisions of S 0.735- 
204(e). 

g 0.735-303 Coercion. 

A special Government employee shall 
not use his Government employment to 
coerce, or give the appearance of coerc¬ 
ing, a person to provide financial benefit 
to himself or another person, particularly 
one with whom he has family, business, 
or financial ties. 

g 0.735-304 Gifu* entertainment, and 
favor*. 

(a) Except as provided in paragraph 
(b) of this section, a special Government 
employee, while so employed or in con¬ 
nection with his employment, shall not 
receive or solicit from a person having 
business with the Department anything 
of monetary value as a gift, gratuity, 
loan, entertainment, or favor for himself, 
or another person, particularly one with 
whom he has family, business, or finan¬ 
cial ties, 

(b) The exceptions of f 0.735-203(b), 
which are applicable to employees, are 
also applicable to special Govern:r.c-n; 
employees. 

g 0.735—305 Applicability of oilier pro- 
vision*. 

(a) Each special Government em¬ 

ployee is subject to the provisions of 
4f 0.735-201, 0.735-205 <b>. 0.735-206 

through 0.735-210, 0.735-212, 0.735-213, 
0.735-214. and 0.735-411, 

(b) Each special Government employee 
shall acquaint himself with each statute 
listed In 6 0.735-214. A special Govern¬ 
ment employee engaged on an irregular 
or occasional basis is bound by the politi¬ 
cal activity restrictions of tile former 
Hatch Act cited in 5 0.735-214(p) only 
while in an active duty status and for 
the entire 24 hours of any day during 
which he is actually employed. 

Subport D—Statements of Employ¬ 
ment and Financial Interests 

§ 0.735-401 Employee* required lo sub¬ 
mit statement*. 

Except as provided in | 0.735-403, the 
following categories of employees shall 
submit statements of employment and 
financial Interest: 

(a) Employees paid at a level of the 
Executive schedule in subchapter H or 
chapter 53 of title 5. United SUtes Code. 

(b) Employees classified at OS-13 or 
above who are in positions identified in 
the appendix to this part as positions ths 
incumbents of which are responsible far 
making a Government decision or taking 
a Government action in regard to: 

(1) Contracting or procurement: 

(2) Administering or monitoring 
grants or subsidies; 

( 3 ) Regulating or auditing private or 
other non-Federal enterprise; or 

(4) Other activities where the deci¬ 
sion or action has an economic impact 
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on the Interests of any non-Federai 
enterprise. 

(c) Employees classified at OS-13 or 
above who are In positions which the 
Department has determined have duties 
and responsibilities which require the 
incumbent to report employment and 
financial interests in order to avoid In¬ 
volvement in a possible conflicts-of-ln- 
terest situation and carry out the purpose 
of law. Executive order, and this part. 
The positions are Identified in the ap¬ 
pendix to this part. 

<d) Employees classified below GS-13 
who are in positions which otherwise 
meet the criteria in paragraph (b) or 
(c> of this section. These positions have 
been approved by the Civil Service Com¬ 
mission as exceptions that are essential 
to protect the Integrity of the Govern¬ 
ment and avoid employee involvement in 
a possible conflict-of-interest situation. 
The positions are identified in the ap¬ 
pendix to this part by footnote 1. 

g 0.735-402 Employee's complaint on 
filing requirement. 

Employees have the opportunity for 
review through the Department’s griev¬ 
ance procedures of a complaint by an 
employee that his position has been im¬ 
properly included under these regulations 
as one requiring the submission of a 
statement of employment and financial 
interests. 

§ 0.735—103 Employees not required to 
ftukmit statement*. 

(a) Employees in positions that meet 
the criteria in 9 0.735-401 (b) may be ex¬ 
cluded from the reporting requirement 
when the Department Counselor deter¬ 
mines that: 

(1) The duties of a position are such 
that the likelihood of the incumbent’s 
Involvement in a conflict-of-interest sit¬ 
uation Is remote; 

(2) The duties of a position are at 
such a level of responsibility that the 
submission of a statement of employ¬ 
ment and financial interests is not neces¬ 
sary because of the degree of supervision 
and review over the Incumbent or the 
inconsequential effect on the integrity 
of the Government. 

(b) A statement of employment and 
financial Interests Is not required by this 
subpart from the Secretary or a full-Ume 
member of a committee, board, or com- 
JdflsSon appointed by the President. 
These employees are subject to separate 
Aborting requirements under section 401 
of the Executive order. 

§0.i 35—104 Time and place for sub- 
mi**ioa of employee*' utatemcnU. 

(ft) An employee required to submit a 
statement of employment and financial 
Interests pursuant to 5 0.735-401 and the 
appendix to this part shall submit that 
statement on Form HUD-844 (Revised) 
official designated in paragraph 
' c> °* this section not later than: 

, , a> Ninety days alter the effective 
uate of this part if employed on or before 
that effective date; or 

days after his entrance on 
nuty, but not earlier than 90 days after 
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the effective date, if appointed after 
that effective date. 

(b) Additions to. deletions from, and 
other amendments of the list of positions 
in the appendix to this part may be made 
from time to time as necessary to carry 
out the purpose of the law. Executive 
Order 11222, and Part 735 of the Civil 
Service Commission Regulations <5 CFR 
Part 735). 8uch amendments are effec¬ 
tive upon actual notification to the In¬ 
cumbents. The amended list shall be sub¬ 
mitted at least annually for publication 
In the Federal Register. 

(c) All employees shall submit their 
statements directly to the General Coun¬ 
sel of the Department as Department 
Counselor for review and custody. Such 
statements shall be enclosed in sealed 
envelopes marked “Standards of Con¬ 
duct—Department Counselor; Admin¬ 
istratively Confidential". Statements 
previously submitted to other than the 
Department Counselor for review shall 
be transferred to the Department Coun¬ 
selor for custody. 

g 0.735—105 Supplementary a la lenient®. 

(a) Changes in. or additions to. the 
information contained in an employee’s 
statement shall be reported to the De¬ 
partment Counselor in a supplementary 
statement as of June 30 each year. If no 
changes or additions occur, a negative 
report is required. 

(b) Notwithstanding the filing of the 
annual report required by this section, 
each employee shall at all times avoid 
acquiring a financial Interest or engag¬ 
ing in outside employment or other ac¬ 
tivity that could result, or taking an ac¬ 
tion that would result, in a violation of 
the conflict-of-interest provisions of sec¬ 
tion 208 of title 18. United States Code, or 
Subpart B of this part. 

§ 0.735—106 IntrrcAts of employer's 
relative*. 

The Interest of a spouse, minor child, 
or otlier member of an employee’s Imme¬ 
diate household is considered to be an in¬ 
terest of the employee. For the purpose 
of this section, “member of an employee’s 
immediate household” means those blood 
relations who are residents of the em¬ 
ployee’s household. 

8 0.735-407 Information not known by 
employer*. 

If any Information required to be in¬ 
cluded on a statement or supplementary 
statement. Including holdings placed Ln 
trust, is not known to the employee but 
is known to another person, the employee 
shall request that other person to sub¬ 
mit Information in his behalf. 

§ 0.735—‘108 Information prohibited. 

This subpart docs not require an em¬ 
ployee to report Information relating to 
his connection with, or interest ln, a pro¬ 
fessional society or a charitable, reli¬ 
gious, social, fraternal, recreational, pub¬ 
lic service, civic, or political organization 
or a similar organization not conducted 
as a business enterprise. For the purpose 
of this section, educational and other In¬ 
stitutions doing research and develop¬ 
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ment or related work involving grants of 
money from or contracts with the Gov¬ 
ernment are deemed “business enter¬ 
prises” and are required to be Included 
in an employee’s statement. 

§ 0.735—4O9 Confidentiality of employ* 
eca' * la it turn l a. 

(a) Each statement of employment and 
financial Interests, and each supplemen¬ 
tary statement, shall be held in confi¬ 
dence by the Department. To insure this 
confidentiality, the Civil Service Com¬ 
mission regulations provide that: 

(1) The Department shall designate 
which officials and employees are to re¬ 
view and retain the statements; 

(2) Officials and employees designated 
under subparagraph (1) of this para¬ 
graph arc responsible for maintaining 
the statements in confidence and shall 
not allow access to, or allow information 
to be disclosed from, a statement except 
to carry out the purpose of this part; and 

(3) The Department may not disclose 
Information from a statement except as 
the Civil Service Commission or the Sec¬ 
retary may determine for good cause 
shown. 

(b) For the purpose of carrying out 
the provisions of paragraph (a)(1) of 
this section, the Department Counselor 
shall review and retain employees’ state¬ 
ments. 

8 0.735—410 Effect of employee's state* 
menu on other requirements* 

The statements and supplementary 
statements required of employees pur¬ 
suant to this part are ln addition to. and 
not ln substitution for, or ln derogation 
of. any similar requirement Imposed by 
law. order, or regulation. The submission 
of a statement or supplementary state¬ 
ment by an employee docs not permit him 
or any other person to participate in a 
matter in which his or the other person’s 
participation Is prohibited by law. order, 
or regulation. 

§0.735—411 Specific provisions for 
special Government employees. 

(a) Except as provided ln paragraph 
(c) of this section, each special Gov¬ 
ernment employee shah submit to the 
Department Counselor for review and 
custody Form HUD-844-A (Revised), 
Statement of Employment and Financial 
Interests. 

(b) The provisions of 94 0.735-407 
through 0.735-410 are applicable to a 
special Government employee who Is re¬ 
quired to file a statement. 

(c) The Secretary or his designee may 
waive the provisions of this section for 
the submission of a statement in the case 
of a special Government employee who 
is not a consultant or an expert when 
the Department finds that the duties of 
the position held by that special Govern¬ 
ment employee are of a nature and at 
such level of responsibility that the sub¬ 
mission of the statement by the incum¬ 
bent is not necessary to protect the integ¬ 
rity of the Government. For the purpose 
of this paragraph, “consultant” and 
“expert” have the meanings given those 


FEDERAL REGISTER. VOL. 36, NO. 246—WEDNESDAY. DECEMBER 22, 1771 







21408 

terms by Chapter 304 of the Federal Per¬ 
sonnel Manual. 

(d) A statement required to be sub¬ 
mitted under this section shall be sub¬ 
mitted not later than the time of 
employment of the special Government 
employee. Each special Government em¬ 
ployee shall keep his statement current 
throughout his employment with the De¬ 
partment by the submission of supple¬ 
mentary statements. 

Appendix— List or Positions Subject To 
Subpast D 

Officer* and employee* In the following 
positions are subject to the provisions of 
Subpart D of this part: 

Omcx of tmi SXCSMTASY 

Executive Assistant to the Secretary. 
Administrative Officer to the Secretary. 

Special Assistants to the Secretary. 

Assistant to the Secretary for Labor Relations. 
General Assistant Secretary. 

Assistant to the Secretary for Congressional 
Relations. 

Director. Office of Public Affairs. 

Director, Office of International Affair*. 

Omci of the Uwtncm Secretary 

Under Secretary. 

Deputy Under Secretary for Policy Analysis 
and Program Evaluation. 

Special Assistant* to the Under Secretary. 

Office of the General Counsel 

General Counsel. 

Deputy General Counsels. 

Special Assistants to the General Counsel. 
Associate General Counsels. 

Assistant General Counsels. 

Regional Counsels. 

Ares Counsels. 

Assistant Secretary ros Community Plan¬ 
ning and Management 

Assistant Secretary. 

Deputy Assistant Secretary for Community 
Planning and Management. 

Director. Office of Administration. 

Director, Budget Division. 

Director, Management and Administrative 
Services Division. 

Director. Management Information Division. 
Director, Office of Policy and Program 
Development. 

Deputy Director, Office of Policy and Program 
Development. 

Director, Urban Growth Policy Division. 
Director. Program Evaluation Division. 
Director. Program Development Division. 
Director. Office of Planning and Management 
Oranti 

Director, Program Coordination Division. 
Director, Field Support Division. 

Director. Office of State and Local Manage¬ 
ment Assistance. 

Director. Intergovernmental Relations 
Division. 

Director. Management Systems Division. 
Director, Technical Assistance Division. 
Director. Office of Community Goals and 
Standards. 

Director. Environmental and Land Use Plan¬ 
ning Division. 

Director. Relocation and Workable Programs 
Division. 

Director, Office of New Communities 
Development. 

Deputy Director, Office of New Oommunlttee 
Development. 

Director. Application Review Division. 
Director, Project Management Division. 
Director, Governmental Liaison Division. 
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Assistant Secretary For Equal 
Opportunity 

Assistant Secretary. 

Special Assistants to Assistant Secretary. 

Deputy Assistant Secretary for Equal Op¬ 
portunity. 

Director. Office of Housing Opportunity. 

Deputy Director, Office of Housing Oppor¬ 
tunity. 

Director, Investigation Division. 

Director. Conciliation Division. 

Director. Practices and Review Division 

Director, Office of Contract Compliance and 
Employment Opportunity. 

Director. Contract Compliance Division. 

Director, Job Development Division. 

Director. Business Development Division. 

Director, Program Planning and Evaluation. 

Director, Education and Training Office. 

Assistant Secret art For Housing Produc¬ 
tion and Mortgage Credit and Federal 
Hourino Commissioner 

Assistant Secretary. 

Deputy Assistant Secretary for Housing Pro¬ 
duction and Mortgage Credit and Deputy 
Federal Housing Commissioner. 

Executive Assistant Commissioner. 

Assistant Commissioner for Field Operations. 

Assistant Commissioner for Technical and 
Credit Standards. 

Assistant Commissioner for Programs. 

Assistant Commissioner for Subsidised Hous¬ 
ing Programs. 

Assistant Commissioner for Unsubsidiacd In¬ 
sured Housing Programs. 

Assistant Commissioner far Rehabilitation. 

Assistant Commissioner for Administration. 

Assistant Commissioner for Property Im¬ 
provement. 

Assistant Commissioner-Comptroller. 

Administrator, Office of Interstate Land 
Sales Registration. 

Deputy Assistant Commissioner for Technical 
and Credit Standards. 

Deputy Assistant Commissioner far Pro¬ 
grams. 

Deputy Assistant Commissioner for Subsi¬ 
dised Housing Programs. 

Deputy Administrator, Office of Interstate 
Land Sales Registration. 

Director. Mortgago Insurance Programs Sup¬ 
port Division. 

Director, Publicly Financed Programs Sup¬ 
port Division. 
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FEDERALLY ASSISTED PROGRAMS 
OF THE DEPARTMENT OF HOUS¬ 
ING AND URBAN DEVELOPMENT- 
EFFECTUATION OF TITLE VI OF 
THE CIVIL RIGHTS ACT OF 1964 

Bee. 

l«i Purpose. 

1.2 Definitions. 

2 2 Application of Part 1. 

1.4 Discrimination prohibited. 

1-6 Assurances required, 
l.fl Compliance information. 

1.7 Conduct of Investigations. 

18 Procedure for effecting compliance. 

141 Hearings. 

1.10 Decisions and notices. 

1.11 Judicial review. 

1.18 Effect on other regulations; forms and 
instructions. 

Appendix A. 

Atnuoamr: The provisions of this Part 1 
ore Issued under sec. 602. 78 SUt. 262. 42 
U-8.C. 2000d-l; sec. 602(a). 82 8tat. 1283. 
12 OAO, 1701c; and the lawi listed in Ap¬ 
pendix A to this Part 1. 

§ 1.1 Purpose. 

The purpose of this Part 1 Is to effec¬ 
tuate the provisions of Title VI of the 
Civil Rights Act of 1964 (hereafter re¬ 
ferred to as the “Act") to the end that 
no person In the United States shall, on 
the ground of race, color, or national 
origin, be excluded from participation 
in, be denied the benefits of, or be other¬ 
wise subjected to discrimination under 
any program or activity receiving Fed¬ 
eral financial assistance from the De¬ 
partment of Housing and Urban 
Development. 

§ 1.2 Definitions. 

As used In this Part 1— 

(a) The term "Deportment’* means 
the Deportment of Housing and Urban 
Development. 

(b) The term "Secretary" means the 
Secretary of the Department of Housing 
and Urban Development. 

(c) The term "responsible Depart¬ 
ment official" means the Secretary or, to 
the extent of any delegation of authority 
by the Secretary to act under this Part 
1. any other Department official to whom 
the Secretary may hereafter delegate 
such authority. 

(d) The term "United States" means 
the States of the United States, the Dis¬ 
trict of Columbia, Puerto Rico, the Vir¬ 
gin Islands, American Samoa, Guam, 
Wake Island, the Canal Zone, and the 
territories and possessions of the United 
States, and the term "State" means any 
one of the foregoing. 

(e) The term "Federal financial as¬ 
sistance" includes (1) grants, loans, and 
advances of Federal funds, (2) the grant 


or donation of Federal property and In¬ 
terests in property. (3) the detail of Fed¬ 
eral personnel. (4) the sale and lease of, 
and the permission to use (on other than 
a casual or transient basis). Federal 
property or any interest in such property 
without consideration or at a nominal 
consideration, or at a consideration 
which is reduced for the purpose of as¬ 
sisting the recipient, or In recognition of 
the public Interest to be served by such 
sale or lease to the recipient, and (8) any 
Federal agreement, arrangement, or 
other contract which has as one of its 
purposes the provision of assistance. 
The term "Federal financial assistance" 
does not Include a contract of Insurance 
or guaranty. 

(f) The term "recipient" means any 
State, political subdivision of any 8tate, 
or Instrumentality of any State or polit¬ 
ical subdivision, any public or private 
agency. Institution, organization, or 
other entity, or any individual. In any 
State, to whom Federal financial assist¬ 
ance is extended, directly or through 
another recipient, for any program or 
activity, or who otherwise participates 
in carrying out such program or activity 
(such os a redeveloper In the Urban Re¬ 
newal Program). Including any suc¬ 
cessor, assign, or transferee thereof, but 
such term does not Include any ultimate 
beneficiary under any such program or 
activity. 

(g) The term "applicant" means one 
who submits an application, contract, 
request, or plan requiring Department 
approval as a condition to eligibility for 
Federal financial assistance, and the 
term ''application" means such an ap¬ 
plication. contract, request, or plan. 

§ 1.3 Application of Port 1. 

This Part 1 applies to any program or 
activity for which Federal financial as¬ 
sistance is authorized under a law ad¬ 
ministered by the Department, including 
any program or activity assisted under 
the statutes listed in Appendix A of this 
Part 1. It applies to money paid, property 
transferred, or other Federal financial 
assistance extended to any such program 
or activity after the effective date of 
this Part 1. This Part 1 does not apply 
to (a) any Federal financial assistance 
by way of insurance or guaranty con¬ 
tracts. (b) money paid, property trans¬ 
ferred. or other assistance extended to 
any such program or activity before the 
effective date of this Part 1. (c) any as¬ 
sistance to any person who is the ulti¬ 
mate beneficiary under any such pro¬ 
gram or activity, or <d) any employment 
practice, under any such program or 
activity, of any employer, employment 
agency, or labor organization, except to 
the extent described in $ 1.4(c). The fact 
that certain financial assistance is not 
listed in Appendix A shall not mean. If 
title VI of the Act is otherwise appli¬ 
cable, that such financial assistance is 
not covered. Other financial assistance 
under statutes now in force or herein¬ 
after enacted may be added to this list 
by notice published in the Federal Regis¬ 
ter. 
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g 1.4 DUcrimmjition prohibited. 

(a) General No person In the United 
States, shall, on the ground of race, color, 
or national origin, be excluded from par¬ 
ticipation in. be denied the benefits of. 
or be otherwise subjected to discrimina¬ 
tion under any program or activity to 
which this Part 1 applies. 

(b) Specific discriminatory actions 
prohibited, (1) A recipient under any 
program or activity to which this Part 1 
applies, may not, directly or through con¬ 
tractual or other arrangements, on the 
ground of race, color, or natural origin: 

(1) Deny a person any housing, ac¬ 
commodations, facilities, services, finan¬ 
cial aid, or other benefits provided under 
the program or activity: 

<ii) Provide any housing, accommoda¬ 
tions, facilities, services, financial aid. or 
other benefits to a person which are dif¬ 
ferent. or are provided in a different 
manner, from those provided to others 
under the program or activity; 

(ill) Subject a person to segregation 
or separate treatment in any matter re¬ 
lated to his receipt of housing, accom¬ 
modations, facilities, services, financial 
aid. or other benefits under the program 
or activity; 

(iv) Restrict a person in any way in 
access to such housing, accommodations, 
facilities, services, financial aid, or other 
benefits, or in the enjoyment of any ad¬ 
vantage or privilege enjoyed by others In 
connection with such housing, accommo¬ 
dations, facilities, services, financial aid. 
or other benefits under the program or 
activity; 

(v) Treat a person differently from 
others in determining whether he satis¬ 
fies any occupancy, admission, enroll¬ 
ment. eligibility, membership, or other 
requirement or condition which persons 
must meet in order to be provided any 
housing, accommodations, facilities, 
services, financial aid, or other benefits 
provided under the program or activity; 

(vi) Deny a person opportunity to par¬ 
ticipate In the program or activity 
through the provision of services or 
otherwise, or afford him an opportunity 
to do so which is different from that af¬ 
forded others under the program or ac¬ 
tivity (Including the opportunity to 
participate in the program or activity as 
an employee but only to the extent set 
forth in paragraph (c) of this section). 

(2) (!) A recipient, in determining the 
location or types of housing, accommoda¬ 
tions. facilities, services, financial aid. 
or other benefits which will be provided 
under any such program or activity, or 
the class of persons to whom, or the 
situations In which, such housing, ac¬ 
commodations. facilities, services, finan¬ 
cial aid, or other benefits will be pro¬ 
vided under any such program or activ¬ 
ity. or the class of persons to be afforded 
an opportunity to participate in any such 
program or activity, may not. directly or 
through contractual or other arrange¬ 
ments. utilize criteria or methods of ad¬ 
ministration which have the effect of 
subjecting persons to discrimination be¬ 
cause of their race, color, or national 


origin, or have the effect of defeating or 
substantially impairing accomplishment 
of the objectives of the program or ac¬ 
tivity as respect persons of a particular 
race, color, or national origin. 

<il> A recipient, in operating low-rent 
housing with Federal financial assistance 
under the United States Housing Act of 
1937, as amended (42 U.S.C. 1401 et seq.). 
shall assign eligible applicants to dwelling 
units in accordance with a plan, duly 
adopted by the recipient and approved 
by the responsible Department official, 
providing for assignment on a com¬ 
munity-wide basis in sequence based 
upon the date and time the application is 
received, the size or type of unit suitable, 
and factors affecting preference or 
priority established by the recipients 
regulations, which are not inconsistent 
with the objectives of Title VI of the 
Civil Rights Act of 1964 and this Part 1. 
The plan may allow an applicant to re¬ 
fuse a tendered vacancy for good cause 
without losing his standing on the list, 
but shall limit the number of refusals 
without cause as prescribed by the re¬ 
sponsible Department official. The re¬ 
sponsible Department official Is author¬ 
ized to prescribe and promulgate plans, 
exceptions, procedures, and requirements 
for the assignment and reassignment of 
eligible applicants and tenants consistent 
with the purpose of this subdivision (ii). 
this Part 1. and Title VI of the Civil 
Rights Act of 1964, in order to effectuate 
and insure compliance with the require¬ 
ments imposed thereunder. 

(3) As used in this Part 1 the housing, 
accommodations, facilities, services, fi¬ 
nancial aid. or other benefits provided 
under a program or activity receiving 
Federal financial assistance shall be 
deemed to include any housing, accom¬ 
modations. facilities, services, financial 
aid, or other benefits provided in or 
through a facility provided with the aid 
of Federal financial assistance. 

(4) The enumeration of specific forms 
of prohibited discrimination in para¬ 
graphs (b) and (c) of this section does 
not limit the generality of the prohibi¬ 
tion in paragraph (a) of this section. 

(c) Employment practices. Where a 
primary objective of the Federal finan¬ 
cial assistance to a program or activity 
to which this Part 1 applies is to provide 
employment, a recipient may not, di¬ 
rectly or through contractual or other 
arrangements, subject a person to dis¬ 
crimination on the ground of race, color, 
or national origin in its employment 
practices under such program or activity 
(including recruitment or recruitment 
advertising, employment, lay-off, or ter¬ 
mination, up-grading, demotion, or 
transfer, rates of pay or other forms of 
compensation and use of facilities). The 
requirements applicable to construction 
employment under such program or ac¬ 
tivity shall be those specified In or pur¬ 
suant to Part III of Executive Order 
11246 or any Executive order which 
supersedes or amends it. 

(d) Exception. A person shall not be 
deemed subjected to discrimination by 
reason of his exclusion from the benefits 


of a program or activity limited by Fed¬ 
eral law to individuals of a particular 
race, color, or national origin different 
from his. 

(79 8tat. 669. 42 U-8.C. 1461) 

§1.5 Assurance* required. 

(ft) General. Every contract for Fed¬ 
eral financial assistance to carry out a 
program or activity to which this Part 1 
applies, executed on or after the effec¬ 
tive date of this Part 1, and every appli¬ 
cation for such Federal financial assist¬ 
ance submitted on or after such effective 
date, shall, as a condition to its approval 
and the extension of any Federal finan¬ 
cial assistance pursuant to such contract 
or application, contain or be accom¬ 
panied by an assurance that the program 
or activity will be conducted and the 
housing, accommodations, facilities, 
services, financial aid, or other benefits 
to be provided will be operated and ad¬ 
ministered in compliance with all re¬ 
quirements Imposed by or pursuant to 
this Part 1. In the case of a contract or 
application for Federal financial assist¬ 
ance to provide real property or struc¬ 
tures thereon, the assurance shall 
obligate the recipient, or. in the case of 
a subsequent transfer, the transferee, for 
the period during which the real prop¬ 
erty or structures are used for a purpose 
for which the Federal financial assist¬ 
ance Is extended or for another purpose 
involving the provision of similar bene¬ 
fits. In the case of personal property 
the assurance shall obligate the recipient 
for the period during which he retains 
ownership or possession of the property. 
In all other cases the assurance shall 
obligate the recipient for the period dur¬ 
ing which Federal financial assistance is 
extended pursuant to the contract or ap¬ 
plication. The responsible Department 
official shall specify the form of the fore¬ 
going assurance for such program or 
activity, and the extent to which like as¬ 
surances will be required of subgrantees, 
contractors and subcontractors, trans¬ 
ferees. successors in Interest, and other 
participants in the program or activity. 
Any such assurance shall include pro¬ 
visions which give the United States a 
right to seek Its Judicial enforcement 

(b) Pre-existing contracts — funds not 
disbursed. In any case where a contract 
for Federal financial assistance, to carry 
out a program or activity to which this 
Part 1 applies, has been executed prior to 
the effective date of this Part 1. and the 
funds have not been fully disbursed by 
the Department, the responsible Depart¬ 
ment official shall, where necessary to 
effectuate the purposes of this Part 1. 
require an assurance similar to that pro¬ 
vided in paragraph (a) of this section as 
a condition to the disbursement of 
further funds. 

(c) Pre-existing contracts—periods 
payments. In any case where a contract 
for Federal financial assistance, to cany 
out a program or activity to which this 
Part 1 applies, has been executed prior 
to the effective date of this Part 1, and 
provides for periodic payments for the 
continuation of the program or activity. 
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the recipient shall, in connection with 
the first application for such periodic 
payments on or after the effective date 
of this Part 1, (1) submit a statement 
that the program or activity Is being 
conducted in compliance with all re¬ 
quirements imposed by or pursuant to 
this Part l, or a statement of the extent 
to which It is not, at the time the state¬ 
ment Is made, so conducted, and (2) pro¬ 
vide such methods of administration for 
the program or activity as are found by 
the responsible Department official to 
give reasonable assurance that the 
recipient will comply with all require¬ 
ments Imposed by or pursuant to this 
Part 1. or reasonable assurance that any 
noncompllance Indicated in the state¬ 
ment under clause (1) will be corrected. 

<d> Assurance* from institutions. (1) 
In the case of any application for Fed¬ 
eral financial assistance to an institution 
of higher education, the assurance re¬ 
quired by this section shall extend to 
admission practices and to all other prac¬ 
tices relating to the treatment of stu¬ 
dents. 

(2) The assurance required with re¬ 
spect to an Institution of higher educa¬ 
tion. hospital, or any other Institution, 
insofar as the assurance relates to the 
institution’s practices with respect to 
admission or other treatment of persons 
as students, patients, or clients of the 
Institution or to the opportunity to par¬ 
ticipate In the provision of services or 
other benefits to such persons, shall be 
applicable to the entire Institution unless 
the applicant establishes, to the satis¬ 
faction of the responsible Department 
official, that the institution's practices In 
designated parts or programs of the in¬ 
stitution will in no way affect Its practices 
tn the program of the Institution for 
which Federal financial assistance is 
sought, or the beneficiaries of or partici¬ 
pants In such program. If in any such 
case the assistance sought is for the con¬ 
struction of a facility or part of a facility, 
the assurance shall in any event extend 
to the entire facility and to facilities 
operated in connection therewith. 

5 1.6 Com pi inner in for inn t ion. 

<&> Cooperation and assistance. The 
responsible Department official and each 
Department official who by law or dele¬ 
gation has the principal responsibility 
within the Department for the adminis¬ 
tration of any law extending financial 
assistance subject to this Part 1 shall to 
the fullest extent practicable seek the 
cooivratioci of recipients in obtaining 
compliance with this Part 1 and shall 
provide assistance and guidance to re¬ 
cipients to help them comply voluntarily 
with this Part 1. 

<b) Compliance reports. Each recip¬ 
ient shall keep such records and submit 
to the responsible Deportment official or 
ois designee timely, complete, and ac¬ 
curate compliance reports at such times, 
snd In such form and containing such in¬ 
formation, as the responsible Depart¬ 
ment official or his designee may deter- 
to be necessary to enable him to 
•^certain whether the recipient has com¬ 
plied or Is complying with this Part 1. 
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(c) Access to sources of information . 
Each recipient shall permit access by the 
responsible Department official or his 
designee during normal business hours to 
such of its books, records, accounts, and 
other sources of information, and its fa¬ 
cilities as may be pertinent to ascertain 
compliance with this Part 1. Where any 
information required of a recipient is In 
the exclusive possession of any other 
agency. Institution, or person and this 
agency, institution, or person shall fail 
or refuse to furnish this information, 
the recipient shall so certify In its report 
and shall set forth what efforts it has 
made to obtain the information. 

(d) Information to beneficiaries and 
participants. Each recipient shall make 
available to participants, beneficiaries, 
and other Interested persons such Infor¬ 
mation regarding the provisions of this 
Part 1 and its applicability to the pro¬ 
gram or activity under which the recipi¬ 
ent receives Federal financial assistance, 
and make such information available to 
them In such manner, as the responsible 
Department official finds necessary to ap¬ 
prise such persons of the protections 
against discrimination assured them by 
the Act and this Part L 

§ 1.7 Conduct of investigation*. 

(a) Periodic compliance reviews. The 
responsible Department official or his 
designee shall from time to time review 
the practices of recipients to determine 
whether they are complying with this 
Part 1. 

(b) Complaints. Any person who be¬ 
lieves himself or any specific class of 
persons to be subjected to discrimina¬ 
tion prohibited by this Part 1 may by 
himself or by a representative file with 
the responsible Department official or his 
designee a written complaint. A com¬ 
plaint must be filed not later than 90 
days from the date of the alleged dis¬ 
crimination. unless the time for filing is 
extended by the responsible Department 
official or his designee. 

(c) Investigations . The responsible 
Department official or his designee shall 
make a prompt investigation whenever a 
compliance review, report, complaint, or 
any other information indicates a pos¬ 
sible failure to comply with this Part 1. 
The investigation should include, where 
appropriate, a review of the pertinent 
practices and policies of the recipient, 
the circumstances under which the pos¬ 
sible noncompllance with this Part 1 oc¬ 
curred. and other factors relevant to a 
determination as to whether the recipi¬ 
ent has failed to comply with this Part 1. 

(d) Resolution of matters. (1) If an 
Investigation pursuant to paragraph (c) 
of this section Indicates a failure to com¬ 
ply with this Part 1, the responsible 
Department official or his designee will so 
Inform the recipient and the matter will 
be resolved by Informal means whenever 
possible. If it has been determined that 
the matter cannot be resolved by Infor¬ 
mal means, action will be taken as pro¬ 
vided for In 8 1.8. 

(2) If an Investigation does not war¬ 
rant action pursuant to paragraph (d) 
(1) of this section the responsible 
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Department official or Ills designee will so 
inform the recipient and the complain¬ 
ant, if any. in w'rttlng. 

(e) Intimidatory or retaliatory acts 
prohibited. No recipient or other person 
shall Intimidate, threaten, coerce, or dis¬ 
criminate against any person for the 
purpose of Interfering with any right or 
privilege secured by Title VI of the Act 
of this Part 1, or because he has made a 
complaint, testified, assisted, or par¬ 
ticipated in any manner In on investiga¬ 
tion, proceeding, or hearing under this 
Part 1. The Identity of complainants 
shall be kept confidential except to the 
extent necessary to carry out the pur¬ 
poses of this Part 1. Including the con¬ 
duct of any investigation, hearing, or 
judicial proceeding arising thereunder. 

§ 1.8 Procedure for effecting compli¬ 
ance. 

(a) General. If there appears to be a 
failure or threatened failure to comply 
with tills Part I. and If the noncompll¬ 
ance or threatened noncompllance can¬ 
not be corrected by Informal means, com¬ 
pliance with this Part 1. may be effected 
by the suspension or termination of or 
refusal to grant or to continue Federal 
financial assistance, or by any other 
means authorized by law. Such other 
means may Include, but are not limited 
to, (1) a reference to the Department of 
Justice with a recommendation that ap¬ 
propriate proceedings be brought to en¬ 
force any rights of the United States 
under any law of the United 8tates (In¬ 
cluding other titles of the Act), or any 
assurance or other contractual under¬ 
taking, and (2) any applicable proceed¬ 
ing under State or local law. 

(b) Noncompliance with 8 1 .5. If an 
applicant falls or refuses to furnish an 
assurance required under 8 1.5 or other¬ 
wise falls or refuses to comply with the 
requirement imposed by or pursuant to 
that section. Federal financial assistance 
may be refused in accordance with the 
procedures of paragraph (c) of this sec¬ 
tion. The Department shall not be re¬ 
quired to provide assistance In such a case 
during the pendency of the administra¬ 
tive proceedings under such paragraph, 
except that the Department shall con¬ 
tinue assistance during the pendency of 
such proceedings where such assistance is 
due and payable pursuant to a contract 
therefor approved prior to the effective 
date of this Part 1. 

<c) Termination of or refusal to grant 
or to continue Federal financial assist¬ 
ance. No order suspending, terminat¬ 
ing. or refusing to grant or continue Fed¬ 
eral fina n cial assistance shall become 
effective until (l) the responsible 
Department official has advised the appli¬ 
cant or recipient of his failure to comply 
and has determined that compliance can¬ 
not be secured by voluntary means, <2> 
there has been an express finding on the 
record, after opportunity for hearing, 
of a failure by the applicant or recipient 
to comply with a requirement imposed by 
or pursuant to this Part 1, (3) the action 
has been approved by the Secretary, 
and (4) the expiration of 30 days after 
the Secretary has filed with the 
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committees of the House and Senate 
having legislative jurisdiction over the 
program or activity involved, a full 
written report of the circumstances and 
the grounds for such action. Any ac¬ 
tion to suspend or terminate or to refuse 
to grant or to continue Federal financial 
assistance shall be limited to the particu¬ 
lar political entity, or part thereof, or 
other recipient as to whom such a finding 
has been made and shall be limited In 
its effect to the particular program, or 
part thereof. In which such noncompli- 
ance has been so found. 

(d) Other means authorized by law . 
No action to efTect compliance by any 
other means authorized by law shall be 
taken until (1) the responsible Depart¬ 
ment official has determined that com¬ 
pliance cannot be secured by voluntary 
means, (2) the action has been approved 
by the Secretary. (3) the applicant or re¬ 
cipient has been notified of its failure to 
comply and of the action to be taken 
to effect compliance, and (4) the expira¬ 
tion of at least ten days from the mailing 
of such notice to the applicant or recip¬ 
ient During this period of at least ten 
days additional efforts shall be made to 
persuade the applicant or recipient to 
comply with this Part 1 and to take such 
corrective action as may be appropriate. 

§1.9 Hearing*. 

(a) Opportunity for hearing. When¬ 
ever an opportunity for a hearing is re¬ 
quired by ft 1.8(c), reasonable notice 
shall be given by registered or certified 
mall, return receipt requested, to the 
affected applicant or recipient. This 
notice shall advise the applicant or re¬ 
cipient of the action proposed to be 
taken, the specific provision under which 
the proposed action against it is to be 
taken, and the matters of fact or law 
asserted as the basis for this action, and 
either (1) fix a date not less than 20 
days after the date of such notice within 
which the applicant or recipient may 
request of the responsible Department 
official that the matter be scheduled for 
hearing or (2) advise the applicant or re¬ 
cipient that the matter in question has 
been set down for hearing at a stated 
time and place. The time and place so 
fixed shall be reasonable and shall be sub¬ 
ject to change for cause. The complain¬ 
ant, if any, shall be advised of the time 
and place of the hearing. An applicant 
or recipient may waive a hearing and sub¬ 
mit written information and argument 
for the record. The failure of an appli¬ 
cant or recipient to request a hearing 
under this paragraph (a) or to appear at 
a hearing for which a date has been set 
shall be deemed to be a waiver of the 
right to a hearing under section 602 of 
the Act and ft 1.8(c) of this Part 1 and 
consent to the making of a decision on 
the basis of such Information as Is 
available. 

(b) Time and place of hearing. Hear¬ 
ings shall be held at the offices of the 
Department in Washington, D.C., at a 
time fixed by the responsible Department 
official unless he determines that the 
convenience of the applicant or recipient 
or of the Department requires that an¬ 


other place be selected. Hearings shall be 
held before the responsible Department 
official or, at his discretion, before a hear¬ 
ing examiner designated In accordance 
with sections 3105 and 3344 of title 5, 
United States Code. 

(c) Right to counsel. In all proceed¬ 
ings under this section, the applicant or 
recipient and the Department shall have 
the right to be represented by counsel. 

(d> Procedures , evidence, and record. 
(1) The hearing, decision, and any ad¬ 
ministrative review thereof shall be con¬ 
ducted in conformity with 5 U.8.C. 554- 
557 and In accordance with the practice 
and procedure for hearings issued by the 
Department and published in Part 2 of 
this subtitlte relating to the conduct of 
the hearing, giving of notices subsequent 
to those provided for in paragraph (a) 
of this section, taking of testimony, ex¬ 
hibits. arguments and briefs, requests 
for findings, and other related matters. 
Both the Department and the applicant 
or recipient shall be entitled to introduce 
all relevant evidence on the Issues as 
stated in the notice for hearing or as 
determined by the officer conducting the 
hearing at the outset of or during the 
hearing. 

<2) Technical rules of evidence shall 
not apply to hearings conducted pursu¬ 
ant to this Part 1. but rules or principles 
designed to assure production of the 
most credible evidence available and to 
subject testimony to test by cross-exam¬ 
ination shall be applied where reason¬ 
ably necessary by the officer conducting 
the hearing. The hearing officer may 
exclude irrelevant, immaterial, or un¬ 
duly repetitious evidence. All docu¬ 
ments and other evidence offered or 
taken for the record shall be open to 
examination by the Agency and the ap¬ 
plicant or recipient, and opportunity 
shall be given to refute facts and argu¬ 
ments advanced on either side of the 
Issues. A transcript shall be made of 
the oral evidence except to the extent 
the substance thereof is stipulated for 
the record. All decisions shall be based 
upon the hearing record and written 
findings shall be made. 

(e) Consolidated or joint hearings . 
In cases in which the same or related 
facts with respect to two or more pro¬ 
grams or activities to which this Part 1 
applies are asserted to constitute non- 
compliance with this Part 1 or noncom- 
pllance with this Part 1 and the regu¬ 
lations of one or more other Federal 
departments or agencies issued under 
Title VI of the Act, the Secretary 
may. by agreement with such other de¬ 
partments or agencies, where applicable, 
provide for the conduct of consolidated 
or Joint hearings, and for the applica¬ 
tion to such hearings of rules of pro¬ 
cedure not Inconsistent with this Part 1. 
Final decisions In such cases, insofar as 
this Part 1 is concerned, shall be made 
in accordance with ft 1.10. 

§1.10 I)rci%toti» and notice*. 

(a) Decision by person other than the 
responsible Department official. If the 
hearing is held by a hearing examiner, 
such hearing examiner shall either make 


an initial decision, if so authorized, or 
certify the entire record including his 
recommended findings and proposed de¬ 
cision to the responsible Department offi¬ 
cial for a final decision, and a copy of 
such initial decision or certification shall 
be mailed to the applicant or recipient 
by certified or registered mail, return re¬ 
ceipt requested. Where the initial deci¬ 
sion is made by the hearing examiner, 
the applicant or recipient may, within 
the period provided for in the rules of 
procedure issued by the Department 
(Port 2 of tills subtitle). file with the 
responsible Department official his ex¬ 
ceptions to the initial decision, with his 
reasons therefor. In the absence of ex¬ 
ceptions, the responsible Department of¬ 
ficial may on his own motion within 45 
days after the initial decision serve on the 
applicant or recipient a notice that he 
will review the decision. Upon the filing 
of such exceptions or of such nolle? of 
review the responsible Department official 
shall review the initial decision and 
issue his own decision thereon including 
the reasons therefor. In the absence of 
either exceptions or a notice of review 
the initial decision shall constant** the 
final decision of the responsible Depart¬ 
ment official, in which event a copy 5hafi 
also be sent to the complainant. 

(b) Decisions on record or review by 
the responsible Department official. 
Whenever a record is certified to the re¬ 
sponsible Department official for decision 
or he reviews the decision of a hearing 
examiner pursuant to paragraph (a) of 
this section, or whenever the responsible 
Department official conducts the hearing, 
the applicant or recipient shall be given 
reasonable opportunity to file with him 
briefs or other written statements of Its 
contentions, and a copy of the firiAl deci¬ 
sion of the responsible Department offi¬ 
cial shall be given in writing to the ap¬ 
plicant or recipient, and to the complain¬ 
ant. if any. by certified or registered mail, 
return receipt requested. 

(c) Decisions on record where a hear¬ 
ing Is waived. Whenever a hearing Is 
waived pursuant to ft 1.9(a) a decision 
shall be made by the responsible Depart¬ 
ment official on the record and a copy of 
such decision shall be given in writing to 
the applicant or recipient, and to the 
complainant, if any, by certified or regis¬ 
tered mail, return receipt requested. 

(d) Rulings required. Each decision 
of a hearing examiner or responsible 
Department official shall set forth his 
ruling on each finding, conclusion, or ex¬ 
ception presented, and shall 
requirement or requirements imposed dt 
or pursuant to this Part 1 with which it 
Is found that the applicant or recipient 
has failed to comply. 

(e) Content of orders. The final de¬ 
cision may provide for suspension or 
termination of, or refusal to grant or 
continue Federal financial assistance, m 
whole or in part, under the program or 
activity Involved, and may contain suen 
terms, conditions, and other 

os are consistent with and will , 

the purposes of the Act and this Part l. 
Including provisions designed to ftS ^r 
that no Federal financial assistance wiu 
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thereafter be extended under such pro¬ 
gram or activity to the applicant or 
recipient determined by such decision to 
be in default in Its performance of an 
assurance given by it pursuant to this 
Part 1. or to have otherwise failed to 
comply with this Part 1. unless and until 
it corrects its noncompliance and satis¬ 
fies the responsible Department official 
that it will fully comply with this Part l. 

g 1.11 Judicial review. 

Action token pursuant to section 602 
of the Act Is subject to Judicial review as 
provided in section 603 of the Act. 

§ 1.12 Effect on oilier regulation*; 
form* and Instructions. 


(a) Effect on other regulations. All 
regulations, orders, or like directions 
heretofore issued by any officer of the 
Department which impose requirements 
designed to prohibit any discrimination 
against persons on the ground of race, 
color, or national origin under any pro¬ 
gram or activity to which this Part 1 ap¬ 
plies, and which authorize the suspen¬ 
sion or termination of or refusal to grant 
or to continue Federal financial assist¬ 
ance to any applicant or recipient of 
such assistance under such program or 
activity for failure to comply with such 
requirements, are hereby superseded to 
the extent that such discrimination is 
prohibited by this Part 1. except that 
nothing in this Part 1 shall be deemed 
to relieve any person of any obligation 
assumed or imposed under any such su¬ 
perseded regulation, order, instruction, 
or like direction prior to the effective 
date of this Part 1. Nothing in this Part 
1, however, shall be deemed to supersede 
any of the following (including future 
amendments thereof >: (1) Executive 
Orders 11246 and 11375 and regulations 
Issued thereunder, or (2) Executive 
Order 11063 and regulations issued 
thereunder, or any other Order, regula¬ 
tions or instructions, insofar as such 
Order, regulations, or instructions pro¬ 
hibit discrimination on the ground of 
race, color, or national origin in any pro¬ 
gram or activity or situation to which 
wus Part 1 is inapplicable, or prohibit 
discrimination on any other ground. 

<b) Forms and instructions . Each 
responsible Department official shall is¬ 
sue and promptly make available to In¬ 
terested persons forms and detailed in¬ 
structions and procedures for effectuat¬ 
ing this Part 1 as applied to programs 
activities to which this Part 1 ap¬ 
plies and for which he is responsible. 

(c) Supervision and coordination . 
The Secretary may from time to time 
jssipn to officials of the Department, or 
to officials of other departments or agen- 
cies of the Government with the consent 
department or agency, respon¬ 
sibilities in connection with the ©ffectua- 
the purposes of Title VI of the Act 
and this Part 1 (other than responsibility 
ior final decision as provided in i 1.10), 
the achievement of effective 
coordination and maximum uniformity 
Department and within the 
Executive Branch of the Government in 
Ule application of Title VI and this Part 


1 to similar programs or activities and In 
similar situations. 

Appendix A 

FEDERAL FINANCIAL ASSISTANCE OF THE DEPART¬ 
MENT OF HOUSING AND USMAN DEVELOPMENT 
TO WHICH TllIM PART 1 APPLIES 

t. Adnuio© Acquisition of Land. Sec. 704. 
Housing and Urban Development Act of 1B05. 
42 UB.C. 3104. 

2. Alaska Housing Assistance. Sec. 1004. 
Demonstration Cities and Metroplltan Devel¬ 
opment Act of 1066. 42 U.8.C 3371. 

3. Assistance to Nonprofit Sponsors of Low 
and Moderate Income Housing. Sec. 106. 
Housing and Urban Development Act of 1068. 
12 U.S.C. 1701X. 

4. College Housing Program. Title IV. 
Housing Act of 1950, 12 UB.C. 1740. 

5. Community Disposition Program. Atomic 
Energy Community Act of 1055, Secs. 11-13. 

21. 31-38, 41-43, 51-57, 61-66. 101-103, 111- 
110. 42 U5.C. 2301; R.O. 11105, 28 F.R. 3000. 

6. Comprehensive Planning Assistance and 
Comprehensive Planning Research and Dem¬ 
onstration Programs. See. 701. Housing Act of 
1054. 40 U.S.C. 461. 

7. Federal-State Training and City Plan¬ 
ning a nd U rban Studies Fellowship Programs. 
Title Vm. Housing Act of 1064. 20 UB.C. 
801-807. 

8. Home Ownership for Lower Income 
Families Sec 235. National Housing Act, 12 
U.SC. 1715a. 

0. Housing for Elderly or Handicapped Sec. 
202, Housing Act of 1050. 12 UB.C. 1701q. 

10. Loan and Grant Assistance for Plan¬ 
ning Housing Projects In Appalachia. Sec. 207, 
Appalachian Regional Development Act of 
1066, as amended. 81 8tat. 257, 40 UB.C. Ann. 
207. 

11. Low-Income Housing Demonstration 
Grant Program. Sec. 207, Housing Act of 1061, 
42 UB.C. 1436. 

12. Low-Rent Public Housing Program (In¬ 
cluding housing in private accommodations) 
United States Housing Act of 1037. 42 U8.C. 
1401. 

13. Model Cities Program. Title I, Demon¬ 
stration Cities and Metropolitan Develop¬ 
ment Act of 1006. 42 U8.C. 3301. 

14. National Flood Insurance Program. 
Title XIII. Housing and Urban Development 
Act of 1068. 42 U.8.C. 4001. 

15. Neighborhood Facilities Grants. 8ec. 
703. Housing and Urban Development Act of 
1065, 42 U.8.C. 3103. 

18. New Communities. Title IV. Housing 
and Urban Development Act of 1068, 42 U8.C. 
3901. 

17. New Technologies in the Development 
of Housing for Lower Income Families. Sec. 
108. Housing and Urban Development Act of 
1068. 12 UB.C. 1701Z. 

18. Open-Space Land. Urban BcautlficaUon, 
Historic Preservation, and Demonstrations. 
Title VII, Housing Act of 1061. 42 UB.C. 
1600-1500©. 

19. Public Facilities Liquidating Programs. 
See. generally, TiUe II of Independent Office* 
Appropriation Act of 1055, Public Law 83-428. 
12 U8.C. 1701g-5. 

20. Public Facility Loans Program. Title IT. 
Housing Amendments of 1056, 42 UBC. 
1401-1407 except 1402(a)(2), Assistance for 
Mass Transportation Facilities and Equip¬ 
ment (transferred to Secretary of Transpor¬ 
tation by Reorganization Plan No. 2 of 1068, 
33 FR. 6065). 

21. Public Works Acceleration Act Program. 
Public Works Acceleration Act. 42 U3.C. 2641. 

22. Public Works Planning Advances. Sec. 
702. Housing Act of 1054, 40 D3.C. 462. 

23. Rehabilitation Loan Program. 8ec. 312, 
Housing Act of 1064, 42 U3.C. 1452. 

24 Rem Supplement Program. Sec. 101, 
Housing and Urban Development Aet of 1065, 
12 U.8.C. 1701s. 


25. Rental and Cooperative Housing for 
Lower Income Families. Sec. 236. NaUonal 
Housing Act. 12 UB.C. 17l5a~l. 

26. Special Assistance Functions. Sec. 305, 
NaUonal Housing Act, 12 UB.C. 1720, Includ¬ 
ing purchase of below market Interest rate 
mortgages insured by FHA under secUon 
221(d)(3), NaUonal Housing Act, 12 UB.C. 
17151(d) (3). 

27. Urban Information and Technical As¬ 
sistance Services Title IX. DemonstraUon 
Cities and Metropolitan Development Act of 
1066. 42 UB.C. 3351-3356. 

28 Urban Mass TransportaUon Programs 
(Research, Development and Demonstration 
Projects: Grants for Technical Studies; 
Grants for Research and Training). Sections 
6(a). 9. and I! of the "Urban Mass Trans- 
portntlon Act of 1064. as amended;" Re¬ 
organisation Plan No. 2 of 1068, 33 PH. 6065: 
40 UB.C. 1605(a), 1607(a). 1607(o). 

20. Urban Renewal Demonstration Grant 
Program. Sec. 314. Housing Act of 1054, 42 
UB.C. 1452a. 

30. Urban Renewal Program (Urban Re¬ 
newal Projects and Neighborhood Develop¬ 
ment Programs, Code Enforcement Programs, 
Demolition Programs. Rehabilitation Grants, 
Interim Assistance Grants, and Community 
Renewal Programs). Title I, Housing Act of 
1049. 42 UB.C. 1450. 

31. Urban Research and Technology. Title 
III. Housing Act of 1048. 12 UB.C. 1701e, 
1701f; sec 602. Housing Act of 1058. 12 UB.C. 
1701d-3; and secs. 1010 and 1011, Demonstra¬ 
tion Cities and Metropolitan Development 
Act of 1066. 42 UBC. 3372 and 3373. 

32. Water and Sewer Foci 11 Ur* Grants Sec. 
702, Housing and Urban Development Act of 
1065. 42 UB C. 3102, 

PART 2—PRACTICE AND PROCEDURE 
FOR HEARINGS UNDER PART 1 OF 
THIS SUBTITLE 

Subpart A — General Information 

2.1 Scope of rules. 

2.2 Records to be public. 

2.3 Use of gender and number. 

2.4 Suspension of rules. 

Subpart B—Appearance and Proctlce 

2.11 Appearance. 

2.12 Authority for representation. 

2.13 Exclusion from hearing for miscon¬ 

duct. 

Subpart C —Parties 

2.31 Parties; General Counsel a party. 

2.22 Amici curiae. 

2.23 Complainants not parties. 

Subpart D — Perm, Execution, Service and Filing of 
Documents 

2-31 Form of documents to be filed. 

2.32 Signature of document#. 

2.33 Filing and service. 

2.34 8ervlce—how made. 

2.36 Date of service, 

2.36 CerUflcate of service. 

Subport E—Time 

2.41 Computation. 

2.42 Extension of time or postponement. 

2.43 ReducUon of time to file documents. 

Subpart F — Proceedings Prior to Hearing 

2.51 NoUce of hearing or opportunity for 

hearing. 

2.52 Answer to noUce. 

2-53 Amendment of notice or answer. 

2.64 Request for hearing. 

2.55 Consolidation. 

2.56 Motions. 

2.57 Responses to motions and petlUona. 

2.68 Disposition of moUons and petitions. 
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Sob put G— i«fpon%»bUlt{*« and Duti«* of 

Pratkfing Officer 

2.61 Who prcsJds*. 

2.02 Destination of hearing examiner. 

2.69 Authority of presiding omeer. 

Sub port M—Mooring Procedure* 

271 Statement* of portions and trial 
briefs. 

2.72 Evidentiary purpose. 

2.79 Testimony. 

2.74 Exhibit*. 

2.75 Affidavits. 

2.76 Depositions. 

2.77 Admissions os to facts and documents. 

2.78 Evidence. 

3.70 Gross-examination. 

2 80 Dnsponaared written materlsl. 

2.81 Obj oa f^ n s. 

2 83 Exceptions to rulings at presiding offi¬ 
cer unnecessary. 

2 83 Official notice. 

2.84 Public document Items. 

2.85 Offer of proof. 

2.86 Appeals from ruling of presiding 

officer. 

Sub pari I—The Record 

231 Official transcript. 

232 Record for decision. 

Subparl J—Poithearing Procedure*, Dorltlon* 

2.101 Poath earing briefs: proposed findings 

and conclusions. 

2.102 Decisions following bearing. 

2.105 Exceptions to initial or recommended 

decisions. 

2.104 Final decisions. 

2.106 Oral argument to the responsible 

Department official. 

2.106 Service on amid curias. 

Sub pari K—JvdkJol Standard* of Practice 

2.111 Conduct. 

2.112 Improper conduct. 

2.113 Ex ports communications. 

2.114 Expeditious treatment. 

2.115 Matters not prohibited. 

2.116 Filing of ex ports communication* 

Subpart L—Poittermfnatlon Proceeding* 

2.121 Poettermlnation proceedings. 

Svbpart M—Definition* 

2.131 Definitions. 

Aumoamr: The provisions of this Part 2 
Issued under sec. 602. 78 Stat. 252. 42 U8.C. 
200Gd 1; sec. 7(d). 70 8lst. 670. 42 UJ5.0. 
3535(d); and the laws listed In Appendix A 
to Part I. 

Subpart A—General Information 
§ 2.1 Scope of rule*. 

The rales of procedure in this Part 2 
supplement Part 1 of this title and govern 
the practice for hearings, decisions, and 
administrative review conducted by the 
Department of Housing and Urban 
Development, Including each of Its 
organizational units, pursuant to Title VI 
of the Civil Rights Act of 1964 (sec. 602, 
42 U.S.C. 2000d-l) and Part 1 of tills 
title. 

g 2 J2 Records to be public. 

All pleadings, correspondence, exhibits, 
transcripts of testimony, exceptions, 
briefs, decisions, and other documents 
filed in the docket in any proceeding may 
be inspected and copied in the office of 
the Civil Rights docket clerk during 


regular business hours. Inquiries may be 
addressed to the Civil Rights docket 
clerk. Department of Housing and Urban 
Development, Washington, D.C. 20410. 

g 2.3 Use of gender sud number. 

As used In this part, words importing 
the singular number may extend and be 
Applied to several persons or things, and 
vice versa. Words importing the mascu¬ 
line gender may be applied to females or 
organizations. 

g 2*4 Suspension of rules. 

The responsible Department official 
with respect to pending matters may 
modify or waive any rule in this part 
upon his determination that no party 
will be unduly prejudiced and the ends 
of justice will thereby be Berved, and 
upon notice to all parties. 

Subpart B—Appearance and Practice 
§ 2.11 Appearance. 

A party may appear In person or by 
counsel and participate fully In any pro¬ 
ceeding. A BUite agency or any Instru¬ 
mentality thereof, a political subdivision 
of the State or instrumentality thereof, 
or a corporation may appear by any of 
its officers or employees duly authorized 
to appear on Us behalf. Counsel must be 
member* In good standing of the bar of 
any State, Territory, or possession of the 
United 8 to tea or of the District of Colum¬ 
bia or the Commonwealth of Puerto Rico. 

g 2.12 Authority for rcprrsrtiUtion. 

Any individual acting In a representa¬ 
tive capacity in any proceeding may be 
required to show his authority to act In 
such capacity. 

g 2.13 Exclusion from hearing for mis¬ 
conduct. 

Disrespectful, disorderly, or contuma¬ 
cious language or contemptuous conduct, 
refusal to comply with directions, or 
continued use of dilatory tactics by any 
person at any hearing before a presiding 
officer shall constitute grounds for im¬ 
mediate exclusion of such person from 
the hearing by the presiding officer. 

Sub part C—Parties 
g 2.21 Parties; General Counsel s party. 

(a) The term party shall Include an 
applicant or recipient or other person 
with respect to whom a notice of hearing 
or opportunity for hearing has been 
served naming him as respondent. 

(b) The General Counsel of the De¬ 
partment of Housing and Urban Devel¬ 
opment shall be deemed a party to all 
proceedings. 

§ 2.22 Amid curlsc. 

(a) Any interested person or organisa¬ 
tion may file a petition to participate In 
a proceeding as an amicus curiae. Such 
petition shall be filed prior to the pre- 
hearing conference or, if none is held, 
before the commencement of the hearing, 
unless the petitioner shows good cause 
for filing the petition later. The presid¬ 
ing officer may grant the petition if he 
finds that the petitioner has a legitimate 


interest in the proceedings, and that such 
participation will not unduly delay the 
outcome and may contribute materially 
to the proper disposition thereof. An 
amicus curiae is not a party and may not 
Introduce evidence at a hearing. 

(b) An amicus curiae may submit a 
statement of position to the presiding of¬ 
ficer prior to the beginning of a hearing, 
and shall serve a copy on each party. 
The amicus curiae may submit a brief 
on each occasion a decision is to be made 
or a prior decision is subject to review. 
His brief shall be filed and served on 
each party within the time limits appli¬ 
cable to the party whose position he 
deems himself to support; or if he does 
not deem himself to support the position 
of any party, within the longest time 
limit applicable to any party at that par¬ 
ticular stage of the proceedings. 

(c) When all parties have completed 
their initial examination of a wittier 
any amicus curiae may request the pre¬ 
siding officer to propound specific ques¬ 
tions to the witness. The presiding officer, 
in his discretion, may grant any such re¬ 
quest if he believes the proposed addi¬ 
tional testimony may assist material? 
in elucidating factual matters at l*w 
between the parties and will not expand 
the Issues. 

§ 2.23 Complainants not parties. 

A person submitting a complaint pur¬ 
suant to f 1.7(b) of this title Is not a 
party to the proceedings governed by 
this part, but may petition, after pro¬ 
ceedings are Initiated, to become an 
amicus curiae. In any event a complain¬ 
ant shall be advised of the time and 
place of the hearing. 

Subpart D—Form, Execution, Service 
and Filing of Documents 
§ 2.31 Form of documents to be filed. 

Documents to be filed under the rule* 
In this part shall be dated, the original 
signed In ink. shall show the docket de¬ 
scription and title of the proceeding and 
the title, if any. and address of the sig¬ 
natory. Copies need not be signed, but 
the name of the person signing the orig¬ 
inal shall be reproduced. Documents 
shall be legible and shall not be more 
than 8& inches wide and 12 inches long. 

g 2.32 Signature of documents. 

The signature of a party, authored 
officer, employee or attorney constitutes 
a certificate that he has read the docu¬ 
ment, that to the best of his knowledge, 
information, and belief there is good 
ground to support it. and that it is not 
interposed for delay. If a document Is not 
signed or Is signed with Intent to defeat 
the purpose of this section, it may bo 
stricken as sham and false and the pro¬ 
ceeding may proceed as though the doc¬ 
ument had not been filed. Similar action 
may be taken If scandalous or indecent 
matter is inserted, 
g 233 Filing and service. 

All notices by the responsible Depart¬ 
ment official or the presiding officer, and 
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*n written motions, requests, peti¬ 
tions. memoranda, pleadings, exceptions, 
briefs, decisions, and correspondence to 
the responsible Department official or 
the presiding officer from a party, or vice 
versa, relating to a proceeding after its 
commencement shall be filed and served 
on all parties. Parties shall supply the 
original and two copies of documents 
submitted for filing. Filings shall be 
made with the Civil Rights docket clerk 
at the address stated in the notice of 
hearing or notice of opportunity for 
hearing, during regular business hours. 
Regular business hours are every Mon¬ 
day through Friday (legal holidays In 
the District of Columbia excepted) from 
8:45 am. to 5:15 pm., es.t. or d*.t., 
whichever Is effective In the District of 
Columbia at the time. Originals only of 
exhibits and transcripts of testimony 
need be filed. For requirements of serv¬ 
ice on amici curiae, see I 2.107. 

§ 2.34 Smicf—how made. 

Service shall be made by personal de¬ 
livery of one copy to each person to be 
served or by registered or certified mall, 
return receipt requested, properly ad¬ 
dressed with postage prepaid. When a 
party or amicus has appeared by at¬ 
torney or other representative, service 
upon such attorney or representative will 
be deemed sendee upon the party or 
amicus. Documents served by mall pref¬ 
erably should be mailed in sufficient time 
to reach the addressee by the date on 
which the original is due to be filed, and 
should be air mailed If the addressee Is 
more than 300 miles distant. 

g 2.35 Dale of service. 

The date of service shall be the day 
when the matter Is deposited in the U.S. 
mail or is delivered in person, except that 
the date of sendee of the Initial notice of 
bearing or opportunity for hearing shall 
be the date of its delivery, or of its at¬ 
tempted delivery if refused. 

S 2.36 Certificate of «ervice. 

The original of every document filed 
and required to be served upon parties to 
a proceeding shall be endorsed with a 
certificate of service signed by the party 
making service or by his attorney or rep¬ 
resentative, stating that such service has 
been made, the date of sendee, and the 
manner of sendee, whether by mall or 
personal delivery. 

Subpart E—Time 
§ 2.41 Computation* 

In computing any period of time un¬ 
der the rules In this part or In an order 
teued hereunder, the time begins with 
the day following the act, event, or de¬ 
fault. and Includes the last day of the 
Period, unless it is a Saturday, Sunday, 
or legal holiday observed In the District 
of Columbia, in which event it Includes 
Jh* next following business day. When 
w Period of time prescribed or allowed 
k less than 7 days. Intermediate Satur¬ 
days, Sundays, and legal holidays shall 
** ^eluded from the computation. 


§ 2.42 Extenilon of time or poMponc- 
mtnL 

Requests for extension of time should 
be served on all parties and should set 
forth the reasons for the application. 
Applications may be granted upon a 
showing of good cause by the applicant. 
From the designation of a presiding of¬ 
ficer until the Issuance of his decision, 
such requests should be addressed to him. 
Answers to such requests are permitted if 
made promptly. 

g 2.43 Reduction of time to file docu¬ 
ment*. 

For good cause, the responsible De¬ 
partment official with respect to pending 
matters may reduce any time limit pre¬ 
scribed by the rules In this part, except 
as provided by law or in Part 1 of this 
title. 

Subpart F—Proceedings Prior to 
Hearing 

§ 2.51 Notice of hearing or opportunity 
for hearing. 

Proceedings are commenced by mail¬ 
ing a notice of hearing or opportunity 
for hearing to an affected applicant or 
recipient, pursuant to this part. 

g 2.52 Answer to notice. 

The respondent, applicant, or recipient 
may file an answer to the notice within 
20 days after service thereof. Answers 
shall admit or deny specifically and In 
detail each allegation of the notice, un¬ 
less the respondent party Is without 
knowledge. In which case his answer 
should so state, and the statement will 
be deemed a denial. Allegations of fact 
in the notice not denied or controverted 
by answer shall be deemed admitted. 
Matters alleged as affirmative defenses 
shall be separately stated and numbered. 
Failure of the respondent to file an an¬ 
swer within the 20-day period following 
service of the notice may be deemed an 
admission of all matters of fact recited in 
the notice. 

g 2.53 Amendment of notice or answer. 

The General Counsel may amend the 
notice of hearing or opportunity for 
hearing once as a matter of course before 
an answer thereto Is served, and each 
respondent may amend his answer once 
os a matter of course not later than 10 
days before the date fixed for hearing 
but In no event later than 20 days from 
the date of service of his original answer. 
Otherwise a notice or answer may be 
amended only by leave of the presiding 
officer. A respondent shall file his answer 
to an amended notice within the time 
remaining for filing the answer to the 
original notice or within 10 days after 
service of the amended notice, whichever 
period may be the longer, unless the pre¬ 
siding officer otherwise orders, 
g 2.54 Request for hearing. 

Within 20 days after service of a notice 
of opportunity for hearing which does 
not fix a date for hearing, the respondent, 
either in his answer or In a separate 


document, may request a hearing. Fail¬ 
ure of the respondent to request a hear¬ 
ing shall be deemed a waiver of all right 
to a hearing and to constitute his con¬ 
sent to the making of a decision on the 
basis of such information as is available. 

§ 2.55 Consolidation. 

The responsible Department official 
may provide for proceedings In the De¬ 
partment to be Joined or consolidated for 
hearing with proceedings in other Fed¬ 
eral departments or agencies, by agree¬ 
ment with such other departments or 
agencies. All parties to any proceeding 
consolidated subsequently to service of 
the notice of hearing or opportunity for 
hearing shall be promptly served with 
notice of such consolidation. 

§ 2.56 Motion*. 

Motions and petitions shall state the 
relief sought, the authority relied upon, 
and the facts alleged. If made before or 
after the hearing, these matters shall be 
in writing. If made at the hearing, they 
may be stated orally: but the presiding 
officer may require that they be reduced 
to writing and filed and served on all 
parties in the same manner as a formal 
motion. Motions, answers, and replies 
shall be addressed to the presiding offi¬ 
cer. A repetitious motion will not be en¬ 
tertained. 

g 2.57 Rc*pon«c* to motion* and peti¬ 
tion*. 

Within 8 days after a written motion 
or petition is serv ed, or such other period 
as the responsible Department official or 
the presiding officer may fix, any party 
may file a response thereto. An Imme¬ 
diate oral response may be made to an 
oral motion. 

g 2.58 Disposition of motion* and peti¬ 
tion*. 

The responsible Department official or 
the presiding officer may not sustain or 
grant a written motion or petition prior 
to expiration of the time for filing re¬ 
sponses thereto, but may overrule or deny 
such motion or petition without awaiting 
response: Provided. hoicevcr. That pre- 
hearing conferences, hearings, and deci¬ 
sions need not be delayed pending dis¬ 
position of motions or petitions. Oral 
motions and petitions may be ruled on 
immediately. Motions and petitions sub¬ 
mitted to the presiding officer or the 
responsible Department official, respec¬ 
tively, not disposed of in separate rulings 
or In their respective decisions will be 
deemed denied. Oral argument *haii not 
be held on written motions or petitions 
unless the presiding officer in his discre¬ 
tion expressly so orders. 

Subpart G—Responsibilities and 
Duties of Presiding Officer 
8 2.61 Who preside*. 

A presiding officer shall preside over 
all proceedings held under this part, 
g 2.62 Designation of hearing examiner. 

The designation of a hearing exam¬ 
iner as presiding officer shall be In 
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writing, and specify whether the 

examiner la to make an init i al decision 
or to certify the entire record. Including 
hla recommended findings and proposed 
decision, to the responsible Department 
and may also fix the time and 
place of hearing. A copy of such desig¬ 
nation shall be served on all parties. 
After service of the designation of a 
hearing examiner to preside, and until 
such examiner makes his decision, mo¬ 
tions and petitions shall be submitted to 
him. In the case of the death, illness, 
disqualification, or unavailability of tha 
designated healing examiner, another 
hearing examiner may be designated to 
take his place. 

§ 2.63 Authority of presiding officer. 

The presiding officer shall have the 
duty to conduct a fair hearing, to take 
all necessary action to avoid delay, and 
to maintain order. He shall have all 
powers necessary to these ends. Includ¬ 
ing (but not limited to) the power to: 

(a) Arrange and Issue notice of the 
date, time, and place of hearings or. 
upon due notice to the parties, change 
the date. time, and place of hearings 
previously seL 

(b) Hold conferences to settle, sim¬ 
plify. or fix the Issues in a proceeding, or 
to consider other matters that may aid 
in the expeditious disposition of the 
proceeding. 

(c) Require parties and amici curiae 
to state their position with respect to the 
various issues In the proceeding. 

(d) Administer oaths and affirma¬ 
tions. 

(e) Rule on motions and other pro¬ 
cedural items on matters pending before 

him 

(t) Regulate the course of the hear¬ 
ing and the conduct of counsel therein. 

(g) Examine witnesses and direct 
witnesses to testify. 

(h) Receive, rule on. exclude, or 
limit evidence. 

(i) Fix the time for filing motions, 
petitions, briefs, or other items In mat¬ 
ters pending before him. 

(J) Issue Initial or recommended de¬ 
cisions. or final decisions where the re¬ 
sponsible Department official presides. 

Ck) Take any action authorized by 
the rules in this part or In conformance 
with the provisions of 5 UJ3.C. 551-659 
(the Administrative Procedure Act). 

Subpart H—Hearing Procedures 

§ 2.71 Statement* of position* and trial 
brief*. 

The presiding officer may require 
parties and amici curiae to file written 
statements of position prior to the be¬ 
ginning of a hearing, to submit trial 
briefs, and to participate In conferences 
to settle, simplify, or fix the Issues in a 
proceeding. 

g 2.72 Evidentiary purpose. 

(a) The hearing Is directed to receiv¬ 
ing factual evidence and expert opinion 
testimony related to the Issues in the 
proceeding. Argument will not be received 
in evidence; rather it should be presented 
In statements, memoranda, or briefs, as 
determined by the presiding officer. 


Brief opening statements, which s h al l 
be limited to statement of the party's 
position and what he Intends to prove, 
may be made at hearings. 

(to) Hearings for the reception of 
evidence wtfl be held only In cases where 
Issues of fact must be resolved In order 
to determine whether the respondent has 
failed to comply with one or more appli¬ 
cable requirements of Part 1 of this title. 
In any case where It appears from the 
respondent's answer to the notice of 
hearing or opportunity for hearing, 
from his failure timely to answer, or 
from his admissions or stipulations in the 
record, that there are no matters of 
material fact In dispute, the presiding 
officer may enter an order so finding, 
vacating the hearing date if one has been 
set. and fixing the time for filing briefs 
under 9 2.101. Thereafter the proceedings 
shall go to conclusion in accordance 
with Subpart J of this part. The presiding 
officer may allow an appeal from such 
order In accordance with 9 2.80. 

§ 2.73 Testimony. 

Testimony shall be given orally under 
oath or affirmation by witnesses at the 
hearing; but the presiding officer, in his 
discretion, may require or permit that the 
direct testimony of any witness be pre¬ 
pared In writing and served on all parties 
in advance of the hearing. Such testi¬ 
mony may be adopted by the witness 
at the hearing and filed as part of the 
record thereof. Unless authorized by the 
presiding officer, witnesses will not be 
permitted to read prepared testimony 
into the record. Except as provided in 
If 2.75 and 2.76. witnesses shall be avail¬ 
able at the hearing for cross-examina¬ 
tion, 

§ 2.74 Exhibit*. 

Proposed exhibits shall be exchanged 
at the prehearing conference, or other¬ 
wise prior to the hearing if the presiding 
officer so requires. Proposed exhibits not 
so exchanged may be denied admission 
as evidence. The authenticity of all pro¬ 
posed exhibits exchanged prior to hear¬ 
ing will be deemed admitted unless writ¬ 
ten objection thereto Is filed prior to 
the hearing or unless good cause Is 
shown at the hearing for failure to file 
such written objection. 

§ 2.75 Affidavit*. 

An affidavit Is not Inadmissible as such. 
Unless the presiding officer fixes other 
time periods, affidavits shall be filed and 
served on the parties not later than 15 
days prior to the hearing; and. not less 
than 7 days prior to hearing, a party may 
file and serve written objection to any 
affidavit on the ground that he believes 
it necessary to test the truth of assertions 
therein at hearing. In such event the 
assertions objected to will not be received 
in evidence unless the affiant is made 
available for cross-examination, or the 
presiding officer determines that cross- 
examination Is not necessary for the 
full and true disclosure of facts referred 
to In such assertions. Notwithstanding 
any objection, however, affidavits may be 
considered in the case of any respondent 
who waives a hearing. 


g 2.76 Deposition*. 

Upon such terms as the presiding offi¬ 
cer determines to be just, and for the 
convenience of the parties or of the De¬ 
partment. the presiding officer may au¬ 
thorize or direct the testimony of any 
witness to be taken by deposition. 

| 2.77 Admlmaion* a* to fact* and doc¬ 
uments. 

Not later than 15 days prior to the 
scheduled date of the hearing except for 
good cause shown, or prior to such earlier 
date as the presiding officer may order, 
any party may serve upon an opposing 
party a written request for the admission 
of the genuineness and authenticity of 
any relevant documents described In and 
exhibited with the request, or for the 
admission of the truth of any relevant 
matters of fact stated In the reqiust 
Each of the matters of which an admis¬ 
sion Is requested shall be deemed ad¬ 
mitted unless within a period designated 
In the request (not less than 10 days after 
service thereof, or within such further 
time as the presiding officer may allow 
upon motion and notice) the party to 
whom the request is directed serves upon 
the requesting party a sworn statement 
either denying specifically the matters of 
which an admission Is requested or set¬ 
ting forth in detail the reasons why he 
cannot truthfully either admit or deny 
such matters. Copies of requests for ad¬ 
mission and answers thereto shall be 
served on all parties. Any admbwl n 
made by a party to such request Is only 
for the purposes of the pending proof¬ 
ing. or any proceeding or action Institu¬ 
ted for the enforcement of any order 
entered therein, and shall not constitute 
an admission by him for any other pur¬ 
pose or be used against him In any other 
proceeding or action. 

§ 2.78 Evidence. 

Irrelevant, Immaterial, unreliable, and 
unduly repetitious evidence will be 
excluded. 

g 2.79 Oo**-cxaxxun*t>oti. 

A witness muy be cross-examined on 
any matter material to the proceeding. 

g 2.80 Un*pon*orcd written material. 

Letters expressing views or urging ac¬ 
tion and other unsponsored written ma¬ 
terial regarding matters in Issue in s 
hearing wUl be placed in the correspond¬ 
ence section of the docket of the pro¬ 
ceeding. These data are not deemed port 
of the evidence or record In the hearing. 

§2.81 Objection*. 

Objections to evidence shall be timely 
and briefly state the ground relied upon. 

§ 2.82 Exception* to ruling* of piwriding 
officer unnecessary* 

Exceptions to rulings of the presiding 
officer are unnecessary. It Is sufficient 
that a party, at the time the ruling of the 
presiding officer is sought, makes known 
the action which he desires the pres!dins 
officer to take, or his objection to an ac¬ 
tion taken, and his grounds therefor. 
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§ 2.83 Offirial notice. 

Where official notice la taken or la to 
be taken of a material fact not appearing 
In the evidence of record, any party, on 
timely request, shall be afforded an op¬ 
portunity to show the contrary. 

§ 2.84 Public document item*. 

Whenever there Is offered <in whole or 
In part) a public document, such as an 
cfftniRi report, doclsion, opinion, or pub¬ 
lished sc ien tific or economic statistical 
data Issued by any of the executive 
departments <or their subdivisions) , 
legislative agencies or committees, or 
administrative agencies of the Federal 
Government (including Government- 
owned corporations). or a similar docu¬ 
ment Issued by a State or Its agencies, 
and such document (or part thereof) has 
been shown by the offeror to be reason¬ 
ably available to the public, such docu¬ 
ment need not be produced or marked 
for Identification, but may be offered for 
official notice, as a public document Item 
by specifying the document or relevant 
part thereof. 

§ 2.85 Offer of proof. 

An offer of proof made In connection 
with an objection taken to any ruling of 
the presiding officer rejecting or exclud¬ 
ing proffered oral testimony shall consist 
of a statement of the substance of the 
evidence which counsel contends would 
be adduced by such testimony; and. If 
the excluded evidence consists of evi¬ 
dence In documentary or written form or 
of reference to documents or records, a 
copy of such evidence shall be marked 
for Identification and shall accompany 
the record as the offer of proof. 

{ 2.86 Appeal* from ruling of presiding 
officer. 

Rulings of the presiding officer may 
not be appealed to the responsible 
Department official prior to hla consid¬ 
eration of the entire proceeding except 
with the consent of the presiding officer 
and where he certifies on the record or 
In writing that the allowance of an 
Interlocutory appeal Is clearly necessary 
to prevent exceptional delay, expense, or 
prejudice to any party, or substantial 
detriment to the public Interest. If an 
appeal Is allowed, any party may file a 
brief with the responsible Department 
official within such period as the presid¬ 
ing officer directs. No oral argument will 
be heard unless the responsible Depart¬ 
ment official directs otherwise. At any 
time prior to submission of the proceed¬ 
ing to him for decision, the responsible 
Department official may direct the pre¬ 
siding officer to certify any question or 
the entire record to him for decision. 
Where the entire record is so certified, 
the presiding officer shall recommend a 
decision. 

Subpart I—The Record 
§ 2.91 Official transcript. 

The Department will designate the 
official reporter for all hearings. The offi¬ 
cial transcripts of testimony taken, 
together with any exhibits, briefs, or 


memoranda of law filed therewith shall 
be filed with the Department Tran¬ 
scripts of testimony In hearings may be 
obtained from the official reporter by the 
parties and the public at rates not to 
exceed the maximum rates fixed by the 
contract between the Department and 
the reporter. Upon notice to all parties, 
the presiding officer may authorize cor¬ 
rections to the transcript which Involve 
matters of substance. 

§ 2.92 Record for «leci»ion. 

The transcript of testimony, exhibits, 
and all papers and requests filed In the 
proceedings, except the correspondence 
section of the docket. Including rulings 
and any recommended or initial decision 
shall constitute the exclusive record for 
decision. 

Subpart J—Posfhoaring Procedures, 
Decisions 

§2.101 Po*thcnr*ng briefs* proposed 
finding* and conclusion*. 

(ft) The presiding officer shall fix the 
time for filing posthearing briefs, which 
may contain proposed findings of fact 
and conclusions of law and. if permitted, 
reply briefs. 

(b) Briefs should include a summary 
of the evidence relied upon, together 
with references to exhibit numbers and 
pages of the transcript, with citations of 
the authorities relied upon. 

§ 2.102 Decisions following hearing. 

When the time for submission of post¬ 
hearing briefs has expired, the presiding 
officer, if the responsible Department of¬ 
ficial. shall make a final decision. If the 
presiding officer is a hearing examiner, 
he shall certify the entire record. Includ¬ 
ing his recommended findings and pro¬ 
posed decision, to the responsible De¬ 
partment official or. if so authorized, 
shall make an Initial decision. A copy 
of the recommended findings and pro¬ 
posed decision, or of the initial decision, 
shall be served upon all parties, and 
amid, if any. 

§ 2.103 Exceptions lo initial or recom¬ 
mended decisions. 

Within 30 days after the mailing of an 
initial or recommended decision, any 
party may file exceptions to the decision, 
stating reasons therefor, with the re¬ 
sponsible Department official. Any other 
party may file a response thereto within 
45 days after the mailing of the decision. 
Upon the filing of such exceptions, the 
responsible Department official shall re¬ 
view the decision and issue his decision 
thereon. 

§2.104 Final decision*. 

(a) The responsible Department offi¬ 
cial shall make the final decision in all 
proceedings under this part after expira¬ 
tion of all applicable time limits provided 
in $ 2.101 or t 2.103. 

(b) Where the hearing is conducted 
by a hearing examiner who makes an 
Initial decision. If no exceptions thereto 
are filed within the 30-day period speci¬ 
fied In I 2.103, such Initial decision shall 


become the final decision of the respon¬ 
sible Department official upon his ap¬ 
proval thereof and shall constitute 
"final agency action" within the mean¬ 
ing of 5 U.S.C. 704 (formerly section 10 

(c) of the Administrative Procedure 
Act). subject to the provisions of para¬ 
graph (c) of this section. 

<c) Where the final decision of the 
responsible Department official does not 
provide for the suspension or termina¬ 
tion of, or the refusal to grant or con¬ 
tinue. Federal financial assistance or the 
Imposition of any other sanction. It is an 
"order" within the meaning of 5 U.8.C. 
551(6) (formerly section 2(d) of the Ad¬ 
ministrative Procedure Act) and shall 
constitute "final agency action" within 
the meaning of 5 U.8.C. 704 (formerly 
section 10(c) of the Administrative 
Procedure Act). When such final deci¬ 
sion of the responsible Department offi¬ 
cial (other than the Secretary) does pro¬ 
vide for suspension or termination of, 
or the refusal to grant or continue. Fed¬ 
eral financial assistance or the imposi¬ 
tion of any other sanction, such decision 
shall not constitute an "order" or "final 
agency action" until approved by the 
Secretary. 

(d) All final decisions shall be prompt¬ 
ly served on all parties, and amici, if any. 

§ 2.105 Oral argument to the respon¬ 
sible Department official. 

(a) If any party desires to argue a 
case orally on exceptions or replies to 
exceptions to an Initial or recommended 
decision, or upon review on initiative of 
the responsible Department official, he 
shall make such request in writing. The 
responsible Deportment official may 
grant or deny such requests in his dis¬ 
cretion. If granted, he will serve notice 
of oral argument on all parties. The no¬ 
tice will set forth the order of presenta¬ 
tion. the amount of time allotted, and 
the time and place for argument. The 
names of persons who will argue should 
be filed with the Civil Rights docket clerk 
not later than 7 days before the date set 
for oral argument. 

(b) The purpose of oral argument is to 
emphasire rind clarify the written argu¬ 
ment In the briefs. Reading at length 
from the brief or other texts is not fa¬ 
vored. Participants should confine their 
arguments to points of controlling im¬ 
portance and to points upon which ex¬ 
ceptions have been filed. Consolidation 
of appearances at oral argument by par¬ 
ties taking the same side will permit the 
parties' interests to be presented more 
effectively in the time allotted. 

(c) Pamphlets, charts, and other writ¬ 
ten material may be presented at oral 
argument only If such material is limited 
to facts already in the record and Is 
served on all parties and filed with the 
Civil Rights docket clerk at least 7 days 
before the argument. 

§ 2.106 Scrvtrr on amici curiae. 

All briefs, exceptions, memoranda, re¬ 
quests, and decisions referred to in this 
Subpart J shall be served upon amici 
curiae at the same times and in the same 
manner required for service on parties. 
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Any written statements of position and 
trial briefs required of parties under 
ft 2.71 shall bo served on amici. 

Subpart K—Judicial Standards of 
Practice 

§2.111 Conduct. 

Parties and their representatives are 
expected to conduct themselves with 
honor and dignity and observe judicial 
standards of practice and ethics in all 
proceedings. They should not Indulge in 
offensive personalities, unseemly wran¬ 
gling. or intemperate accusations or 
characterizations. A representative of 
any party whether or not a lawyer shall 
observe the traditional responsibilities of 
lawyers as officers of the court and use 
his best efforts to restrain his client from 
Improprieties In connection with a pro¬ 
ceeding. 

§2.112 Improper conduct. 

With respect to any proceeding It Is 
improper for any interested person to 
attempt to sway the Judgment of the 
responsible Department official by under¬ 
taking to bring pressure or influence to 
bear upon any officer having a respon¬ 
sibility for a decision in the proceeding, 
or his staff. It is improper that such in¬ 
terested persons or any members of the 
Department’s staff or the presiding offi¬ 
cer give statements to communications 
media, by paid advertisement or other¬ 
wise. designed to influence the judgment 
of any officer having responsibility for a 
decision in the proceeding, or his staff. It 
is improper for any person to solicit com¬ 
munications to any such officer, or his 
staff, other than proper communications 
by parties or amici curiae. 

§ 2.113 Ex parte communication*. 

Only persons employed by or assigned 
to work with the responsible Department 
official who perform no investigative or 
prosecuting function in connection with 
a proceeding shall communicate ex parte 
with the responsible Department official, 
or the presiding officer, or any employee 
or person involved in the decisional proc¬ 
ess in such proceedings with respect to 
the merits of that or a factually related 
proceeding. The responsible Department 
official, the presiding officer, or any em¬ 
ployee or person involved In the deci¬ 
sional process of a proceeding shall com¬ 
municate ex parte with respect to the 
merits of that or a factually related pro¬ 
ceeding only with persons who are em¬ 
ployed by or assigned to work with them 
and who perform no investigative or 
prosecuting function in connection with 
the proceeding. 

§ 2.111 Expedition* treatment. 

Requests for expeditious treatment of 
matters pending before the responsible 
Department official or the presiding of¬ 
ficer are deemed communications on the 
merits, and are improper except when 
forwarded from parties to a proceeding 
and served upon all other parties thereto. 
Such communications should be in the 
form of a motion. 

§ 2.115 Matters not prohibited. 

A request for information which 
merely inquires about the status of a 
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proceeding without discussing Issues or 
expressing points of view is not deemed 
an ex parte communication. Such re¬ 
quests should be directed to the Civil 
Rights docket clerk. Communications 
with respect to minor procedural matters 
or inquiries or emergency requests for 
extensions of time are not deemed ex 
parte communications prohibited by 
ft 2.113. Where feasible, however, such 
communications should be by letter with 
copies to all parties. Ex parte communi¬ 
cations between a respondent and the 
responsible Department official or the 
Secretary with respect to securing such 
respondent's voluntary compliance with 
any requirement of Part 1 of this title 
arc not prohibited. 

§2.116 Filing of ex parte communica¬ 
tions. 

A prohibited communication in writing 
received by the Secretary, the respon¬ 
sible Department official, or by the pre¬ 
siding officer, shall be made public by 
placing It in the correspondence file of 
the docket in the case and will not be 
considered as part of the record for de¬ 
cision. If the prohibited communication 
Is received orally, a memorandum setting 
forth its substance shall be made and 
filed in the correspondence section of the 
docket in the case. A person referred to 
in such memorandum may file a com¬ 
ment for Inclusion in the docket If he 
considers the memorandum to be in¬ 
correct. 

Subpart L—Posttermination 
Proceedings 

§ 2.121 Post termination proceedings. 

(a) An applicant or recipient ad¬ 
versely affected by the order terminat¬ 
ing. discontinuing, or refusing Federal 
financial assistance in consequence of 
proceedings pursuant to this title may 
request the responsible Department of¬ 
ficial for an order authorizing payment, 
or permitting resumption, of Federal fi¬ 
nancial assistance. Such request shall be 
in writing and shall affirmatively show 
that, since entry of the order, it has 
brought its program or activity into com¬ 
pliance with the requirements of the Act, 
and with Part 1 of this title, and shall 
set forth specifically, and in detail, the 
steps which It has taken to achieve such 
compliance. If the responsible Depart¬ 
ment official denies such request, the ap¬ 
plicant or recipient shall be given an ex¬ 
peditious hearing if it so requests in writ¬ 
ing and specifies why it believes the 
responsible Department official to have 
been in error. The request for such a 
hearing shall be addressed to the respon¬ 
sible Department official and shall be 
made within 30 days after the applicant 
or recipient is informed that the respon¬ 
sible Department official has refused to 
authorize payment or permit resumption 
of Federal financial assistance. 

(b) In the event thAt a hearing shall 
be requested pursuant to paragraph (a) 
of this section, the hearing procedures 
established by this part shall be appli¬ 
cable to the proceedings, except as other¬ 
wise provided in this section. 


Subpart M—Definitions 
§2.131 Definitions. 

(a) The definitions contained in ft 1.2 
of this title, to the extent applicable, ap¬ 
ply to this part. 

(b) The term "hearing examiner" Is 
used In the sense in which used in 6 
U.S.C. 3105 and 3344 (formerly sec. 11 of 
the Administrative Procedure Act). 

(c) "Presiding officer/* in any partic¬ 
ular matter, may be the assigned hearing 
examiner or the responsible Department 
official. 

PART 7—EQUAL EMPLOYMENT OP¬ 
PORTUNITY; POLICY AND PRO¬ 
CEDURES 

Subporl A—Equal Employment Opportunity WifH- 
out Regard to Ro<o, Color, Religion. Sex. or 
Natloool Origin 

Gknkhal Provisions 

Sec. 

7.1 Policy. 

7 J2 Definitions 
73 Designations. 

7.4 Affirmative action programs. 

RSSPO NSlStLITlRS 

7.10 Responsibilities of the Director and 

Deputy Director of EEO. 

7.11 Responsibilities of the KEO Officers. 

7.12 Responsibilities of the EEO Counselors. 

7.13 Responsibilities of the Assistant Secre¬ 

tary for Administration. 

7.14 Responsibilities of personnel officer* 

7.15 ResponslolUUes of the Assistant Re¬ 

gional Administrators for Equal 
Opportunity. 

7.10 Responsibilities of supervisors. 

7.17 ResponsiblUUea of employees. 

PRSCOM PLAINT PROCBOOINO 

7.25 Who may request counseling. 

7.20 The EEO Counselor. 

Complaints 

7.30 Presentation of complaint. 

7.31 Who may file complaint, with whom 

filed, and time limits. 

7.32 Contents. 

7.33 Acceptability. 

734 Processing. 

7.35 Adjustment of complaint. 

7.36 Bearing. 

7.37 Relatlonnhlp to other HUD appellate 

procedures. 

7 38 Avoidance of delay. 

7-39 Decision by Director of EEO. 

7.40 Complaint file. 

Appkal to tk* Civil 8nmcs Commission 

7.45 Entitlement. 

7.46 Where to appeal. 

7.47 Time limit. 

7.48 Appellate procedures. 

7.49 Appellate review by the Committoners. 

Authority: The provisions of this Part 7 
Issued under eec. 7(d), 79 Stnt. 670; 43 
US.C. 3535(d): EO. 11478 of Aug. 8, 1W9. 
34 P R. 12985. Aug. 12. I960; 42 U.8 C. 2000e 
note. 

Subpart A—Equal Employment Op¬ 
portunity Without Regard to Race, 
Color, Religion, Sex, or Nationol 
Origin 

General Provisions 
§7.1 Policy. 

In conformity with the policy ex¬ 
pressed in Executive Order 11478 ana 
with implementing regulations of tne 
Civil Sendee Commission, codified under 
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5 CTO Part 713. It is the policy and in¬ 
tent of the Department of Housing and 
Urban Development to provide equality 
of opportunity in employment In the 
Department for all persons; to prohibit 
discrimination because of race, color, 
religion, sex. or national origin in all 
aspect* of its personnel policies, pro¬ 
grams, practices, and operations and in 
all its working conditions and relation¬ 
ships with employees and applicants for 
employment; and to promote the full 
realization of equal opportunity in em¬ 
ployment through continuing programs 
of affirmative action at every manage¬ 
ment level within the Department. 

§ 7.2 Definition*. 

(a) For the purpose of this subpart, 
‘‘organisational unit'* means the juris¬ 
dictional area of the Office of the Secre¬ 
tary. each Assistant Secretary, the 
General Counsel, the Federal Insurance 
Administrator, and each Regional Ad¬ 
ministrator. For the purpose of this sub¬ 
part the Jurisdictional area of each 
Regional Administrator includes all 
HUD Area Offices and Insuring Offices 
within the region. 

<b> The term *EEO." as used herein, 
means Equal Employment Opportunity. 

{7.3 Designation*. 

(a) Director of Equal Emploumcnt Op¬ 
portunity. The Assistant Secretary for 
Equal Opportunity is designated the Di¬ 
rector of EEO. 

(b) Deputy Director of Equal Employ¬ 
ment Opportunity. The Deputy Assist¬ 
ant Secretary for Equal Opportunity is 
designated the Deputy Director of EEO. 

(c) Equal Employment Opportunity 
Officers. Each Assistant Secretary, the 
General Counsel, the Federal Insurance 
Administrator, and each Regional Ad¬ 
ministrator shall be the EEO Officer for 
his organizational unit. The Executive 
Assistant to the Secretary shall be the 
EEO Officer for the Office of the 
Secretary. 

<d> Equal Employment Opportunity 
Counselors . Each EEO Officer, with the 
concurrence of the Director of EEO. 
shall designate a sufficient number of 
EEO Counselors for his organizational 
unit. 

S 7.4 Afiirmulhc action program*. 

Each Assistant Secretary, the General 
Counsel, the Federal Insurance Admin¬ 
istrator, the Executive Assistant to the 
Secretary, each Regional Administrator, 
Area Office Director, and Insuring Office 
Director shall establish, maintain, and 
carry out a plan of affirmative action to 
promote equal opportunity in every 
aspect of employment policy and prac¬ 
tice. Each plan shall be specifically 
designed to recognize conditions, situa¬ 
tions. and needs of the particular office, 
community characteristics, and problems 
of the particular locality. Each plan is 
wbtect to approval by the Director of 
EEO and shall be developed within the 
framework of departmentwide guidelines 
Published by the Director of EEO. 


RULES AND REGULATIONS 

Respohsibiutxxs 

§ 7.10 flc*pon*ibt1ttir« of the Director 
and Deputy Director of EEO. 

The Director and Deputy Director of 
EEO are Assigned the functions of: 

(a) Advising the Secretary with re¬ 
spect to the preparation of plans, proce¬ 
dures, regulations, reports, and other 
matters pertaining to the Government's 
equal employment opportunity policy 
and the Department's EEO program; 

(b) In coordination with other offi¬ 
cials, developing and maintaining plans, 
procedures, and regulations necessary to 
carry out the Department's EEO pro¬ 
gram. including a dopartmentwide pro¬ 
gram of affirmative action developed in 
coordination with other officials; he ap¬ 
proves programs of affirmative action 
established throughout the Department; 

(c) Evaluating from time to time the 
nffieteacy of the Department's EEO pro¬ 
gram and reporting thereon to the Sec¬ 
retary with recommendations as to any 
improvement or correction needed, in¬ 
cluding remedial or disciplinary action 
with respect to managerial or supervi¬ 
sory employees who have failed in their 
responsibility; 

(d) Appraising the Department's per¬ 
sonnel operations at regular intervals to 
insure their conformity with the policy 
of the Government and the Depart¬ 
ment's equal employment opportunity 
program; 

(e) Making changes in programs and 
procedures designed to eliminate dis¬ 
criminatory practices and improve the 
Department's EEO program; 

(f) Providing for counseling by an 
EEO Counselor of an aggrieved employee 
or applicant for employment who be¬ 
lieves that he has been discriminated 
against because of race, color, religion, 
sex. or national origin, and for attempt¬ 
ing to resolve on an Informal basis the 
matter raised by the employee or appli¬ 
cant before a complaint of discrimination 
may be filed under S 7.31; 

(g) Providing for the receipt and in¬ 
vestigation and for the prompt, fair, and 
Impartial consideration and disposition 
of Individual complaints involving issues 
of discrimination within the Department 
subject to §fi 713.211 through 713.222 of 
tho regulations of the Civi l Ser vice Com¬ 
mission. codified under 5 CFR Part 713; 

(h) Providing for the receipt, investi¬ 
gation. and disposition of general allega¬ 
tions by organizations or other third 
parties of discrimination in personnel 
matters within the Department which 
are unrelated to an Individual complaint 
of discrimination, with notification of 
decision to the party submitting the 
allegation; 

(I) Making the final decision on dis¬ 
crimination complaints and ordering 
such corrective measures as he may con¬ 
sider necessary, Including the recom¬ 
mendation for such disciplinary action as 
is warranted by the circumstances when 
an employee has been found to have en¬ 
gaged in a discriminatory practice; and 

(J) Concurring in the designations of 
EEO Counselors by each EEO Officer. 
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§7.11 Reaponaibilitu* of liic EEO 
Officer*. 

Each EEO Officer shall: 

(a) Advise the Director or Deputy Di¬ 
rector of EEO on all matters affecting the 
implementation of the Department's 
EEO policy and program in his organi¬ 
zational unit; 

(b) Develop and maintain a program 
of affirmative action for his organiza¬ 
tional unit and insure that it is carried 
out in an exemplary manner; 

(c) Serve as processing office for dis¬ 
crimination complaints and keep the Di¬ 
rector or Deputy Director of EEO in¬ 
formed of significant developments; 

(d) Publicize to all employees of the 
organizational unit for which he is re¬ 
sponsible the name and address of the 
Director and Deputy Director of EEO, 
the EEO Officer, and the EEO Counselors; 

(e) Inform all supervisors in the or¬ 
ganizational unit of the responsibilities 
and objectives of the EEO Counselor and 
of the importance of cooperating with 
him In the effort to informally find solu¬ 
tions to problems brought to his atten¬ 
tion by employees and applicants; and 

(f) Review the activities of the EEO 
Cottn*e!nr* in the nrganimtlonnl unit, as 
well as furnish guidance and otherwise 
assist them in their work. 

§7.12 Rr#pon*ib»l»llr* of EEO Cciuit- 
m1oti» 

The EEO Counselors are responsible 
for counseling, in accordance with 
$ 7,28, any employee or applicant for em¬ 
ployment who believes that he has been 
discriminated against because of race, 
color, religion, sex, or national origin. 

§ 7.13 Responsibilities of the Assistant 
Secretary for Administration. 

The Assistant Secretary for Adminis¬ 
tration shall r 

(a) Provide leadership in developing 
and maintaining personnel management 
policies, programs, and procedures which 
will promote continuing affirmative ac¬ 
tion to insure equal opportunity in the 
recruitment, selection, placement, train¬ 
ing. and promotion of employees; 

(b) Provide positive assistance and 
guidance to organizational units and per¬ 
sonnel offices to insure the effective Im¬ 
plementation of the personnel manage¬ 
ment policies, programs, and procedures 
on equal employment opportunity; and 

(c) Participate at the national level 
with other Government departments and 
agencies, other employers, and other 
public and private groups, in cooperative 
action to improve employment opportu¬ 
nities and community conditions which 
affect employability. 

§ 7.14 Rr*pon«ibililie* of personnel 

officer*. 

In conformity with guidelines Issued 
by the Director of Personnel of the De¬ 
partment, personnel officers designated 
by him shall: 

(a) Appraise Job structure and em¬ 
ployment practices to insure genuine 
equality of opportunity for all employees 
to participate fully on the basis of merit 


FEOERAL REGISTER, VOL 34, NO. 246—WEDNESDAY, DECEMBER 22, 1*71 






21420 


RULES AND REGULATIONS 


In all occupations and levels of responsi¬ 
bility; 

<b) Communicate the Department’s 
equal employment opportunity policy and 
program and its employment needs to all 
sources of Job candidates without regard 
to race, color, religion, sex, or national 
origin, and solicit their recruitment as¬ 
sistance on a continuing basis; 

(c) As appropriate, provide personnel 
information to complainants, complain¬ 
ant’s representatives, counselors, and 
others who are involved in a discrimina¬ 
tion complaint; 

(d) Evaluate hiring methods and prac¬ 
tices to Insure fair and impartial con¬ 
sideration for all Job applicants; 

(c) Insure that new employee orienta¬ 
tion programs contain appropriate ref¬ 
erences to the Department’s EEO policies 
and programs; 

(f) Participate in the preparation and 
distribution of such educational mate¬ 
rials as may be necessary to inform ade¬ 
quately all employees of their rights and 
responsibilities as described in this chap¬ 
ter, including the Department’s direc¬ 
tives issued to carry out the Equal Em¬ 
ployment Opportunity Program; 

(g) Develop an on-going training pro¬ 
gram for various levels of administration 
and supervision, to insure understanding 
of the Departmental EEO procedures and 
practices; and 

<h) Actively encourage employees to 
take full advantage of Government 
training programs and other educational 
opportunities. 

§ 7.15 Rc*pon*.ibilitir* of the A**i*t*nt 
Regional Administrator* for Equal 
Opportunity. 

Each Assistant Regional Administra¬ 
tor for Equal Opportunity is responsible 
for advising and assisting the Regional 
Administrator in carrying out all aspects 
of the EEO program, including: 

(a) Appraising the equal employ¬ 
ment opportunity program in the 
Jurisdictional area of the Regional 
Administrator; 

<b> Conducting reviews and making 
special studies; and 

(c) Processing complaints of discrimi¬ 
nation in employment. 

g 7.16 Rc*pon»ihilitief of tuprrvfoor*. 

Supervisors shall: 

(a) Keep informed on current EEO 
policies, plans, and procedures; 

(b) Provide positive leadership and 
support for the EEO program; 

(c) Maintain relationships with all 
those supervised in a manner that fosters 
effective teamwork and high morale, and 
provide communication with employees 
on any matter related to equal employ¬ 
ment opportunity; 

(d) Take all personnel actions on 
merit principles and in a manner which 
will demonstrate affirmative equal 
employment opportunity for his 
organization; 

(e) Insure the greatest possible utili¬ 
zation and development of the skills and 
potential ability of oil subordinates; 

(f) Insure that the staff member 
selected by the EEO Officer to be the EEO 


Counselor is given sufficient official time 
to carry out his duties; 

(g) Promptly take or recommend ap¬ 
propriate action to overcome any Impedi¬ 
ment to the achievement of the objec¬ 
tives of the EEO program; and 

<h) Provide recognition to employees, 
supervisors, managers and units demon¬ 
strating superior accomplishment in 
equal employment opportunity. 

§ 7.17 Responsibilities* of employer*. 

Ail employees of the Department are 
responsible for: 

(a) Being informed as to the Depart¬ 
ment’s EEO program; 

(b) Adopting an attitude of full ac¬ 
ceptance of minority group associates; 

(c) Providing equality of treatment of, 
and service to, oil citizens with whom 
they come in contact in carrying out 
their Job responsibilities; and 

(d) Providing assistance to supervisors 
and managers in carrying out their re¬ 
sponsibilities in the EEO program. 

Prkcomplaint Processing 
§ 7.25 Who may reque*t roun*cling. 

An aggrieved person who believes that 
he has been discriminated against by the 
Department because of race, color, re¬ 
ligion, sex, or national origin, and who 
wishes to resolve the matter, shall con¬ 
sult with an appropriate EEO Counselor. 

§ 7.26 The EEO Counselor. 

The EEO Counselor shall: 

(a) Make whatever inquiry Into the 
matter he believes necessary; 

<b) Seek a solution of the matter on 
an informal basis; 

(c) Counsel the aggrieved person con¬ 
cerning the merits of the matter; 

(d) Insofar os is practicable, conduct 
his final interview with the aggrieved 
person not later than 15 workdays after 
the date on which the matter was called 
to his attention by the aggrieved 
person; 

(e) If the matter has not been re¬ 
solved to the satisfaction of the ag¬ 
grieved person, advise the aggrieved per¬ 
son in writing at the final interview of 
his right to file a complaint of discrimi¬ 
nation with the appropriate EEO Officer 
and of the time limits governing the ac¬ 
ceptance of a complaint; 

(f) Keep a record of his counseling ac¬ 
tivities so as to be able to periodically 
brief the appropriate EEO Officer on 
those activities; 

(g) When advised by the EEO Officer 
that a complaint of discrimination has 
been accepted from an aggrieved person, 
submit a written report to the EEO Of¬ 
ficer. with a copy to the aggrieved person, 
summarizing his actions and advice both 
to the Department and the aggrieved 
person concerning the merits of the mat¬ 
ter (the report shall be included in the 
complaint file); 

<h> Not reveal the identity of an ag¬ 
grieved person who has come to him for 
consultation, except when authorized to 
do so by the aggrieved person, until the 
Department has accepted a complaint of 
discrimination from him; 


(i) Uj>on acceptance by the Depart¬ 
ment of a complaint of discrimination 
from an aggrieved person, be relieved of 
further counseling responsibility with re¬ 
spect to the matter; and 

(J) Be free from restraint, interfer¬ 
ence, coercion, discrimination, or re¬ 
prisal in connection with the perform¬ 
ance of his duties. 

Complaints 

§ 7.30 Presentation of complaint. 

At any stage In the presentation of a 
complaint, including the counseling 
stage, the complainant shall be free from 
restraint, interference, coercion, dis¬ 
crimination. or reprisal and shall have 
the right to be accompanied, represented, 
and advised by a representative of his 
own choosing. If the complainant is an 
employee of the Department, he shall 
have a reasonable amount of official tune 
to present his complaint if he is other¬ 
wise in an active duty status. If the 
complainant Is an employee of the De¬ 
partment and he designates another em¬ 
ployee of the Department as his repre¬ 
sentative, the representative shall be free 
from restraint, interference, coercion, 
discrimination, or reprisal, and shall have 
a reasonable amount of official time, if 
he Is otherwise in an active duty status, 
to present the complaint. 

§ 7.31 Who mny file complaint, with 
whom filed, and time limit*. 

(a) Any aggrieved person (hereafter 
referred to as the complainant' who 
has observed the provisions of 8 7.25 may 
file a complaint if the matter of discrim¬ 
ination was not resolved to his satis¬ 
faction. A complaint may also be filed 
by an organization acting for the com¬ 
plainant with his consent. The Depart¬ 
ment may accept a complaint only if the 
complainant: 

(1) Brought to the attention of the 
EEO Counselor the matter causing the 
complainant to believe he has been dis¬ 
criminated against within 15 calendar 
days of the date of that matter: or, if a 
personnel action, within 15 calendar 
days of its effective date: and 

(2) Submitted his complaint in wilt¬ 
ing to the appropriate EEO Officer 
within 15 calendar days of the date 
of his final interview with the EEO 
Counselor. 

(b) The EEO Officer shall extend the 
time limits in this section: 

(1) When the complainant shows that 
he was not notified of the time limits 
and was not otherwise aware of them, 
or that he was prevented by circum¬ 
stances beyond his control from submit¬ 
ting the matter within the time limits; or 

(2) For other reasons considered suffi¬ 
cient by the EEO Officer. 

(c) A complaint concerned with a 
continuing discriminatory practice hav¬ 
ing a material bearing on employment 
may be filed at any time. 

(d) The Department will also accept 
from an individual or an organization 
complaints or allegations of a general 
pattern or practice of discrimination 
which may be unrelated to any specific 
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complaint involving a particular Indi¬ 
vidual Such complaints shall be re¬ 
ceived, investigated, and processed on an 
individual basis as determined by the 
Director of EEO. There is no appeal to 
the Civil Service Commission from ac¬ 
tions taken on these complaints, 

(e) The right to withdraw a complaint 
at any stage is assured. 

§ 7.32 Contents. 

<a) In order to expedite the process¬ 
ing of complaints of discrimination, 
the complainant should be urged to 
Include in his complaint the following 
information: 

(1) Whether the alleged discrimina¬ 
tion is based upon race, color, religion, 
sex, or national origin. 

(2) The specific action or personnel 
matter about which the complaint is 
made. 

(3) Facts and other pertinent infor¬ 
mation to support the allegation of 
discrimination. 

(4) The relief desired. 

(b) In no event shall the lack of com¬ 
plete Information at the time of filing 
constitute grounds for refusal by the 
Department to accept a complaint. 

(c) The written complaint need not 
conform to any particular style or 
format. 

§ 7.33 Acreplability. 

(a) The EEO Officer shall determine 
whether the complaint comes within the 
purview of this subpart and shall advise 
the complainant and his representative 
in writing of the acceptance, rejection, or 
cancellation of his complaint. A com¬ 
plaint may be rejected, with the con¬ 
currence of the Director or Deputy Di¬ 
rector of EEO, because it was not filed 
within the required time limits or because 
it is not within the purview of this sub¬ 
part. It may be canceled because of a 
failure of the complainant to prosecute 
the complaint or because of a separation 
of the complainant from the Department 
for reasons not related to his complaint. 

<b> If the EEO Officer determines, and 
the Director or Deputy Director of EEO 
concurs, that the complaint is to be 
rejected or canceled, the written decision 
of the EEO Officer to the complainant 
shall inform him of his right to appeal 
to the Civil Service Commission and of 
the time limit applicable thereto, if he 
believes the rejection or cancellation 
Improper. 

8 7.34 ProrrftAing. 

(a) The EEO Officer will process 
complaints involving the organiza¬ 
tional unit for which he is responsi¬ 
ble. However, the Director or Deputy 
Director of EEO, as he deems necessary, 
may assume Jurisdiction of any case. 
This may include the designation as 
processing officer of an official other than 
the EEO Officer for the organizational 
unit concerned. In the latter case, the 
Director or Deputy Director of EEO shall 
so notify all interested parties. 

'b> Based on a request from the EEO 
Officer, the Director or Deputy Director 
of EEO shall provide for the prompt 


investigation of the complaint. The 
request for an investigation shall be 
made in writing to the Director, Office 
of Investigation. 

(1) The person assigned to investigate 
the complaint shall occupy a position In 
the Department which is not. directly or 
indirectly, under the Jurisdiction of the 
head of that part of the Department In 
which the complaint arose. 

(2) The investigation shall include a 
thorough review of the circumstances 
under which the alleged discrimination 
occurred, the treatment of members of 
live complainant’s group identified by his 
complaint as compared with the treat¬ 
ment of other employees in the organi¬ 
zational unit In which the alleged 
discrimination occurred, and any poli¬ 
cies and practices related to the work 
situation which may constitute, or ap¬ 
pear to constitute, discrimination even 
though they have not been expressly 
cited by the complainant. If necessary, 
the Investigator may obtain Information 
regarding the membership or nonmem¬ 
bership of a person in the complainant’s 
group by asking each person concerned 
to provide the information voluntarily; 
he shall not require or coerce on em¬ 
ployee to provide this information. In¬ 
formation needed for an appraisal of the 
utilization of members of the complain¬ 
ant’s group as coir pared to the utiliza¬ 
tion of persons outside the complainant’s 
group shall be recorded In statistical 
form in the investigative flic, but specific 
information as to a person's member¬ 
ship or nonmembership in the complain¬ 
ant's group needed to facilitate an 
adjustment of the complaint or to make 
an informed decision on the complaint 
shall, If available, be recorded by name 
in the investigative file. 

(3) Insofar as is practicable, the 
investigative process shall be completed 
within 30 calendar days. 

(4) The investigative file shall con¬ 
tain the various documents and infor¬ 
mation acquired during the investigation 
including affidavits; (1) Of the com¬ 
plainant; <ii) of the official charged 
with discrimination; and (ill) of other 
persons Interviewed and copies of. or 
extracts from, records, policy state¬ 
ments, or regulations of the Department 
organized to show their relevance to the 
complaint or the general environment 
out of which the complaint arose. 

(5) The investigator shall be furnished 
a written authorization to; (1) Investi¬ 
gate all aspects of complaints of discrimi¬ 
nation. (11) require all employees of the 
Department to cooperate with him in the 
conduct of the investigation, and (iii) 
require employees of the Department 
having any knowledge of the matter com¬ 
plained of to furnish testimony under 
oath or affirmation without a pledge of 
confidence. 

(6) The investigator shall submit to 
the EEO Officer and to the Director of 
EEO the results of the investigation as 
well as the investigative file, which shall 
be included In the complaint file. 

(7) The EEO Officer shall furnish the 
complainant or his representative a copy 
of the investigative file. 


§ 7.33 Adjustment of complaint. 

The EEO Officer shall provide an 
opportunity for adjustment of the com¬ 
plaint on an informal basis after the 
complainant has reviewed the investiga¬ 
tive file. 

(a) Adjustment arrived at . II an ad¬ 
justment of the complaint is arrived at, 
the terms of the adjustment shall be 
reduced to writing by the EEO Officer, 
signed by him. the complainant, and 
other appropriate persons, and made 
part of the complaint file. The EEO Of¬ 
ficer shall furnish a copy of the terms 
to the complainant and forward the 
complaint file to the Director or Deputy 
Director of EEO. 

(b) Adjustment not arrived at . IX an 
adjustment of the complaint is not 
arrived at. the EEO Officer shall notify 
the complainant in writing of the pro¬ 
posed disposition of his case. The notice 
shall advise the complainant of his right 
to a hearing with subsequent decision by 
the Director or Deputy Director of EEO. 
The notice also shall indicate the com¬ 
plainant's right to a decision without a 
hearing if he so elects. The notice shall 
advise the complainant that he has 7 
calendar days from receipt of the notice 
to inform the EEO Officer whether or not 
a hearing is desiied. The EEO Officer 
shall make a copy of the notice a part 
of the complaint file. 

(1) JVo hearing to take place . Upon 
timely notification to the EEO Officer by 
the complainant that he does not desire 
a hearing, or upon his failure to notify 
the EEO Officer of his wishes within the 
7-day period, the EEO Officer shall for¬ 
ward the complaint file to the Director 
or Deputy Director of EEO for decision. 

(2) Hearing to take place . Upon 
timely notification to the EEO Officer by 
the complainant that he desires a hear¬ 
ing, the EEO Officer shall take the steps 
described in $ 7.36. 

§ 7.36 Hearing. 

<a) Appeals Examiner. The hearing 
shall be held by an appeals examiner 
who must be an employee of a Federal 
agency other than the Department. The 
EEO Officer shall request the appropriate 
local office of the Civil Service Commis¬ 
sion to supply the name of on appeals 
examiner who has been certified by the 
Commission as qualified to conduct a 
hearing under this section. 

(b) Arrangements for hearing. The 
EEO Officer shall transmit the complaint 
file to the appeals examiner who shall 
review it to determine whether further 
investigation is needed before scheduling 
the hearing. The complaint file shall In¬ 
clude all the documents described in 
i 7.40 which have been acquired in the 
processing of the complaint. When the 
appeals examiner determines that 
further investigation is needed, he shall 
remand the complaint to the EEO Officer 
for further investigation or arrange for 
the appearance of witnesses necessary to 
supply the needed information at the 
hearing. The requirements of i 7.34 apply 
to any further investigation by the De¬ 
partment on the complaint. The appeals 
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examiner shall schedule the hearing for 
a convenient time and place. 

(c) Prehearing conference . In arrang¬ 
ing for the hearing, the appeals examiner 
at his discretion may arrange a pre- 
hearing conference during which he 
shall seek to clarify the issues, accept 
stipulations on facte to which the inter¬ 
ested parties may agree, establish a 
schedule for the hearing, and explain his 
role in the hearing. 

(d) Conduct of hearing . (1) Attend¬ 
ance at the hearing shall be limited to 
persons determined by the appeals exam¬ 
iner to have a direct connection with 
the complaint; (2) the appeals exam¬ 
iner shall conduct the hearing so as to 
bring out pertinent facte, including the 
production of pertinent documents. 
Rules of evidence shall not be applied 
strictly, but the appeals examiner shall 
exclude irrelevant or unduly repetitious 
evidence. Information having a bearing 
on the complaint or employment policy 
or practices relevant to the complaint 
shall be received in evidence. The com¬ 
plainant. his representative and the 
representatives of the Department at the 
hearing shall be given the opportunity 
to cross-examine witnesses who appear 
and testify. Testimony shall be under 
oath or affirmation. 

(e) Powers of appeals examiner . In 
addition to the other powers vested in 
the appeals examiner by the Department 
in accordance with tills subpart, the ap¬ 
peals examiner is authorized to; 

(1) Administer oaths or affirmations: 

(2) Regulate the course of the 
hearing: 

(3) Rule on offers of proof: 

(4) Limit the number of witnesses 
whose testimony would be unduly repe¬ 
titious: and 

(5) Exclude any person from the hear¬ 
ing for contumacious conduct or mis¬ 
behavior that obstructs the hearing. 

(f) Witnesses at hearing. The appeals 
examiner shall request the EEO Officer 
to make available as a witness at the 
hearing an employee requested by the 
complainant when the appeals e xa min er 
determines that the testimony of the em¬ 
ployee is necessary. The appeals exam¬ 
iner shall also request the appearance of 
any other employee whose testimony he 
desires to supplement the Information in 
the investigative file. The appeals exam¬ 
iner shall give the complainant his 
reasons for the denial of a request for the 
appearance of employees as witnesses and 
shall insert those reasons in the record 
of the hearing. Employees shall be made 
available as witnesses at a hearing on a 
complaint when so requested by the ap¬ 
peals examiner and it Is administratively 
practicable to comply with the request. 
When it is not administratively prac¬ 
ticable to comply with the request for a 
witness, the EEO Officer shall provide an 
explanation to the appeals examiner. If 
the explanation is Inadequate, the ap¬ 
peals examiner shall so advise the EEO 
Officer and request that the employee be 
made available as a witness at the hear¬ 
ing. If the explanation is adequate, the 
appeals examiner shall Insert it In the 
record of the hearing, provide a copy to 
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the complainant, and make arrange¬ 
ments to secure testimony from the em¬ 
ployee through a written Interrogatory. 
Employees shall be in a duty status dur¬ 
ing the time they are made available as 
witnesses. Witnesses shall be free from 
restraint, interference, coercion, dis¬ 
crimination, or reprisal in presenting 
their testimony at the hearing or during 
the investigation. 

(g) Record of hearing. The hearing 
shall be recorded and transcribed ver¬ 
batim. All documents submitted to, and 
accepted by. the appeals examiner at 
the hearing shall be made a part of the 
record of the hearing. If the Department 
submits a document that is accepted, it 
shall furnish a copy of the document to 
the complainant. If the complainant 
submits a document that Is accepted, 
he shall make the document available to 
the Department representative for 
reproduction. 

<h> Findings , analysis . and recom¬ 
mendations. The appeals examiner shall 
transmit to the Director or Deputy Di¬ 
rector of EEO the complaint file ‘ includ¬ 
ing the record of the hearing), together 
with his findings and analysis with re¬ 
gard to the matter which gave rise to the 
complaint and the general environment 
out of which the complaint arose and his 
recommended decision on the merits of 
the complaint, including recommended 
remedial action where appropriate. The 
appeals examiner shall notify the com¬ 
plainant of the date on which this was 
done. In addition, the appeals examiner 
shall transmit, by separate letter to the 
Director or Deputy Director of EEO. 
whatever findings and recommendations 
he considers appropriate with respect to 
conditions in the Department even 
though they have no bearing on the 
matter which gave rise to the complaint 
or the general environment out of which 
the complaint arose. 

§ 7.37 Relationship to other HUD ap¬ 
pellate procedure*. 

(a) Except as provided in paragraphs 

(b) and (c) of this section, when a com¬ 
plainant makes a written allegation of 
discrimination because of race, color, 
religion, sex, or national origin in con¬ 
nection with an action that would other¬ 
wise be processed under the grievance or 
appeals procedure of the Department, 
the Department may process the allega¬ 
tion of discrimination under its grievance 
or appeals procedure when that proce¬ 
dure meets the principles and require¬ 
ments in $8 7.25 through 7.38. However, 
with regard to the issue of discrimina¬ 
tion (as distinguished from other aspects 
of the action), the Director or Deputy 
Director of EEO shall make the decision 
of the Department as provided in I 7.39. 
That decision shall be incorporated in 
and become a part of the decision on the 
grievance or the appeal. 

(b) An allegation of discrimination 
made in connection with an appeal under 
Subpart B of 5 CFR Part 771 and ap¬ 
propriate Department procedures shall 
be processed under that subpart and said 
procedures. 


<C) An allegation of discrimination 
made In connection with a grievance 
under Subpart C of 5 CFR Part 771 and 
HUD Handbook 771.2, Employee Griev¬ 
ances. shall be processed under thU 
subpart. 

g 7.38 Avoidance of delay. 

(a) The complaint shall be resolved 
promptly. To this end. both the com¬ 
plainant and the Department shall 
proceed with the complaint without un¬ 
due delay so that the complaint is re- 
aolved. except In unusual circumstan > s. 
within 60 calendar days after its receipt 
by the appropriate EEO officer, exclusive 
of time spent In the processing of the 
complaint by the appeals examiner. When 
the complaint has not been resolved 
within this time limit, the complainant 
may appeal to the Civil Service Commis¬ 
sion for a review of the reasons for the 
delay. Upon review of this appeal, the 
Commission may require the Departin'*!,! 
to take special measures to insure the 
prompt processing of the complaint nr 
the Commission may accept the appeal 
for consideration pursuant to If 7.45 
through 7.49. 

<b> The Director of EEO may cancel 
a complaint If the complainant fails to 
prosecute the complaint without undue 
delay. However, instead of canceling for 
failure to prosecute, he may adjudicate 
the oompl&int if sufficient information 
for that purpose is available. 

§ 7-39 Derision by Director of EEO. 

(a) Fallowing consultation with the 
Oeneral Counsel and the Assistant Sec¬ 
retary for Administration, the Director 
of EEO shall make the decision of the 
Department on a complaint based on 
Information in the complaint file. 

<b> The decision shall be in writing 
and shall be transmitted by letter to the 
complainant and his representative, 
with copies to the head of the organiza¬ 
tional unit In which the complaint arose; 
the Assistant Secretary for Adminlstra- 
tion; and the Oeneral Counsel. When 
there has been a hearing on the com¬ 
plaint. the complainant and his repre¬ 
sentative shall be furnished a copy of the 
findings, analysis, and recommended de¬ 
cision of the appeals examiner as de¬ 
scribed in I 7.36(h). as weU as a copy of 
the transcript of the oral testimony and 
other oral statements at the hearing 

<1> When there has been a hearing, 
the decision shall adopt, reject, or modify 
the decision recommended by the ap¬ 
peals examiner. When the decision is to 
reject or modify the recommended de¬ 
cision of the appeals examiner, the letter 
transmitting the decision shall set forth 
the reasons for rejection or modification. 

(2) When there has been neither an 
adjustment as described in 8 7.35 nor a 
hearing, the letter transmitting the de¬ 
cision shall set forth the findings, anal¬ 
ysis, and decision of the Director of EEC 

(c) The decision shall require any 
remedial action authorized by law de¬ 
termined to be necessary or desirable to 
effect the resolution of the issues of dis¬ 
crimination and to promote the policy 
of equal opportunity. In such cases, the 
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decision shall Include any necessary In¬ 
structions to the head of the organiza¬ 
tional unit concerned and the Assistant 
Secretary for Administration as to the 
specific action to be taken with respect 
to each individual involved. 

id) The letter transmitting the deci¬ 
sion shall advise the complainant of his 
right to appeal the decision on his com¬ 
plaint to the Civil Service Commission 
if he is not satisfied with it and of the 
time limit within which he must file 
the appeal pursuant to 9 7.47. 

(c> An employee, other than a com¬ 
plainant, who believes that a decision 
constitutes an inequity to him, has re¬ 
course to the Department grievance pro¬ 
cedures or, as appropriate, the Depart¬ 
ment adverse action procedures includ¬ 
ing opportunity for an appeal to the Civil 
Service Commission. 

§ 7.40 Complaint file. 

The Director of EEO shall establish 
and maintain a complaint file containing 
all documents pertinent to the complaint. 
The complaint file, which shall not con¬ 
tain any document that has not been 
made available to the complainant, shall 
Include copies of: 

(a) The written report of the EEO 
Counselor to the EEO Officer on what¬ 
ever counseling efforts were made with 
regard to the complainant’s case before 
a formal complaint was filed by the com¬ 
plainant as described in 99 7.25 and 7.26; 

(b> The complaint; 

(c) The Investigative file; 

(d) If the complaint is withdrawn by 
the complainant, a written statement by 
the complainant or his representative to 
that effect; 

<e> If the adjustment of the complaint 
is arrived at as described in I 7.35. the 
written record of the terms of the 
adjustment; 

(f) If no adjustment of the complaint 
Is arrived at as described In 9 7.35, a copy 
of the letter notifying the complainant 
of the proposed disposition of the com¬ 
plaint and of his right to a hearing; 

(g> If the decision is made as described 
In 9 7.39, a copy of the letter to the com¬ 
plainant transmitting that decision; 

(h) If a hearing was held, the record 
of the hearing, together with the ap¬ 
peals examiner’s findings, analysis, and 
recommended decision on the merits of 
the complaint; and 

(1) A copy of the letter transmitting 
the decision. 

Appeal to the Civil Service Commission 
§ 7.45 Entitlement. 

<a) Except as provided by paragraph 

(b) of this section, a complainant may 
appeal to the Civil Service Commission 
the decision of the Department: 

(1) To reject his complaint because 
It was not: 

( t> Piled within required time limits 
( $ee 9 7.31); or 

<ii> Within the purview of the policy 
and procedures set forth in this subpart; 
or 
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(2) To cancel his complaint because of 
the complainant's: 

(i) Failure to prosecute his complaint; 
or 

(11) Separation from the Department 
for reasons which are not related to his 
complaint; or 

(3) On the merits of the complaint, as 
described in 9 7.39 if the decision does 
not resolve the complaint to the satis¬ 
faction of the complainant. 

(b) A complainant may not appeal to 
the Civil Service Commission under para¬ 
graph (a) of this section when the issue 
of discrimination giving rise to the com¬ 
plaint is being considered, or has been 
considered, in connection with any other 
appeal by the complainant to the 
Commission. 

§ 7.46 Wlicrc to appeal. 

An appeal by a complainant must be 
filed by him or hJs representative In writ¬ 
ing either personally or by mail, with 
the Board of Appeals and Review. Ufl. 
Civil Service Commission. Washington, 
D C. 20415. 

§ 7.47 Time limit. 

(a) Except as provided in paragraph 
<b) of this section, a complainant may 
file an appeal at any time up to 15 calen¬ 
dar days after his receipt of the 
letter transmitting the decision of the 
Department. 

<b) The time limit stated in paragraph 
(a) of this section may be extended In 
the discretion of the Board of Appeals 
and Review of the Commission, upon a 
showing by the complainant that he was 
not notified of the prescribed time limit 
and was not otherwise aware of It or that 
circumstances beyond his control pre¬ 
vented him from filing an appeal within 
the prescribed time limit. 

§ 7.48 Appellate pri>ceilure*. 

The Board of Appeals and Review of 
the Commission shall review the com¬ 
plaint file of the Department and all rele¬ 
vant written representations made to the 
Board. However, there is no right to a 
hearing before the Board. The Board may 
remand a complaint to the Department 
for further investigation or a rehearing 
if the Board considers that action neces¬ 
sary, or have additional investigation 
conducted by Commission personnel. The 
provisions of this subpart apply to any 
further Investigation or rehearing re¬ 
sulting from a remand from the Board. 
The Board shall issue a written decision 
setting forth its reasons for the decision 
and send copies thereof to the complain¬ 
ant, his designated representative, and 
the Department’s Director of EEO. When 
corrective action Is ordered, the Director 
of EEO shall report promptly to the 
Board that the corrective action has been 
taken. The decision of the Board is final 
and there Is no further right to appeal. 

§ 7.49 Appellate review by the Commit* 
lioam. 

The Civil Service Commissioners may. 
In their discretion, reopen and reconsider 
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any previous decision when the party 
requesting reopening submits written 
arguments or evidence which tends to 
establish that: 

(a) New and material evidence Is 
available that was not readily available 
when the previous decision was Issued. 

(b) The previous decision Involves an 
erroneous interpretation of law or reg¬ 
ulation or a misapplication of established 
policy; or 

(c) The previous decision is of a prec¬ 
edential nature involving a new or un¬ 
reviewed policy consideration that may 
have effects beyond the actual case at 
hand, or is otherwise of such an excep¬ 
tional nature as to merit the personal at¬ 
tention of the Commissioners. 

part 10—PUBLICATIONS IN 
FEDERAL REGISTER 

Sec. 

10.1 Policy 

10.2 Scope. 

10.3 Definition*- 

10.4 Material* to be publUhed. 

10.6 Publication In advance of effective 
date. 

Authority: The provtalona of thla Port 10 
Issued under sec. 7(d), 70 Stat. 070; 42 UB.C. 
3535(d). 

§10.1 Policy. 

It is the policy of the Department to 
formally promulgate Its rules and regu¬ 
lations, to give to the public notice con¬ 
cerning them, and to afford, wherever 
practicable, to all who may be affected 
by them an opportunity to participate in 
their formulation through submission of 
written comments prior to their effective 
date. 

§ 10.2 Scope. 

This part identifies the materials 
which the Department will publish in 
the Federal Register. 

§ 10.3 Definition*. 

(a> “Department” means the Depart¬ 
ment of Housing and Urban Develop¬ 
ment. 

(b) “Rules and regulations’'means the 
formally promulgated statements of the 
Department which are of general appli¬ 
cability and future effect and designed 
to implement or interpret law or policy 
or describe the organization, procedure, 
or practice requirements of the Depart¬ 
ment, and which are required to be in¬ 
cluded In the Department’s Unified Is¬ 
suances System In the form of Hand¬ 
books, Circulars, or Guides. 

(c) “Handbook” means compiled 
material of a permanent nature issued 
by the Department or an officer thereof 
for the guidance of its employees and 
program participants. 

(d) “Circular” means material of a 
permanent nature dealing with a lim¬ 
ited aspect of a subject, issued by the 
Department or an officer thereof pend¬ 
ing its Inclusion in a Handbook or 
Guide. 

(e) “Guide” means material of a 
permanent though advisory nature. 
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if) “Unified Issuances System 0 means 
the comprehensive system of the De¬ 
partment for dissemination of all for¬ 
mally promulgated statements that 
emanate from organizations in the De¬ 
partment. Formally promulgated state¬ 
ments of the Department which arc of 
general applicability and future effect 
and designed to implement, interpret, or 
prescribe law or policy or describe the or¬ 
ganization, procedure, or practice re¬ 
quirements of the Department must be 
included in the Unified Issuances System 
in the form of Handbooks, Circulars, or 
Guides. 

g 10.1 Material* to be published. 

There shall be published in the Fed¬ 
eral Register all rules and regulations 
of the Department hereafter issued ex¬ 
cept those which it determines to be 
concerned solely with matters internal 
to the Department or to be of limited in¬ 
terest to the public. 

§ 10.5 Publication in advance of effec¬ 
tive dale. 

The Department is exempt from the 
rulemaking procedures of 5 UJS.C. 553 
with respect to the majority of its pro¬ 
grams and functions. However, it will, 
although not required to do so, volun¬ 
tarily publish in the Federal Register 
Us rules and regulations except those ex¬ 
cepted in I 10.4 or in the last sentence 
of this 9 10.5 at least 30 days before their 
effective date to afford interested per¬ 
sons an opportunity to participate in the 
formulation of the final language of such 
rules and regulations through submis¬ 
sion of written data, views, or arguments. 
The Department will consider all rele¬ 
vant matter presented. The Department 
will not make such advance publication 
where the Secretary has determined in 
the particular case or class of cases that 
such advance publication and notice and 
public procedure are impracticable, un¬ 
necessary. or contrary to the public 
interest. 

PART 11—SEAL 
§ 11.1 Seal. 

In accordance with section 7(g) of 
the Department of Housing and Urban 
Development Act, requiring the Secretary 
to cause a seal of office to be made for 
the Department of Housing and Urban 
Development of such device as the Sec¬ 
retary shall approve, which seal shall be 
Judicially noticed, I have caused to be 
made a seal the design of which accom¬ 
panies and is made a part of this docu¬ 
ment. and which is described as follows: 
On a white background within a circle 
composed of the w ords. “UJ9. Department 
of Housing and Urban Development/* is 
an eagle and two stars. The six upper 
bars depicting the upper portion of the 
eagle's wings, the torso of the eagle, the 
star at the right of the eagle, and the 
words, “U S. Department of Housing and 
Urban Development, 0 are colored blue. 
The eight lower bars depicting the lower 
portion of the eagle's wings and the star 
at the left of the eagle are colored green. 
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PART 15—production or disclo¬ 
sure OF MATERIAL OR INFORMA¬ 
TION 


Subport A—Rurpon ond Policy 

floe. 

15.1 Definition*. 

15.2 Purpose. 

15.3 Statement of FoUcy. 

Subporf B—Production ond Disclosure of tocords 
15.11 Publication in the Fcdojsl Rroumcx. 

15.13 Materials not published in Pkdesal 
Rsoistd. 

15.13 Identifiable records produced upon 

request. 

15.14 Schedule of feee. 

Subport C—Exemptions 

1541 Exemptions Authorised by 5 UJ&.C. 
553. 

Subport D—Whore Re<ordi May Bo Inspected ond 
Obtoinod 


15 31 Information centers. 

15.32 Information officer*. 

15-33 Material In Department Central In¬ 
formation Center. 

Subport E—Procedure for Requesting Access to 
Records 

15.41 Requests for records. 

Subport F —Disclosure of Records ond Refwsol To 
Disclose 

15.51 Authority to release records or ooples. 
15.53 Authority to deny requests for rec¬ 
ords. 

Subport O—Administrative Review of Denials of 
Requests for Records 

15.61 Administrative review. 

Sub port H—-Production In Response to Svbpenos 
or Demonds of Courts or Olhir Authorities 

15 71 Purpose and scope. 

15.73 Production prohibited unless approved 

by the Secretary. 

15 73 Procedure in the event of a demand 
lor production or disclosure. 

15.74 Procedure In the event of an Adverse 

ruling. 

AtmtoAJTT: The provisions of this Part 
15 Issued under 5 U9C. 553 And tec. 7(d). 
79 StAt. 670*. 42 UAO. 8535(d). 

Subpart A—Purpose and Policy 

§ 15.1 Definitions. 

As used in this Part— 

(a) °Act° means section 552 of Title 
5, United 8tates Code, as amended by 


Public Law 90-23, 81 8tat. 54. June 5. 
1967. Public Law 90-23 repealed and 
superseded Public Law 89-487, 80 8tat 
250. July 4, 1966, sometimes referred to 
as the “Freedom of Information Act'* or 
“Public Information Act.” 

<b) “Department” means the Depart¬ 
ment of Housing and Urban Develop¬ 
ment which consists of the Office of the 
Secretary and the several organizational 
units. 

(c) “Secretary" means the Secretary 
of Housing and Urban Development 

<d) “Organizational unit” means any 
one of the several offices, staffs, divisions, 
or administrations of the Department, 
including the Government National 
Mortgage Association (GNMA) and the 
Federal Insurance Administration tFIA>, 
“Organizational unit” also includes De¬ 
partment Regional Offices, Area Offices, 
and Insuring Offices. 

(o) “Person” means “person” as de¬ 
fined In 5 U.S.C. 551 (2) to include cor¬ 
porations and organizations as well as 
individuals. 

<f) •'Information center” means any 
place, reading room, desk, or other area 
or facility established and maintained 
by the Department where the public may 
request and obtain information and rec¬ 
ords concerning the Department s op¬ 
erations and business. 

§ 15.2 Purport*. 

This part contains the rules and regu¬ 
lations of the Department implementing 
5 U.S.C. 552. It informs the public about 
where and how the Department's records 
and Information may be obtained from 
its organizational units In Washington, 
D C., and Its regional and other local 
offices throughout the country. 

§ 13.3 StnUmrnt of policy. 

The Department's policy is one of full 
and responsible disclosure of tta identi¬ 
fiable records and information consistent 
with such competing public Interests 
concerning the national security, per¬ 
sonal privacy, and obligations of confi¬ 
dentiality as are recognized by 5 US C. 
552. Every effort will be made to fur¬ 
nish service with reasonable promptness 
to the public with respect to the obtain¬ 
ing of records and information. 

Subporf B—Production and Disclosure 
of Records 

§ 15.11 Publication In the Federal Kef* 
Uter. 

Subject to the exemptions in 115.21, 
the Department shall separately state 
and currently publish in the Federal 
Register for the guidance of the public: 

(a) Descriptions of Its central and 
field organization and the established 
places at which, the employees from 
whom, and the methods whereby, the 
public may obtain Information, make 
submittals or requests, or obtain de¬ 
cisions; 

(b) Statements of the general course 
and method by which Its functions are 
channeled and determined, including the 
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nature and requirements of all formal 
and informal procedures available; 

(C) Rules of procedure, descriptions of 
forms available or the places at which 
forms may be obtained, and Instructions 
as to the scope and contents of all papers, 
reports, or examinations; 

(d) Substantive rules of general ap¬ 
plicability adopted as authorized by law, 
and statements of general policy or Inter¬ 
pretations of general applicability 
formulated and adopted by the Depart¬ 
ment; and 

(e) Each amendment, revision, or 
repeal of the foregoing. 

Except to the extent that a person has 
actual and timely notice of the terms 
thereof, no person shall In any manner 
be required to resort to or be adversely 
affected by any matter required to be 
published in the Federal Register and 
not so published For purposes of this 
section, matter which is reasonably avail¬ 
able to the class of persons affected there¬ 
by shall be deemed published In the 
Federal Register when Incorporated by 
reference therein with the approval of 
the Director of the Office of t he Federal 
Register, as provided in 1 CFR Part 20. 

(15.12 Materials not published in Fed* 
era! Register. 

(a) Subject to the exemptions In 
115.21, the Department. In accordance 
with this port, shall make available for 
public inspection and copying: 

(1) Final opinions, including concur¬ 
ring and dissenting opinions, as well as 
orders, made in the adjudication of 
cases; 

(2) Statements of policy and inter¬ 
pretations which have been adopted by 
the Department and are not published in 
the Federal Register; and 

(3) Administrative staff manuals and 
instructions to staff tliat affect a member 
of the public. 

<b) To prevent a clearly unwarranted 
invasion of persona) privacy, the Depart¬ 
ment may delete Identifying details when 
it makes available or publishes any 
material. Whenever such deletions are 
required, the record or copy will be made 
available with the space formerly oc¬ 
cupied by such identifying details left 
blank, and the Justification for the dele¬ 
tion shall be explained fully in writing. 

<c) The Department shall maintain 
and make available for public inspection 
and copying a current index providing 
identifying Information for the public as 
to any matter Issued, adopted, or 
Promulgated after July 4. 1967, and 
which Is required by this section to be 
®*de available or published. 

fi 15.13 Identifiable records produced 
upon request. 

Requests for records and copies may be 
nude In person during normal business 
“°urs at information centers listed 
in 115.31 of this part. Requests may also 
made by mail addressed to such 
centers. 

<*> Each request for a record or copy 
wreof should Identify the record specif¬ 
ically with respect to names, dates, sub¬ 
ject matter, and location. If known. The 


Department will notify any person mak¬ 
ing a request If further identifying in¬ 
formation Is needed before his request 
can be honored. 

(b) Charges will be made In ac¬ 
cordance with the schedule of fees set 
forth In (15.14 for any records scorch 
which Involves more than one man-hour 
of work, and for duplicating, reproduc¬ 
ing. certifying, or authenticating copies 
of documents furnished. 

(c) When a request Is made for an 
Identifiable record of the Department 
which has been stored In the National 
Archives or other record centers of the 
General Services Administration, such 
record will be requested by the Depart¬ 
ment if It otherwise would be available 
under this port. 

<d> Every effort will be made to make 
a record in use by the staff of the Depart¬ 
ment available when requested, and such 
availability will be deferred only to the 
extent necessary to avoid serious Inter¬ 
ference with the business of the Depart¬ 
ment. 

(e) Copies of a requested record need 
not be furnished if the record is pub¬ 
lished in the Federal Register or Is 
available for purchase from the Super¬ 
intendent of Documents of the Govern¬ 
ment Printing Office. Such records may, 
however, be examined In one of the 
Deportment's information centers. 

g 15.14 Schedule of fee*. 

For the services listed below performed 
in the location and disclosure or furnish¬ 
ing of copies of records under 5 U.S.C. 
552, and pursuant to the policy estab¬ 
lished by Congress in 31 UB.C. 463a, 
the following charges will apply: 

(a) Records search: 

(1) First man-hour on any single request: 
no fee. 

(2) Such additional man-hour or fraction 
thereof: $6. 

(b) Copies of documents: 

(1) Xerox or equivalent, page size up to 
8V4 inches by 14 Inches, per page: #0.25. 

(2) Photostat, page size up to 814 Inches by 
14 Inches, per page: $1. 

(c) If charge Is less than $1.00 per 
order: no fee. 

(d) Maximum number of copies fur¬ 
nished of any record: 10. 

(e) Certification of true ooples. each: 

$ 1 . 

(f) Attestation under the seal of the 
Department or GNMA, as the cose may 
be, each: $2. 

(g) Payment of fees under this section 
shall be made In cash, or by U.8. money 
order, or by certified bank check payable 
to the Treasurer of the United States. 
Postage stamps will not be accepted. 

Subport C—Exemptions 

g 15.21 Exemptions authorized by 5 
U.S.G 552. 

A requested record shall not be with¬ 
held from inspection or copying unless 
It both (1) comes within one of the 
classes of records exempted by 5 UJ8.C. 
552. and (2) there is need in the public 
Interest to withhold it. In determining 
the scope of the classes of records de¬ 


scribed in paragraph (a) of this section, 
the Attorney General's Memorandum on 
the Public Information Act, June 1967. 
will be used as a guide. 

<m) The classes of records authorised 
to be exempted from disclosure by & 
U.8.C. 552 are those which concern mat¬ 
ters that are: 

(1) Specifically required by Executive 
order to be kept secret In the Interest 
of the national defense or foreign policy; 

(2) Related solely to the Internal per- 
sonnel rules and practices of the De¬ 
partment: 

(3) Specifically exempted from disclo¬ 
sure by statute: 

(4) Trade secrets and commercial or 
financial Information obtained from a 
person and privileged or confidential; 

(5) Interagency or Intra-agency mem¬ 
orandums or letters which would not be 
available by law to a party other than an 
agency in litigation with the Depart¬ 
ment; 

(6) Personnel and medical flies and 
similar files the disclosure of which 
would constitute a clearly unwarranted 
Invasion of personal privacy; 

(7) Investigatory files complied for 
law enforcement purposes except to the 
extent available by law to a party other 
than on agency; 

(8) Contained In or related to exam¬ 
ination, operating, or condition reports 
prepared by, on behalf of. or for the use 
of the Department In connection with 
Its responsibility for the regulation or 
supervision of financial Institutions; or 

(9) Geological and geophysical Infor¬ 
mation and data. Including maps, con¬ 
cerning wells. 

Subpari D—Where Records May Be 
Inspected and Obtained 

g 15.31 Information center*. 

(a) The Deportment maintains a Cen¬ 
tral Information Center In Washington. 
D.C., at the following location: 

Department of Homing and Urban Develop¬ 
ment. 481 Seventh Street 8W.. Room 1202, 
Washington. D.C. 20410. 

(b) The Department also maintains 
an information center— 

<1) In each of Its Regional Offices as 
follows: 

Region X (Bouton)—Room 800, John P. Ken¬ 
nedy Building, Boston, Mon. 02208. 
Region II (New York)—25 Federal Plaza. 
New York. NY 10007. 

Region III (Philadelphia)—Curtis Building. 
6th and Walnut Street*, Philadelphia. PA 
19106. 

Region IV (Atlanta)—645 Peachtree-Seventh 
Building NE„. Atlanta. OA 30333. 

Region V (Chicago)—360 North Michigan 
Avenue. Chicago. XL 60601. 

Region VI (Fort Worth) —Federal Office 
Building, 819 Taylor Street, Fort Worth, 
TX 76102. 

Region VII (Kan*** City)—Room 800 Fed¬ 
eral Office Building, 911 Walnut Street, 
Kansas City. MO 64106. 

Region Vin (Denver)—New Federal Build¬ 
ing. 19th and Stout Streets, Denver. CO 
80202. 

Region IX (San Francisco) —450 Oolden 
Date Avenue. Poet Office Box 86006. San 
Francisco, CA 94102. 
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Region X (Seattle)—3027 Arcade Plaza 

Building, 1821 Second Avenue, Seattle, WA 

08102. 

(2) With respect to the mortgage loan 
activities of GNMA, In each FNMA Re¬ 
gional Office as follows: 

215 Penn Center Plaza, Philadelphia, PA 

10103. 

34 Peachtree Street NE., Atlanta, OA 30303. 
1112 Commonwealth Edison Building. 72 

West Adams Street, Chicago, IL 60603. 
411 North Aknrd Street, Dallas. TX 75201. 
3540 WtInhire Boulevard, Lo* Angeles. CA 

00005. 

(3) In each Area Office and each In¬ 
suring Office; for addresses sec listings 
in local telephone directories under 
“United States Government”. 

§15.32 Information officer*. 

There shall be an information officer 
In each of the information centers de¬ 
scribed in § 15.31 who shall be responsi¬ 
ble for making information and records 
available to the public in accordance 
with this part. The information officer 
in the Department Central Information 
Center shall be designated by the Direc¬ 
tor, Office of Public Affairs. The infor¬ 
mation officer in each Regional Office and 
field office shall be designated by the 
Regional Administrator or the Director 
of the office, as the case may be, with the 
concurrence of the Director, Office of 
Public Affairs. 

§ 15.33 Material in Department Central 
Information Center. 

(а) The Central Information Center 
shall contain or have ready access to the 
following as a minimum: 

(1) Federal Register, Code of Federal 
Regulations, and regulations of the De¬ 
partment contained therein; 

(2) Precedent final opinions and or¬ 
ders in the adjudication of cases; 

(3) Administrative staff manuals 
which affect the public; 

(4) Program manuals which affect the 
public and forms; 

(б) Interpretations relied upon as 
precedents; 

(6) A current index of the foregoing 
materials Issued, adopted, or promul¬ 
gated after July 4,1967. 

lb) The information center in each 
Regional Office. Area Office, and Insuring 
Office shall contain or shall have ready 
access to such of the above records as 
pertain to the activities of that office. 

(C) Facilities shall be available to 
each information center for the copying 
of properly requested and available 
records. 

Subpart E—Procedures for Requesting 
* Access to Records 
§ 15.41 RequwU for record*. 

(a) Requests for Identifiable records 
should be made at the established in¬ 
formation centers. 

(b) A request should specify the re¬ 
quested record by brief description, con¬ 
taining the name, number or date as 
applicable, in enough detail that the 
record can be Identified and located. A 
reasonable time should be allowed for 
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records to be located, copied, and mailed 
or otherwise delivered. 

(c) The request should be accompa¬ 
nied by the fee or an offer to pay the fee 
when determined. 

(d) Copies of available records shall 
be produced as promptly as possible. 
Copying service shall be limited to not 
more than 10 copies of any single page. 
Records which are published or available 
for sale need not be supplied. 

Subpart F—Disclosure of Records and 
Refusal To Disclose 

§ 15.51 Authority to release record* or 
copies. 

The heAd of each organizational unit 
or the designee of each of these officers, 
with respect to records pertaining to pro¬ 
grams or activities for which each has 
primary responsibility, is authorized to 
release any Deportment record or copy 
thereof when disclosure is clearly appro¬ 
priate under this part. Such authorized 
persons may release records for which 
another officer has primary responsibility 
only with the consent of the other officer 
or his designee. 

§ 15.52 Authority to deny requenti for 
record*. 

The officers and their designees de¬ 
scribed in the preceding 115.51 may deny 
a request for & record. Any denial shall 
be promptly made in writing and con¬ 
tain a simple statement of reasons for 
the denial. Prior to a denial, the officer 
or designee shall clear the matter with 
the Office of General Counsel or the office 
of the appropriate Regional Counsel. 
Denial shall terminate the authority of 
the particular officer or designee to re¬ 
lease or disclose the requested record, 
which thereafter may not be made avail¬ 
able except with the express authoriza¬ 
tion of the Secretary or his designee. 

Subpart G—Administrative Review of 

Denials of Requests for Records 

§15.61 Adminiitnitive review. 

(a) Review shall be available only 
from a written denial of a request for a 
record issued under ft 15.52, and only if a 
written request for review is filed within 
30 days after issuance of the written 
denial. The filing of a request for review 
may be accomplished by mailing to the 
Secretary of Housing and Urban Devel¬ 
opment, 451 Seventh Street SW., Room 
10000, Washington, D C. 20410, a copy of 
the request if in writing, a copy of the 
written denial issued under ft 15.52, and a 
statement of the circumstances, reasons, 
or arguments advanced in support of dis¬ 
closure of the original request for the 
record. Review will be made promptly by 
the Secretary or his designee on the 
basis of the written record described in 
this ft 15.61. 

(b) The decision after review will be 
in writing, will be promptly communi¬ 
cated to the person requesting review, 
and will constitute final action of the 
Department on the request, subject to 
Judicial review as provided in 5 XJ3.C. 
552(a) (3). 


Subpart H —Production in Response to 

Subponas or Demands of Courts or 

Other Authorities 
§ 15.71 Purpose and trope. 

This subpart contains the regulations 
of the Department concerning proce¬ 
dures to be followed when a subpena, 
order, or other demand (hereinafter re¬ 
ferred to in this subpart as a “demand’ ) 
of a court or other authority is issued 
for the production or disclosure of (a) 
any material contained in the files of the 
Department, (b) any information relat¬ 
ing to material contained in the files of 
the Department, or (c) any Information 
or material acquired by any person while 
such person was an employee of the 
Department as a part of the perform¬ 
ance of his official duties or because of 
his official status. For the purposes of 
this subpart, the term “employee of the 
Department’* includes all officers and 
employees of the United States appointed 
by, or subject to the supervision of, ths 
Secretary. 

§ 15.72 Production prohibited unlen 
approved by the Secretary. 

No employee or former employee of 
the Department shall, in response to a 
demand of a court or other authority, 
produce any material contained in the 
files of the Department, or disclose any 
information relating to material con¬ 
tained in the files of the Department, 
or disclose any information or produce 
any material acquired as a part of the 
performance of his official duties or be¬ 
cause of his official status, without the 
prior approval of the Secretary. 

§ 15.73 Procedure in the event of a de¬ 
mand for production or diaeloMinr. 

(a) Whenever a demand Is made upon 
an employee or former employee of the 
Department for the production of mate¬ 
rial or the disclosure of information de¬ 
scribed in ft 15.71, he shall immediately 
notify the Secretary and cither the Gen¬ 
eral Counsel or the appropriate Regional 
Counsel. The “appropriate Regional 
Counsel” shall mean the Regional Coun¬ 
sel for the Regional Office having dele¬ 
gated authority over the project or activ¬ 
ity with respect to which the Information 
is sought. If possible, the Secretary shall 
be notified before the employee or for¬ 
mer employee concerned replies to or ap¬ 
pears before the court or other authority. 

(b) If response to the demand is re¬ 
quired before the Instructions from the 
Secretary are received, the U.S. Attorney 
or such other attorney as may be desig¬ 
nated for the purpose, will appear with 
the employee or former employee of the 
Department upon whom the demand has 
been made, and will furnish the court 
or other authority with a copy of the 
regulations contained in this subpart 
and Inform the court or other authority 
that the demand has been or is being, 
as the case may be. referred for prompt 
consideration of the Secretary. The court 
or other authority shall be requested re¬ 
spectfully to stay the demand pending 
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receipt of the requested Instructions 
from the Secretary. 

g 15.74 Procedure In the merit of an ad- 
verse ruling. 

If the court or other authority declines 
to stay the effect of the demand In re¬ 
sponse to a request made in accordance 
with 115.73(b) pending receipt of in¬ 
structions from the Secretary, or if the 
court or other authority rules that the 
demand must be complied with irrespec¬ 
tive of the instructions from the Secre¬ 
tary not to produce the material or 
disclose the Information sought, the 
employee or former employee upon 
whom the demand has been made shall 
respectfully decline to comply with the 
demand (United States ex rel. Touhy 
V. Ragen, 340 U.S. 462). 

PART 17—ADMINISTRATIVE CLAIMS 

Svbporf A—Cfolrm Again*! Government Undo# 
Fodorol Tort Clalim Act 

Gsncsal Provisions 

Stc. 

17.1 Scope; definitions. 

PROCEDURES 

173 Administrative claim: when pre¬ 
sented; appropriate BUD Office. 

ITS Administrative claim; who may file. 
17.4 Administrative claim; evidence and 
Information to he submitted. 

17jS Investigations. 

17 6 Claims Investigation. 

17.7 Authority to adjust, determine, com¬ 
promise, and settle claims. 

17j 8 Limitations on authority. 

17 9 Referral to Department oT Justice. 

17.11 Pinal denial of claim. 

17.12 Action on approved claim. 

Svbporl B—Collection of Cloimi by Ibo Govern¬ 
ment Under the Federal Claims Collodion Act 
of 1966 

1720 Scope; definitions. 

17 21 Incorporation of Joint standards by 
reference. 

1732 Subdivision and joining of claims. 

1723 Authority of offices to attempt collec¬ 
tion of clalma. 

1734 Referral of claims to the Oencral 

Counsel. 

1735 Authority of offices to compromise 

claims or suspend or terminate col* 
lection action. 

1736 Department Claims Officer. 

1737 Claims files. 

17.28 Monthly report of collection action. 

17.29 Accounting control. 

1730 Record retention. 

1731 Suspension or revocation of eligibility. 
1722 Standards for collection of claims. 

1722 Standards for compromise of claims. 
17.34 Standards for suspension or termina¬ 
tion of collection action. 

1735 Referral to OAO or Justice Depart¬ 
ment. 

Svbporl C —Cloims Under the Military Personnel 
and Civilian Employees* Claims Act of 1964 
17.40 Scope and purpose. 

174i Claimants 
17.42 Time limitations. 

17 43 Allowable clalma. 

17.44 Restrictions on certain claims. 

17.45 Unallowable claims. 

17.46 Claims involving carriers or insurers. 

17.47 BetUoment of claims. 

17.48 Computation of amount of award. 

17.49 Attorney s fees. 

1730 Claims procedures. 


Subpart A—Claims Against Govern¬ 
ment Under Federal Tort Claims Act 

Authority : The provisions of this Subpart 
A issued under 28 U8.C. 2672; 28 CFR 
14.11; sec. 7(d). 79 8tat. 070. 42 U.8 C. 3635 
(d). 

General Provisions 
§17.1 Scope; definitions, 

(a) This subpart applies to claims as¬ 
serted under the Federal Tort Claims 
Act, as amended, accruing on or after 
January 18. 1967. for money damages 
against the United States for Injury to or 
loss of property or personal Injury or 
death caused by the negligent or wrong¬ 
ful act or omission of an officer or em¬ 
ployee of the Department while acting 
within the scope of his office or 
employment. 

(b) This subpart is Issued subject to 
and consistent with applicable regula¬ 
tions on administrative claims under the 
Federal Tort Claims Act Issued by the 
Attorney General (31 F.R. 16616; 28 
CFR Part 14). 

(c) For purposes of this subpart, the 
term "Department” means the Depart¬ 
ment of Housing and Urban Develop¬ 
ment, which consists of the Office of the 
Secretary and the several organisational 
units. "Organizational unit” means the 
jurisdictional area of each Assistant 
Secretary, each office head reporting di¬ 
rectly to the Secretary, and each Re¬ 
gional Administrator. 

Procedures 

§ 17.2 Administrative claim; when pre¬ 
sented; appropriate IK'D Office. 

(a) For purposes of this subpart, a 
claim shall be deemed to have been pre¬ 
sented when the Department receives, 
at a place designated In paragraph (b) of 
this section, an executed "Claim for 
Damages or Injury." Standard Form 95. 
or other written notification of an inci¬ 
dent. accompanied by a claim for money 
damages in a sum certain for Injury to 
or loss of property, for personal Injury, 
or for death alleged to have occurred by 
reason of the Incident. A claim which 
should have been presented to the De¬ 
partment, but which was mistakenly 
addressed to or filed with another Fed¬ 
eral agency, is deemed to be presented 
to the Department as of the date that 
the claim Is received by the Department. 
If a claim Is mistakenly addressed to or 
filed with the Department, the Depart¬ 
ment shall forthwith transfer It to the 
appropriate Federal agency, if ascertain¬ 
able, or return It to the claimant. 

(b) A claimant shall mall or deliver 
his claim to the office of employment of 
the Department employee or employees 
whose negligent or wrongful act or omis¬ 
sion is alleged to have caused the loss or 
injury complained of. Where such office 
of employment Is the Department Cen¬ 
tral Office in Washington, or Is not rea¬ 
sonably known and not reasonably ascer¬ 
tainable, claimant shall file his claim 
with the Assistant Secretary for Ad¬ 
ministration. Department of Housing and 
Urban Development, 451 Seventh Street 


SW, Washington, D C. 20410. In all other 
cases, claimant shall address his claim 
to the head of the appropriate office, the 
address of which will generally be found 
listed In the local telephone directory. 

§ 17.3 Administrative claim; who may 
file. 

(a) A claim for injury to or loss of 
property may be presented by the owner 
of the property, his duly authorized 
agent, or his legal representative. 

(b) A claim for personal injury may 
be presented by the Injured person, his 
duly authorized agent, or his legal 
representative. 

(c) A claim based on death may be 
presented by the executor or adminis¬ 
trator of the decedent’s estate, or by any 
other person legally entitled to assert 
such a claim in accordance with appli¬ 
cable State law. 

(d) A claim for loss wholly compen¬ 
sated by an Insurer with the rights of a 
subrogee may be presented by the In¬ 
surer. A claim for loss partially compen¬ 
sated by an insurer with the rights of a 
subrogee may be presented by the insurer 
or the insured Individually, as their re¬ 
spective Interests appear, or Jointly. 
Whenever an Insurer presents a claim 
asserting the rights of a subrogee, he 
shall present with his claim appropriate 
evidence that he has the rights of a 
subrogee. 

(e> A claim presented by an agent or 
legal representative shall be presented 
in the name of the claimant, be signed 
by the agent or legal representative, show 
the title or legal capacity of the person 
signing, and be accompanied by evidence 
of his authority to present a claim on 
behalf of the claimant as agent, executor, 
administrator, parent, guardian, or other 
representative. 

§ 17.4 Administrative claim; evidence 
and information to be submitted. 

(a) Personal injury . In support of a 
claim for personal injury, including pain 
and suffering, the claimant may be re¬ 
quired to submit the following evidence 
or information: 

(1) A written report by his attending 
physician or dentist setting forth the 
nature and extent of the injury, nature 
and extent of treatment, any degree of 
temporary or permanent disability, the 
prognosis, period of hospitalization, and 
any diminished earning capacity. In ad¬ 
dition, the claimant may be required to 
submit to a physical or mental exami¬ 
nation by a physician employed or desig¬ 
nated by the Department or another Fed¬ 
eral agency. A copy of the report of the 
examining physician shall be made avail¬ 
able^ to the claimant upon the claimant s 
written request provided that he has. 
upon request, furnished the report re¬ 
ferred to In the first sentence of this 
subparagraph and has made or agrees 
to make available to the Department any 
other physician's report previously or 
thereafter made of the physical or men¬ 
tal condition which is the subject matter 
of his claim; 

(2) Itemized bills for medical, dental, 
and hospital expenses Incurred, or ltetn- 
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teed receipts of payment for such 
expenses; 

(3) If the prognosis reveals the neces¬ 
sity for future treatment, a statement 
of expected expenses for such treatment; 

(4) If a claim is made for loss of Ume 
from employment, a written statement 
from his employer showing actual time 
lost from employment, whether he is 
a full- or part-time employee, and wages 
or salary actually lost; 

(5) If a claim is made for loss of In¬ 
come and the claimant is self-employed, 
documentary evidence showing the 
amount of earnings actually lost; 

(6) Any other evidence or information 
which may have a bearing on either the 
responsibility of the United States for 
the personal injury or the damages 
claimed. 

(b) Death . In support of a claim based 
on death, the claimant may be required 
to submit the following evidence or in¬ 
formation: 

(1) An authenticated death certificate 
or other competent evidence showing 
cause of death, date of death, and age 
of the decedent; 

(2> Decedent's employment or occu¬ 
pation at time of death, including his 
monthly or yearly salary or earnings (if 
any), and the duration of his last em¬ 
ployment or occupation; 

(3) 1^11 names, addresses, birth dates, 
kinship, and marital status of the de¬ 
cedent's survivors, including identifica¬ 
tion of those survivors who were de¬ 
pendent for support upon the decedent 
at the time of his death; 

(4) Degree of support afforded by the 
decedent to each survivor dependent 
upon him for support at the time of his 
death; 

(5) Decedent's general physical and 
mental condition before death; 

(6) Itemized bills for medical and 
burial expenses incurred by reason of 
the incident causing death, or itemized 
receipts of payment for such expenses; 

(7) If damages for pain and suffering 
prior to death are claimed, a physician’s 
detailed statement specifying the in¬ 
juries suffered, duration of pain and suf¬ 
fering. any drugs administered for pain, 
and the decedent’s physical condition 
in the Interval between injury and 
death; 

(8) Any other evidence or informa¬ 
tion which may have a bearing on either 
the responsibility of the United States for 
the death or the damages claimed. 

(c) Property damage. In support of a 
claim for injury to or loss of property, 
real or personal, the claimant may be re¬ 
quired to submit the following evidence 
or information: 

(1) Proof of ownership; 

(2) A detailed statement of the 
amount claimed with respect to each 
item of property; 

(3) An itemized receipt of payment for 
necessary repairs or itemized written es¬ 
timates of the cost of such repairs; 

(4) A statement listing date of pur¬ 
chase. purchase price, and salvage value 
where repair is not economical; 

(5) Any other evidence or informa¬ 
tion which may have a bearing on either 


the responsibility of the United States 
for the injury to or loss of property or the 
damages claimed. 

g 17.5 Investigation*. 

The Department may Investigate, or 
may request any other Federal agency 
to investigate, a claim filed under this 
subpart. 

§ 17.6 Claim* investigation. 

(a) When a claim has been filed with 
the Department, the head of the orga¬ 
nizational unit concerned or his designee 
shall designate one employee in that unit 
who shall act as. and who shall be re¬ 
ferred to herein as. the Claims Investi¬ 
gating Officer for that particular claim. 
When a claim is received by the head 
of an organizational unit to which this 
subpart applies, it shall be forwarded 
with or without comment to the desig¬ 
nated Claims Investigating Officer, who 
shall: 

(1) Investigate as completely as is 
practicable the nature and circum¬ 
stances of the occurrence causing the 
loss or damage of the claimant’s prop¬ 
erty; 

(2) Ascertain the extent of loss or 
damage to the claimant's property; 

(3) Assemble the necessary forms with 
required data contained therein; 

(4) Prepare a brief statement setting 
forth the facts relative to the claim, a 
statement whether the claim satisfies the 
requirements of this subpart, and a rec¬ 
ommendation as to the amount to be 
paid In settlement of the claim; 

(5) Submit such forms, statements, 
and all necessary supporting papers to 
the head of the organizational unit 
having Jurisdiction over the employee 
involved, who will be responsible for as¬ 
suring that all necessary data has been 
obtained for the file. The head of the 
organizational unit will transmit the 
entire file to the General Counsel. 

§ 17.7 Authority to adjtiftl, drtrrminc, 
compromise, and wttle claim*. 

The General Counsel, the Deputy Gen¬ 
eral Counsel, and such employees of the 
Office of the General Counsel as may be 
designated by the General Counsel, are 
authorized to consider, ascertain, adjust, 
determine, compromise, and settle claims 
pursuant to the Federal Tort Claims 
Act, 28 UB.C. 2671, and the regulations 
contained in 28 CFR Part 14 and in this 
subpart. 

§ 17.8 Limitation* on authority. 

<a> An award, compromise, or settle¬ 
ment of a claim under section 2672 of 
title 28, United States Code, and this sub¬ 
part in excess of $25,000 may be effected 
only with the prior written approval of 
the Attorney General or his designee. 
For the purpose of this paragraph, a 
principal claim and any derivative or 
subrogated claim shall be treated as a 
single claim. 

(b) An administrative claim may be 
adjusted, determined, compromised, or 
settled only after consultation with tho 
Department of Justice when, in the 
opinion of the General Counsel or his 
designee; 


(1) A new precedent or a new point 
of law is Involved; or 

(2) A question of policy Is or may be 
Involved; or 

(3) The United States is or may be 
entitled to indemnity or contribution 
from a third party, and the Department 
is unable to adjust the third party claim; 
or 

(4) The compromise of a particular 
claim, as a practical matter, will or may 
control the disposition of a related claim 
In which the amount to be paid may ex¬ 
ceed $25,000. 

(c) An administrative claim may be 
adjusted, determined, compromised, or 
settled only after consultation with the 
Department of Justice when the De¬ 
partment Is informed or is otherwise 
aware that the United States or an of¬ 
ficer. employee, agent, or cost-type con¬ 
tractor of the United 8tates is Involved 
in litigation based on a claim arising out 
of the same incident or transaction 

§ 17.9 Referral to Department of Ju*. 

tier. 

When Department of Justice approval 
or consultation is required under 117.8, 
the referral or request shall be trans¬ 
mitted to the Department of Justice by 
the General Counsel of the Department 
or his designee. 

§ 17.11 Finn! denial of claim. 

Final denial of an administrative claim 
shall be In writing, and notification of 
denial shall be sent to the claimant, his 
attorney, or legal representative by certi¬ 
fied or registered mail. The notification 
of final denial may Include a statement 
of the reasons for the denial and shall 
Include a statement that, if the claimant 
is dissatisfied with the Department ac¬ 
tion. he may file suit in an appropriate 
U.S. District Court not later thAn 6 
months after the date of mailing of the 
notification. 

§ 17.12 Action on approved claim. 

(a) Payment of a claim approved un¬ 
der this aubpart is contingent on claim¬ 
ant’s execution of (1) a "Claim for Dam¬ 
age or Injury,” Standard Form 95; (2) 
a claims settlement agreement; and (3) 
a "Voucher for Payment,” Standard 
Form 1145. as appropriate. When a 
claimant is represented by an attorney, 
the voucher for payment shall designate 
both the claimant and his attorney as 
payees, and the check shall be delivered 
to the attorney, whose address shall ap¬ 
pear on the voucher. 

(b) Acceptance by the claimant, his 
agent, or legal representative of an 
award, compromise, or settlement made 
under section 2672 or 2677 of title 28. 
United States Code, is final and conclu¬ 
sive on the claimant, his agent or legal 
representative, and any other person on 
whose behalf or for whose benefit the 
claim has been presented, and consti¬ 
tutes a complete release of any claim 
against the United States and against 
any officer or employee of the Govern¬ 
ment whose act or omission gave rise to 
the claim, by reason of the same subject 
matter. 
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Subpart B—Collection of Claims by 

the Government Under the Federal 

Claims Collection Act of 1966 

Authority; The provisions of .this Subpart 
B issued under sec. 3. 80 Stat. 309; 31 U.8.C. 
952; 4 CFR Part* 101-106. 

{ 17.20 Scope; drfinilions. 

<a> Scope. Tills subp&rt sets forth the 
regulations of the Secretary of Housing 
and Urban Development Implementing 
the Federal Claims Collection Act of 1966 
(the Act). In conformity with the stand¬ 
ards jointly promulgated by the Attor¬ 
ney General and the Comptroller Gen¬ 
eral in 4 CFR Parts 101 through 105. The 
Act (1 * requires the Secretary or his des¬ 
ignee to attempt collection of all claims 
of the United States for money or prop¬ 
erty arising out of the activities of the 
Department; and (2) authorizes the Sec¬ 
retary or his designee to compromise 
such claims that do not exceed $20,000 
exclusive of interest, or to suspend or ter¬ 
minate collection action where it appears 
that no person liable on such claim has 
the present or prospective financial abil¬ 
ity to pay any significant sum thereon or 
that the cost of collecting such claim is 
likely to exceed the amount of recovery. 

(b) Definitions. For purposes of this 
subpart, "office” means the organization 
of each Assistant Secretary, the Federal 
Insurance Administrator, the Govern¬ 
ment National Mortgage Association, the 
Community Development Corporation, 
and each Regional Office, Area Office 
and Insuring Office. 

§ 17.21 Incorporation of joint MandartU 
by reference. 

All administrative actions to collect 
claims arising out of the activities of the 
Department shall be performed in ac¬ 
cordance with the applicable standards 
prescribed in 4 CFR Parts 101 through 
105. which are incorporated by reference 
and supplemented in this subpart. 

{17.22 Subtli%i*ion and joining of 
rlaim*. 

(a) A debtor's liability arising from a 
particular transaction or contract shall 
be considered as a single claim in deter¬ 
mining whether the claim is one not 
exceeding $20,000 exclusive of interest 
for the purpose of compromise or ter¬ 
mination of collection action. 8uch a 
claim may not be subdivided to avoid 
the monetary ceiling established by the 
Act. 

( b> Joining of two or more single 
claims in a demand upon a particular 
debtor for payment totaling more than 
$20,000 does not preclude compromise 
or termination of collection action with 
respect to any one of such claims that 
does not exceed $20,000 exclusive of 
interest. 

I 17.23 Authority of office* to attempt 
collection of claim*. 

Each omce of the Department shall 
attempt to collect in full all claims of the 
apartment for money or property aris- 
out of the activities of the office. Each 
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office shall designate a claims collection 
officer, who shall assemble complete in¬ 
formation concerning each claim at the 
time it accrues and currently maintain 
the file. 

§ 17.21 Referral of claim* to the General 
Cognac! 

(a) Authority of the General Counsel. 
The General Counsel shall exercise the 
powers and perform the duties of the 
Secretary to compromise, or to suspend 
or terminate collection action on, all De¬ 
portment claims not exceeding $20,000 
exclusive of interest, except as provided 
in g 17.25 and paragraph <b) of this sec¬ 
tion. When initial attempts at collection 
by the office having responsibility for 
such claims have not been fully success¬ 
ful. the claim file shall be forwarded to 
the Oeneral Counsel for further admin¬ 
istrative collection procedures. Claims 
shall be referred to the Oeneral Counsel 
well within the applicable statute of 
limitations (28 U.S.C. 2415 and 2416). 
but in no event more than 2 years after 
the claims accrued. 

(b) Exclusions. There shall be no com¬ 
promised or terminated collection action 
with respect to any claim: (1) As to 
which there is an Indication of fraud, 
the presentation of a false claim, or mis¬ 
representation on the port of the debtor 
or ony other party having an interest 
In the claim: (2) based in whole or in 
part on conduct In violation of the anti¬ 
trust laws: (3) based on tax statutes: or 
(4) arising from an exception made by 
the Oeneral Accounting Office in the 
account of an accountable officer. Such 
claims shall be promptly referred to the 
Justice Department or GAO. as ap¬ 
propriate. 

g 17.23 Authority of office# to compro¬ 
mise rlaiin* or f»u«prm! or terminate 
collection action, 

(a) Small claims. Where it appears 
that the cost of collecting a claim of less 
than $400 will exceed the amount of 
recovery, the claims collection officer is 
authorized to compromise the claim or 
to terminate collection action. 

(b) Claims arising under certain pro¬ 
grams. The office primarily responsible 
for the following programs of the De¬ 
partment is authorized, in those cases 
where initial collection attempts are not 
wholly successful, to compromise or to 
suspend or terminate collection action on 
claims not exceeding $20,000 with re¬ 
spect to: 

(1) A claim on a property improve¬ 
ment loan account under title I of the 
National Housing Act; 

(2) A claim on a rehabilitation loan 
account under section 312 of the Hous¬ 
ing Act of 1964; 

(3) A claim against tenants or former 
tenants of properties acquired by. or 
under the custody of. the Secretary or 
held by liim as mortgagee in possession; 
or 

(4) A claim arising out of the opera¬ 
tional (nonadmlnistrative) activities of 
the Oovemment National Mortgage As¬ 
sociation <GNMA>. 
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However, no office shall undertake to 
compromise or terminate any collection 
action excluded under { 17.24(b). 

g 17.26 Drparlmcnl Claim* Officer. 

The Oeneral Counsel shall designate 
an employee of the Office of Oeneral 
Counsel as Department Claims Officer, 
who shall be responsible for establish¬ 
ing an efficient, modem claims collec¬ 
tion system in the Department. The De¬ 
partment Claims Officer will supervise 
and train employees of a collection unit 
in the General Counsel's Office and co¬ 
ordinate collection activities of the De¬ 
partment offices. 

§ 17.27 Claim* file*. 

Each claims collection officer is respon¬ 
sible for obtaining current credit data 
about each person against whom a claim 
is pending in his office. The file shall be 
kept reasonably up to date by the De¬ 
partment Claims Officer for claims re¬ 
ferred to the Oeneral Counsel for collec¬ 
tion. Such credit data may take the form 
of (a> a commercial credit report, <b> an 
agency investigative report showing the 
debtor's assets and liabilities and his in¬ 
come and expenses, <c> the individual 
debtor's own financial statement ex¬ 
ecuted under penalty of perjury reflect¬ 
ing his assets and liabilities and his In¬ 
come and expenses, or <d) an audited 
balance sheet of a corporate debtor. The 
file should also contain a checklist or 
brief summary of actions taken to collect 
or compromise a claim. 

§ 17.28 Monthly report of collection 
action. 

The Department Claims Officer shall 
make a monthly report to the Oeneral 
Counsel and all offices that have referred 
claims for collection. The report should 
contain the following information as a 
minimum: 

(a) All outstanding claims referred to 
the Oeneral Counsel for administrative 
collection. Including the name and ad¬ 
dress of the debtor, the amount of the 
claim, the date the claim accrued, the 
basis of the claim, the office referring the 
claim, and the current progress of collec¬ 
tion activities. 

(b> All claims compromised or on 
which collection has been suspended or 
terminated or referred to GAO or Justice 
for further collection action during the 
month. The collection action taken and 
the basis for the action should be in¬ 
dicated. 

(c) All claims referred to the Depart¬ 
ment of Justice under { 17.24(a). 

(d) Claims returned to this Depart¬ 
ment by the Justice Department for fur¬ 
ther collection action because Justice's 
handling was not warranted. 

§17.29 Accounting control. 

Each office and the Department Claims 
Officer shall process all claims collections 
through the appropriate accounting office 
and report the collection, compromise, 
suspension and termination of all claims 
to the appropriate accounting office for 
recording. 
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§17.30 Record retention. 

The file of each claim on which admin¬ 
istrative collection action has been com¬ 
pleted shall be retained by the appropri¬ 
ate office or the General Counsel not less 
than 1 year after the applicable statute 
of limitations has run. 

§ 17.31 Su«poit«i»n *>r moc»iion of 
clifikiiilr. 

(a) Where a contractor, grantee, or 
other participant in programs sponsored 
by the Department fails to pay his debts 
to the Department within a reasonable 
time after demand, the fact shall be re¬ 
ported by the General Counsel to the 
Director. Office of Investigation, who 
6hall place such defaulting participant's 
name on the Department's list of de¬ 
barred, suspended and ineligible con¬ 
tractors and grantees and the participant 
will be so advised. 

(b) The failure of any surety to honor 
its obligations in accordance with 6 
U.S.C. 11 is to be reported at once to 
the General Counsel who shall so advise 
the Treasury Department The Treasury 
Department will notify this Department 
when a surety's certificate of authority 
to do business with the Government has 
been revoked or forfeited. 

§ 17.32 Standard* for collection of 
rlaina. 

(a) Demand lor payment. Appropriate 
written demands shall be made upon the 
debtor which shall include information 
relating to the consequences of his fail¬ 
ure to cooperate. 

<b> Collection by offset . Collection by 
offset will be administratively under¬ 
taken on claims which are liquidated or 
certain in amount in every instance 
where this is feasible. 

(c) Liquidation of collateral. Where 
the Department holds security or col¬ 
lateral that may be liquidated and the 
proceeds applied on debts due it through 
the exercise of a power of sale in the 
security instrument or a nonjudicial fore¬ 
closure, such procedures should be fol¬ 
lowed If the debtor fails to pay his debt 
within a reasonable time after demand, 
unless the cost of disposing of the col¬ 
lateral will be disproportionate to its 
value or special circumstances require 
Judicial foreclosure. 

(d) Collection in installments. Claims 
with accrued interest should be collected 
in full in one lump sum whenever this is 
possible. How r ever, if the debtor is finan¬ 
cially unable to pay the indebtedness in 
one lump sum. payment may be accepted 
in regular installments. 

<e) Interest . Where prejudgment in¬ 
terest is not mandated by statute, con¬ 
tract or regulation, the interest shall be 
assessed at 7 percent. Prejudgment in¬ 
terest may be waived as an inducement 
to voluntary payment. In such cases de¬ 
mand letters should inform the debtor 
that prejudgment interest will be col¬ 
lected if suit becomes necessary. When a 
debt is paid in installments and interest 
is collected. Installment payments will 
first be applied to the payment of accrued 
interest and then to principal in accord¬ 
ance with the so-called "U.S. Rule" un¬ 
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less a different rule is prescribed by 
statute, contract or regulation. Prejudg¬ 
ment interest shall not be demanded or 
collected on civil penalty and forfeiture 
claims unless the statute under which 
the claim arises authorises the collection 
of such interest. 

(f) Omission not a defense. Failure to 
co mply with any standard prescribed in 
4 CFR Chapter II or in this subpart 
shall not be available as a defense to any 
debtor. 

§ 17.33 SttttuLtrtl* for coiuproini»c of 
claim*. 

(a) Compromise offer. An offer to com¬ 
promise may be accepted (1) if there is 
real doubt concerning the Department's 
ability to prove its case in court for the 
full amount claimed; (2) If the cost of 
collecting the claim does not justify the 
enforced collection of the full amount; 
(3) If in connection with statutory penal¬ 
ties or forfeitures established as an aid 
U enforcement and to compel compli¬ 
ance, the Department's enforcement 
policy will be adequately served by ac¬ 
ceptance of the sum to be agreed upon, 
or <4> for other reasons deemed valid by 
the General Counsel (or other designee) 
and made a part of the claim record. 

(b> Documentary evidence of com - 
promise. No compromise of a claim shall 
be final or binding on the Department 
unless it is in writing and signed by the 
appropriate officer who has authority to 
compromise the claim pursuant to this 
subpart. 

§ 17.31 Standards for suspension or ter¬ 
mination of collection action. 

(a) Suspension of collection action. 
Collection action shall be suspended 
temporarily on a claim when the debtor 
cannot be located after diligent effort but 
there is reason to believe that future col¬ 
lection action may be sufficiently produc¬ 
tive to justify periodic review and action 
on the claim, having consideration for its 
size and the amount which may be real¬ 
ized. Collection action may be sus¬ 
pended temporarily on a claim when the 
debtor owns no substantial equity in 
realty and is presently unable to make 
payment on the Deportment's claim or 
effect a compromise, but his future pros¬ 
pects Justify retention of the claim for 
periodic review and action and (1) the 
applicable statute of limitations has been 
tolled or started anew* or (2) future col¬ 
lection can be effected by offset notwith¬ 
standing the statue of limitations. Sus¬ 
pension as to a particular debtor should 
not defer the early liquidation of secu¬ 
rity for the debt. 

<b> Termination of collection action. 
Collection action may be terminated and 
the Department file closed for the follow¬ 
ing reasons: (1) No substantial amount 
can be collected: (2) the debtor cannot 
be located: (3) the cost will exceed re¬ 
covery; (4) the claim is legally without 
merit; or <5) the claim cannot be sub¬ 
stantiated by evidence. 

§ 17.35 Referral lo GAO or Justice De¬ 
partment. 

(a) Claims referred . Claims which 
cannot be collected, compromised, or 


terminated in accordance with 4 CFR 
Parts 101 to 105 will be referred to the 
General Accounting Office in accordance 
with 31 U.8.C. 71 or to the Department 
of Justice if this Department has been 
granted an exception from referrals to 
the General Accounting Office. Also, if 
there is doubt as to whether collection 
action should be suspended or termi¬ 
nated on a claim, the claim may be re¬ 
ferred to the General Accounting Office 
for advice. When recovery of a Judg- 
ment is prerequisite to Imposition of ad¬ 
ministrative sanctions, the claim may 
be referred to the Justice Department 
for litigation even though termination 
of collection activity might otherwise be 
considered. 

<bi Prompt referral . Such referrals 
shall be made as early as possible con¬ 
sistent with aggressive collection action, 
and in any event, well within the statute 
of limitations for bringing suit against 
the debtor. 

Subpart C—Claims Under the Military 

Personnel and Civilian Employees' 

Claims Act of 1964 

Authority: The provisions of this Subpan 
O Issued under eec. 3, 78 8tat. 787; 31 UI4.C. 
241; sec. 7(d). 7» 8t*t. 870; 42 Ufi.C. 3535(4). 

§ 17.40 Scope and purpose. 

ta> This subpart applies to all claims 
filed by or on behalf of employees of the 
Department of Housing and Urban De¬ 
velopment for loss of or damage to per¬ 
sonal property whi ch oc curs incident to 
their service with HUD under the Mili¬ 
tary Personnel and Civilian Employees’ 
Claims Act of 1964. A claim must be sub¬ 
stantiated and the possession of the 
property determined to bo reasonable, 
useful, or proper. The maximum amount 
that can be paid under any claim under 
the Act is $6,500 and property may be re¬ 
placed in kind at the option of the Gov¬ 
ernment. Nothing in this subpart shall be 
construed to bar claims payable under 
statutory authority. 

(b) HUD is not an insurer and does 
not underwrite all personal property 
losses that an employee may sustain. 
Employees are encouraged to carry pri¬ 
vate insurance to the maximum extent 
practicable to avoid large losses or 
losses which may not be recoverable from 
HUD. The procedures set forth in this 
section are designed to enable the claim¬ 
ant to obtain the maximum amount of 
compensation for his loss or damage. 
Failure of the claimant to comply with 
these procedures may reduce or preclude 
payment of his claim under this subpart. 
§ 17.41 Claimant*. 

<a> A claim pursuant to this subpart 
may only be made by: 

(1) An employee of HUD. 

(2> A former employee of HUD whose 
claim arises out of an incident occurtnc 
before Ills separation from HUD. 

(3) Survivors of a person named in 
subparagraph (1) or (2) of this para¬ 
graph, in the following order of 
precedence: 
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<i> Spouse. 

<il) Children. 

Oil) Father or mother, or both. 

<lv) Brothers or sisters, or both. 

<4) The authorized agent or legal rep¬ 
resentative of a person named in sub- 
paragraphs (1), (2), and (3) of this 
paragraph. 

<b> A claim may not be presented by 
or for the benefit of a subrogee, assignee, 
conditional vendor, or other third party. 

§17.42 Time limitation*. 

A claim under this part may be allowed 

only if: 

(a) Except as provided in paragraph 
<b> of this section, it is filed in writing 
within 2 years after accrual. For pur¬ 
poses of this part, a claim accrues at the 
time of the accident or incident causing 
the loss or damage, or at such time as 
the loss or damage should have been dis¬ 
covered by the claimant by the exercise 
of due diligence. 

(b) It cannot be hied within the time 
limits of paragraph (a) of this section, 
because It accrues in time of war or in 
time of armed conflict in which any 
armed force of the United States is en¬ 
gaged or if such a war or armed conflict 
intervenes within 2 years after it accrues. 
And if good cause is shown, and if it is 
filed not later than 2 years after that 
cause ceases to exist, or 2 years after the 
war or armed conflict is terminated, 
whichever is earlier. 

§17.43 Allowable claim*. 

<*) A claim may be allowed only if: 

< 1) The damage or loss was not caused 
wholly or partly by the negligent or 
wrongful act of the claimant, his agent, 
the members of his family, or his private 
employee (the standard to be applied is 
that of reasonable care under the clr. 
cumstances): and 

(2) The possession of the property lost 
or damaged and the quantity possessed 
Is determined to have been reasonable, 
useful, or proper under the circum¬ 
stances; and 

(3) The claim is substantiated by 
proper and convincing evidence. 

<b) Claims which are otherwise allow¬ 
able under this part shall not be dis¬ 
allowed solely because the property was 
not in the possession of the claimant at 
the time of the damage or loss, or solely 
because the claimant was not the legal 
owner of the property for which the 
claim is made. For example, borrowed 
property may be the subject of a claim. 

<c) Subject to the conditions in para¬ 
graph (a) of this section, and the other 
provisions of this subpart, any claim for 
damage to, or loss of. personal property 
Incident to sendee with HUD may be 
considered and allowed. The following 
*rc examples of the principal types of 
claims which may be allowed, but these 
examples are not exclusive and other 
types of claims may be allowed, unless 
excluded by $§ 17.44 and 17.45: 

<l) Property loss or damage in quar- 
ten or other authorized places. Claims 
may be allowed for damage to. or loss of, 
Property arising from fire, flood, hurrl- 
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cane, other natural disaster, theft, or 
other unusual occurrence, while such 
property is located at: 

(1) Quarters within the 50 States or 
the District of Columbia that were as¬ 
signed to the claimant or otherwise 
provided in kind by the United States; 

(ii) Quarters outside the 50 States and 
the District of Columbia that were oc¬ 
cupied by the claimant, whether or not 
they were assigned or otherwise pro¬ 
vided in kind by the United States, ex¬ 
cept when the claimant is a civilian em¬ 
ployee who is a local Inhabitant; or 

(iii) Any warehouse, office, working 
area, or other place (except quarters) 
authorized or apparently authorized for 
the reception or storage of property. 

(2) Transportation or travel losses. 
Claims may be allowed for damage to, 
or loss of, property incident to trans¬ 
portation or storage pursuant to orders, 
or in connection with travel under 
orders, including property in the cus¬ 
tody of a carrier, an agent or agency of 
the Government, or the claimant. 

(3) Mobile homes. Claims may be al¬ 
lowed for damage to, or loss of, mobile 
homes and their contents under the pro¬ 
visions of subparagraph (2) of this para¬ 
graph (c). Claims for structural dam¬ 
age to mobile homes, other than that 
caused by collision, and damage to con¬ 
tents of mobile homes resulting from 
such structural damage, must contain 
conclusive evidence that the damage was 
not caused by structural deficiency of 
the mobile home and that it was not 
overloaded. Claims for damage to, or 
loss of. tires mounted on mobile homes 
will not be allowed, except in cases of 
collision, theft, or vandalism. 

(4) Enemy action or public service. 
Claims may be allowed for damage to, 
or loss of. property as a direct conse¬ 
quence of; 

<i) Enemy action or threat thereof, or 
combat, guerilla, brigandage, or other 
belligerent activity, or unjust confisca¬ 
tion by a foreign power or its nationals; 

<il) Action by the claimant to quiet a 
civil disturbance or to alleviate a public 
disaster; or 

(iii) EfTorts by the claimant to save 
human life or Government property. 

(5) Property used for benefit of the 
Government . Claims may be allowed for 
damage to, or loss of, property when used 
for the benefit of the Government at the 
request of. or with the knowledge and 
consent of. superior authority. 

(6) Clothing and accessories. Claims 
may be allowed for damage to, or loss of. 
clothing or accessories customarily worn 
on the person, such as eyeglasses, hearing 
aids, or dentures. 

§ 17.44 Restriction* on certain claims. 

Claims of the type described in this 
section are only allowable subject to the 
restrictions noted: 

(a) Money or currency . Claims may be 
allowed for loss of money or currency 
only when lost incident to Are, flood, 
hurricane, other natural disaster, or by 
theft from quarters (as limited by para¬ 
graph (a) of I 17.45). In instances of 
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theft from quarters, it must be conclu¬ 
sively shown that the quarters were 
locked at the time of the theft. Reim¬ 
bursement for loss of money or currency 
is limited to an amount which is deter¬ 
mined to have been reasonable for the 
claimant to have had in his possession at 
the time of the loss. 

(b) Government property. Claims 
may only be allowed for property owned 
by the United States for which the 
claimant is financially responsible to 
any agency of the Oovcmment other 
than HUD. 

(c) Estimate fees. Claims may include 
fees paid to obtain estimates of repair 
only when it is clear that an estimate 
could not have been obtained without 
paying a fee. In that case, the fee may 
be allowed only in an amount deter¬ 
mined to be reasonable in relation to 
the value of the property or the cost 
of the repairs. 

(d) Automobiles and other motor ve¬ 
hicles. Claims may only be allowed for 
damage to. or loss of. automobiles and 
other motor vehicles if; 

(1) Such motor vehicles were required 
to be used for official Government busi¬ 
ness (official Government business, as 
used here, does not include travel, or 
parking incident thereto, between quar¬ 
ters and office, or use of vehicles for the 
convenience of the owner. However, it 
does include travel, and parking Incident 
thereto, between quarters and assigned 
place of duty specifically authorized by 
the employee's supervisor as being more 
advantageous to the Government); or 

(2) Shipment of such motor vehicles 
was being furnished or provided by the 
Government, subject to the provisions of 
S 17.46. 

§ 17.45 Unallowable claim*. 

Claims arc not allowable for the 
following: 

(a) Unassigncd quarters in United 
States. Property loss or damage in quar¬ 
ters occupied by the claimant within the 
50 States or the District of Columbia 
that were not assigned to him or other¬ 
wise provided, in kind by the United 
States. 

(b) Business property. Property used 
for business or profit. 

(c) Unserviceable property. Womout 
or unserviceable property. 

(d> Illegal possession. Property ac¬ 
quired, possessed, or transported in vio¬ 
lation of law or in violation of applicable 
regulations or directives. 

(e) Articles of extraordinary value. 
Valuable articles, such as cameras, 
watches, Jewelry, furs, or other articles 
of extraordinary value, when shipped 
with household goods or as unaccom¬ 
panied baggage (shipment includes stor¬ 
age). This prohibition does not apply 
to articles in the personal custody of the 
claimant or articles properly checked, 
provided that reasonable protection or 
security measures have been taken by 
claimant. 

(f) Minimum amount. Loss or damage 
amounting to less than $10. 
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§ 17.-16 (Haim- involving carrier* or in- 
fturem. 

In the event the property which Is the 
subject of a claim was lost or damaged 
while in the possession of a carrier or 
was insured, the following procedures 
will apply: 

(a) Whenever property is damaged, 
lost, or destroyed while being stripped 
pursuant to authorized travel orders, the 
owner must file a written claim for re¬ 
imbursement with the last commercial 
carrier known or believed to have han¬ 
dled the goods, or the carrier known to 
be in possession of the property when the 
damage or loss occurred, according to 
the terms of its bill of lading or con¬ 
tract, before submitting a claim against 
the Government under this subpart. 

< 1) If more than one bill of lading or 
contract was issued, a separate demand 
should be made against the last carrier 
on each such document. 

(2) The demand should be made 
within 9 months of the date that de¬ 
livery was made, or within 9 months of 
the date that delivery should ordinarily 
have been made. 

<3) If it is apparent that the damage 
or loss is attributable to packing, stor¬ 
age, or unpacking while in the custody of 
the Government, no demand need be 
made against the carrier. 

(b) Whenever property which is dam¬ 
aged. lost, or destroyed incident to the 
claimant’s sendee is insured in whole or 
in part, the claimant must make demand 
in writing against the Insurer for reim¬ 
bursement under the terms and condi¬ 
tions of the insurance coverage, prior to 
the filing of the concurrent claim 
against the Government. 

(c) Failure to make a demand on a 
carrier or Insurer or to make all reason¬ 
able efforts to protect and prosecute 
rights available against a carrier or in¬ 
surer and to collect the amount recover¬ 
able from the carrier or insurer may 
result in reducing the amount recover¬ 
able from the Government by the maxi¬ 
mum amount which would have been 
recoverable from the carrier or insurer, 
had the claim been timely or diligently 
prosecuted. However, no deduction will 
be made where the circumstances of the 
claimant's service preclude reasonable 
filing of such a claim or diligent prosecu¬ 
tion, or the evidence indicates a demand 
was impracticable or would have been 
unavailing. 

(d) Following the submission of the 
claim against the carrier or insurer, the 
claimant may immediately submit his 
claim against the Government in accord¬ 
ance with the provisions of this subpart, 
without waiting until either final ap¬ 
proval or denial of his claim Is made by 
the carrier or insurer. 

(1) Upon submitting his claim, he will 
certify in his claim that he has or has 
not gained any recovery from a carrier 
or Insurer, and enclose all correspondence 
pertinent thereto. 

(2) If final action has not been taken 
by the carrier or insurer on his claim, he 
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will immediately notify them to address 
all correspondence in regard to his claim 
to him. in care of the General Counsel 
of HUD. 

(3) The claimant shall advise the 
General Counsel of any action taken by 
the carrier or insurer on his claim and 
upon request shall furnish all corre¬ 
spondence documents, and other evidence 
pertinent to the matter. 

(e) The claimant will assign to the 
United States to the extent of any pay¬ 
ment on his claim accepted by him. all his 
right, title and interest in any claim he 
may have against any carrier, insurer, or 
other party arising out of the Incident on 
which the claim against the United 
States Is based. After payment of his 
claim by the United States, the claimant 
will, upon receipt of any payment from 
a carrier or insurer, pay the proceeds 
to the United States to the extent of the 
payment received by him from the 
United States. 

<f) Where a claimant recovers for the 
loss from the carrier or insurer before 
his claim under this subpart is settled, 
the amount or recovery shall be applied 
to his claim as follows: 

(1) When the amount recovered from 
a carrier, insurer, or other third party 
is greater than or equal to the claimant's 
total loss as determined under this part, 
no compensation is allowable under this 
part. 

(2) When the amount recovered U less 
than such total loss, the allowable 
amount U determined by deducting the 
recovery from the amount of such total 
loss. 

(3) For the purpose of this paragraph 

(f) the claimant's total loss is to be de¬ 
termined without regard to the $6,500 
maximum set forth above. However, if 
the resulting amount, after making this 
deduction, exceeds $6,500, the claimant 
will be allowed only $6,500. 

§ 17.47 Settlement of claim*. 

(a) The General Counsel. HUD. is 
authorized to settle (consider, ascertain, 
adjust, determine, and dispose of. 
whether by full or partial allowance or 
disallowance) any claim under this 
subpart. 

(b) The General Counsel may formu¬ 
late such procedures and make such re- 
delegations as may b.*: required to fulfill 
the objectives of this subpart. 

(c) The General Counsel shall con¬ 
duct such Investigation as may be ap¬ 
propriate in order to determine the 
validity of a claim. 

(d) The General Counsel shall notify 
a claimant in writing of action taken on 
his claim, and If partial or full disallow¬ 
ance is made, the reasons therefor. 

(e) In the event a claim submitted 
against a carrier under ft 17.46 has not 
been settled before settlement of the 
claim against the Government pursuant 
to this subpart, the General Counsel shall 
notify such carrier or insurer to pay the 
procee ds of the claim to HUD to the 
extent HUD has paid such to claimant 
In settlement. 


S 17.48 Computation of amount of 
award. 

(a) The amount allowed for damage to 
or loss of any item of property may not 
exceed the cost of the item (either the 
price paid in cash or property, or the 
value at the time of acquisition if not 
acquired by purchase or exchange): 
and there will be no allowance for re¬ 
placement cost or for appreciation tn 
the value of the property. Subject to 
these limitations, the amount allowable 
is either: 

(1) The depreciated value, immedi¬ 
ately prior to the loss or damage, of prop¬ 
erty lost or damaged beyond economical 
repair, less any salvage value; or 

(2) The reasonable cost of repairs, 
when property is economically repairable, 
provided that the cost of repairs does not 
exceed the amount allowable under sub- 
paragraph (1) of this paragraph. 

<b) Depreciation In value is deter¬ 
mined by considering the type of article 
involved. Its cost, its condition when 
damaged or lost, and the time elapsed 
between the date of acquisition and the 
date of damage or loss. 

(c) Replacement of lost or damaged 
property may be made in kind whenever 
appropriate. 

g 17.49 Attorney** fee*. 

No more than 10 per centum of the 
amount paid in settlement of each indi¬ 
vidual claim submitted and settled under 
this subpart shall be paid or delivered 
to or received by any agent or attorney 
on account of services rendered in con¬ 
nection with that claim. 

§17.50 Churn* procedure*. 

(a) Applicants shall file claims in writ¬ 
ing with the Oeneral Counsel, Depart¬ 
ment of Housing and Urban Develop¬ 
ment, Washington, D.C. 30410. 

(b) Each written claim shall contain, 
as a minimum— 

(1) Name, address, place of employ¬ 
ment of claimant. 

(2) Place and date of loss or damage. 

(3) A brief statement of the facts 
and circumstances surrounding loss or 
damage. 

(4) Cost. date, and place of acquisi¬ 
tion of each piece of property lost or 
damaged. 

(5) Two Itemized repair estimates, or 
value estimates, whichever Is applicable. 

<6) Copies of police report if 
applicable. 

(7) With respect to claims involving 
thefts or losses in quarters or oilier places 
where the property was reasonably* kept, 
a statement as to what security precau¬ 
tions were taken to protect the property 
involved. 

(8) With respect to claims involving 
property being used for the benefit of 
the Government, a statement by the 
employee's supervisor evidencing that the 
claimant was required to provide such 
property or that his providing it was in 
the interest of the Government 

(9) Other evidence as may be required 
by the General Counsel. 
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PART 24—DEBARMENT, SUSPENSION, 
AND INELIGIBILITY OF CONTRAC¬ 
TORS AND GRANTEES 

See. 

240 Policy. 

241 Scope. 

242 Authority. 

243 Applicability. 

24 4 Definitions 
24 A Oeneral. 

24 6 EilabiUhxnent end maintenance of 
list* of contractors end grantee* de¬ 
barred. suspended, declared Ineligi¬ 
ble; auxiliary lists. 

24.7 Bases for entry. 

24 8 Treatment to be accorded contractors 
or grantees in debarred, suspended, 
or ineligible status. 

24 9 Causes and conditions applicable to 
determination of debarment. 

2410 Procedural requirements relating to 
the imposition of debarment. 

24 11 Suspension. 

24 12 Causes and conditions under which 
contractors or grantees may be 
suspended. 

24 13 Period and scope of suspension. 

>4.14 Restrictions during period of 
suspension. 

24 15 Notice of suspension. 

AcrrHOWTY: The provisions of this Part 24 
Iwued under sec. 7(d). 70 8tst. 670; 42 U-8.C. 
3535(d). 

§ 21.0 Policy. 

ia) In order that this Department may 
realize the goal of a decent home and a 
nuitabl© living environment for every 
American family. It Is necessary that 
grants and contracts awarded by the De¬ 
partment and by those entitles with 
whom it does business be made only to 
those contractors and grantees which 
can demonstrate that Government funds 
win be properly utilized. Department 
policy requires, therefore, that awards 
may be made only to responsible con¬ 
tractors and grantees. In evaluating past 
performance of participants in programs 
administered by the Department, as well 
as other relevant aspects of the record 
and status of the participants, the cri¬ 
teria for debarment and suspension shall 
be uniform. 

*b> It is recognized that each Depart¬ 
ment office requires certain latitude to 
function effectively in this area. Each 
office may accordingly implement these 
regulations by appropriate guidelines 
which prescribe auxiliary procedures not 
Inconsistent with this part and which 
have been approved, prior to adoption, 
by the Office of Oeneral Counsel. 

5 21.1 Scope. 

This part prescribes procedures re¬ 
lating to: 

<a> The debarment of contractors and 
grantees for cause: 

<1>) The suspension of contractors and 
grantees for cause under prescribed 

conditions; 

( c> The placement of contractors and 
cron tees in ineligibility status when they 
are Included In lists which make their 
Participation in federally assisted pro¬ 
grams Illegal; 

<d) Use of Adverse Information Re¬ 
ports to identify contractors and grantees 
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having unfavorable performance rec¬ 
ords; and 

(e) Reconsideration of debarment and 
suspension. 

§ 2 1.2 Authority. 

This pan is Issued under section 
7(d) of the Department of Housing and 
Urban Development Act (42 U.S.C. 
3535(d)). 

§ 24.3 Applicability. 

(a) This pan applies to (1) con¬ 
tracts in accordance with 41 CFR. Chap¬ 
ter I. for procurement of property, non¬ 
personal services (including const rue - 
tion), and personal services (41 CFR 
8 1-3.204); (2) HUD assisted contracts: 
(3) public and private organizations and 
Individuals who are contractors with or 
grantees of the D epartment and to all 
who receive HUD funds from such con¬ 
tractors or grantees; (4) and partici¬ 
pants. or contractors with participants, 
in programs where HUD is the guarantor 
or insurer. 

<b> This port does not apply to (I) 
contracts with, or grants made to. owners 
or occupants of real property in connec¬ 
tion with the acquisition of such real 
property, or any interest therein, by a 
public entity for a HUD assisted program 
or project where such entity possesses 
the power of eminent domain; or (2) re¬ 
location payments, 

§ 2-4.4 Definition*. 

(a) "Debarment" means, in general, 
an exclusion from participation in HUD 
programs for a reasonable, specified pe¬ 
riod of time commensurate with the seri¬ 
ousness of the offense or failure, or the 
Inadequacy of performance. However, in 
connection with Executive Order 11246 
on Equal Employment Opportunity, the 
term debarment also means an exclusion 
from contracting or subcontracting for 
an indefinite period of time pending the 
elimination of the circumstances for 
which the exclusion was imposed. 

<b) "Suspension" means a disqualifi¬ 
cation from participation in HUD pro¬ 
grams for a temporary period of time 
because a contractor or grantee is 
suspected upon adequate evidence of 
engaging in criminal, fraudulent, or 
seriously Improper conduct. 

(c) "Placement in ineligibility status" 
means a disqualification from participa¬ 
tion in HUD programs pending the elim¬ 
ination of the circumstances which con¬ 
stitute the basis for imposition of the 
disqualification. 

(d> "Affiliates." Business concerns are 
affiliates of each other when either di¬ 
rectly or indirectly one concern or indi¬ 
vidual controls or has the power to 
control another, or when a third party 
controls or has the power to control both. 

(e) "Consolidated List." A list of all 
contractors and grantees against whom 
any or all of the measures referred to in 
this part have been invoked. It includes 
past performance data and the status of 
participant on any debarment, suspen¬ 
sion. or ineligibility list. 

(I) "Adverse Information Report." A 
record of contractors and grantees whose 
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performance has been unsatisfactory 
under auxiliary procedures established 
by the offices of the Assistant Secretaries. 

<g) "Contractors or grantees." Indi¬ 
viduals and public or private organiza¬ 
tions that are direct recipients of HUD 
funds or that receive HUD funds indi¬ 
rectly through non-Federal sources; all 
participants, or contractors with partici¬ 
pants. in programs where HUD is the 
guarantor or insurer; and Federally as¬ 
sisted construction contractors. 

(h) "Financial assistance." Assistance 
through grant or contractual arrange¬ 
ments; assistance in the form of loons, 
loan guarantees or insurance; and in ad¬ 
dition, award of procurement contracts, 
notwithstanding any quid pro quo given. 

§ 24.5 General. 

(a) Debarment, suspension, and place¬ 
ment in ineligible status are measures 
which may be invoked by offices of the 
Department either to exclude or to dis¬ 
qualify contractors and grantees from 
participation in Department programs. 
These measures shall be used for the pur¬ 
pose of protecting the public and are not 
for punitive purposes. To assure the De¬ 
partment of benefits to be derived from 
the full and free competition of inter¬ 
ested contractors and grantees, these 
measures should not be instituted for any 
time longer than deemed necessary, and 
should generally preclude awards only 
for the duration of the period of 
nonresponsibility. 

(b) Department action to exclude or 
to disqualify contractors and grantees 
from participation in its programs, or 
to reconsider such measures, shall be 
based upon all available relevant facts. 
Department investigation required to 
elicit such facts and related evidence 
shall be conducted by the Office of In¬ 
vestigation or by such other office as has 
been assigned investigative authority. 

(c) In any instance where Depart¬ 
ment action under these regulations re¬ 
sults in an applicant's being denied 
financial assistance on the basis of his 
previous conduct with the Department, 
the applicant is entitled to a hearing In 
accordance with paragraphs (b) (2) and 
(3) of 8 24.10 regardless of the pro¬ 
cedure which has been applied to effect 
such denial: Provided , That the appli¬ 
cant has exhausted all other available 
procedures for reinstatement with re¬ 
spect to the program under which 
assistance was denied. 

(d) Where an Assistant Secretary has 
authority under this part to act or make 
a determination, lie may delegate all or 
part of this authority. 

§ 21.6 KMablUlimcnt and maintenance 
of list! of contractors and grantee 
debarred, «u» pended, dcrUrcd ineli¬ 
gible: auxiliary li»u. 

(a) The Director, Office of Investiga¬ 
tion. shall be responsible for maintenance 
and consolidation of Department lists 
relating to debarment, suspension, and 
ineligibility and any Adverse Informa¬ 
tion Reports furnished by the Assistant 
Secretaries. He shall further maintain 
debarment lists of other Government 
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agencies which this Department is re¬ 
quired by law and Executive order to 
observe, 

<b> Each Assistant Secretary shall ad¬ 
vise the Director. Office of Investigation, 
of additions or deletions to be made in 
the lists maintained by the Office of In¬ 
vestigation. Such lists shall be periodi¬ 
cally reviewed by the General Counsel 
to assure that the criteria, procedures, 
and standards included in these regula¬ 
tions are observed. 

<c> The Director, Office of Investiga¬ 
tion, shall. In cooperation with the of¬ 
fices of the Department and the Office 
of ADP Systems Management and Op¬ 
erations. establish automative proce¬ 
dures for assuring that effective and 
timely reference checks may be made by 
designated officials. 

<d> The General Counsel, in cooper¬ 
ation with the Assistant Secretaries, 
shall determine the necessity for and 
degree of restriction Imposed on circu¬ 
lation to non-Federal entities of the lists 
maintained by the Office of Investiga¬ 
tion and correspondence relating to such 
lists. If the General Counsel determines 
a list shall be so restricted, the Director. 
Office of Investigation, shall establish 
rules for handling such list. Lists shall 
be marked “For Official Use Only." 

<c) All lists shall be kept current. Pro¬ 
cedures for issuance of notices of addi¬ 
tions and deletions shall be established 
by the Director. Office of Investigation, 
in cooperation with the Office of ADP 
Systems Management and Operations 
Each Assistant Secretary shall appoint 
a liaison officer responsible for provid¬ 
ing the Office of Investigation with cur¬ 
rent information. 

<f> The Consolidated List shall show 
as a minimum the following information 
where applicable: 1 1 > The names of 
those contractors and grantees debarred, 
suspended, or ineligible tin alphabetical 
order) with appropriate cross reference 
where more than one name is involved 
in a single transaction: (2) the basis 
of authority for each action; (3) the ex¬ 
tent of restrictions imposed; and <4* the 
termination date for each listing. Within 
30 days after the Issuance of these regu¬ 
lations. each Assistant Secretary shall 
transmit to the Director. Office of In¬ 
vestigation. any debarment, suspension 
and inellgiblity lists (including the 
above-mentioned information) which 
relate to his program area. 

(g) Tlie Director. Office of Investiga¬ 
tion. shall arrange for reproduction and 
distribution of the Consolidated List. 
Publication shall be In accordance with 
entries made under 5 24.7. Distri¬ 
bution of such list among Department 
employees shall be made to those whose 
duties require access to the list as author¬ 
ized by the Assistant Secretaries having 
respective jurisdiction of such employees. 
Names and dates of debarment, suspen¬ 
sion. or ineliglbLllty contained in the 
Consolidated List will be available upon 
request to those who require such Infor¬ 
mation in their relations with contrac¬ 
tors and grantees; further information 
contained in such list shall only be dis- 
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Lrlbuted to those deemed eligible by the 
General Counsel under paragraph <d> 
of this section. 

(h) Procedures for submitting re¬ 
quests for information contained in the 
Consolidated List and distribution of 
such information shall be established by 
the Office of Investigation in cooperation 
with the Office of ADP Systems Manage¬ 
ment and Operations. 

<i) Following publication of these reg¬ 
ulations and as soon as practicable, the 
Office of ADP Systems Managment and 
Operations shall conduct a feasibility 
study in connection with the Inclusion in 
the ADP system of information con¬ 
tained in the Consolidated List. 

§ 21.7 Hjih'h for entry. 

Entry shall be made on the debarred, 
suspended, and Ineligible list of contrac¬ 
tors and grantees on the following bases: 

ia> Those listed by the Comptroller 
General In accordance with the provi¬ 
sions of section 3 of the Walsh-Healey 
Public Contracts Act (41 U.8.C. 37), 
which have been found by the Secretary 
of Labor to have violated any of the 
agreements or representations required 
by that Act. 

<b> Those listed by the Comptroller 
General in accordance with the provi¬ 
sions of section 3 of the DavLs-Bacon Act 
(40 U.S.C. 276a-2ia>>, as found by the 
Comptroller General to have violated 
said Act. 

(c) Those listed by the Comptroller 
General In accordance with the provi¬ 
sions of Part 5. 1 5.6(b) of the regula¬ 
tions of the Secretary of Labor issued 
pursuant to authority granted under Re¬ 
organization Plan 14 of 1950. as found 
by the Secretary of Labor to be in ag¬ 
gravated or willful violation of the pre¬ 
vailing wage or overtime pay provision 
of any statutes including the following: 

(1) Davis-Bacon Act < 40 U.S.C. 276a >. 

(2) Anti-Kickback Act (16 U5.C. 874. 
40UJ5.C. 276 b.c). 

(3> The Contract Work Hours and 
Safety Standards Act (40 U.S.C. 327- 
330). 

(4> National Housing Act (12 U.S.C. 
1703). 

(5) Hospital Survey and Construction 
Act (42 UI3.C. 291). 

<6> Airport and Airway Development 
Act of 1970 ( 49 U.8.C. 1701). 

(7) Housing Act of 1949 <42 U-S.C. 
1401). 

(8> School Survey and Construction 
Act of 1950 (20 UJ3.C. 251). 

(9) Defense Housing and Community 
Facilities and Services Act of 1951 (42 
U.S.C. 1501. 1591). 

(10) Federal Civil Defense Act of 1950 
(50 App. U.S.C. 2281(D). 

(11) Area Redevelopment Act of 1961 
(42 U.8.C. 2518). 

(12) Delaware River Basin Compact 
(sec. 15.1.75Stat. 714). 

< 13) Health Professions Educational 
Assistance Act of 1963 (sec. 721. 77 8tat. 
167». 

<14) Mental Retardation Facilities 
Construction Act (secs. 101. 122, 135. 77 
8tat, 282, 284, 288). 


(15) Community Mental Health Cen¬ 
ters Act (sec. 205. 77 Stat. 292>. 

<d> Those debarred by the Secretary 
of Labor, or by the Secretary of this 
Department with the approval of the 
Secretary of Labor, under Executive 
Order 11246 as amended by Executive 
Order 11375 on Equal Employment Op¬ 
portunity from participation in Govern¬ 
ment. or federally assisted construction, 
contracting or subcontracting by reason 
of noncompliance with the Equal Oppor¬ 
tunity clause. 

(e) Those the Department has deter¬ 
mined to debar or suspend for cause 
under the conditions and procedures set 
forth in If 24.9 and 24.10. 

(f > Those determined by an executive 
agency in accordance with section 3<b> 
of the Buy American Act (41 UB.C. 10b 
<bn to have failed to comply with the 
provisions of section 3<a> of that Act 
under any contract containing the spe¬ 
cific provision required by said section 
3<a) and made by the agency for con¬ 
struction, alteration, or repair of any 
public building or public work. 

(g) Those found by the Seer elan of 
Labor to have breached an agreement 
or representation that they are “manu¬ 
facturers" or ‘ regular dealers" within 
the meaning of section 1(a) of the 
Walsh-Healey Public Contracts Act (41 
U.8.C. 35(a)) unless the Secretary of 
Labor has otherwise recommended under 
section 3 of such Act. 

<h) Those who have failed to pay 
their debt3 to the Department within a 
reasonable period of time after a writ¬ 
ten demand for payment has been made 
in accordance with 4 CFR Part 102. 
Standards for the Administrative Col¬ 
lection of Claims and implementing HUD 
regulations in Part 17 of this subtitle. 

§ 21.8 Treatment to be flrrortlnl rnn- 
trarior* or grantmi iir debarred, * im¬ 
pended, or ineligible 

Contractors or grantees listed as de¬ 
barred. suspended, or ineligible shall be 
treated as follows: 

<a> Total restrictions. Department 
funds shall not be expended for finan¬ 
cial assistance to a contractor or grantee 
that is listed on the basis of i 24.7 
(a), <b> # (d). or (e); 124.9(a) (D. 
(2), (3). (4) # (5), (6). or (8) ; or to any 
concern, corporation, partnership, or as¬ 
sociation in which the former contractor 
or grantee has a substantial interest, nor 
shall bids or proposals be solicited there¬ 
from. ( Provided. under section 303* b> <2- 
of Executive Order 11246, debarment of 
an applicant is limited to the program 
with respect to which the noncompliance 
occurred.) 

(b) Restrictions under statutes desig¬ 
nated in the regulations of the Secretary 
of Labor. A contractor listed on the basis 
of 124.7(c), or any concern, cor¬ 
poration. partnership, or association in 
which such contractor has a controlling 
Interest, shall be ineligible for a period 
of 3 years (from the date of publication 
by the Comptroller General) to partici¬ 
pate in any contracts subject to any of 
the statutes listed in I 24.7. 
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(c) Buy American Act restrictions . As 
*j>eclfied In the Buy American Act (41 
U.S.C. I0b(b>), contracts supported by 
Department funds shall not be awarded 
to contractors and grantees listed on the 
basis of ( 24.7(f) for construction, 
.i teration, or repair of public works In 
the continental United States or else* 
where. 

(d> Ineligibility restrictions of the 
Walsh-Hcaley Act. Contracts supported 
by Department funds shall not be 
awarded to a contractor or grantee in 
sny amount exceeding $10,000 for those 
materials, supplies, articles, or equip¬ 
ment with respect to which the contrac¬ 
tor or grantee has geen found to be in¬ 
eligible to be awarded a contract by the 
Secretary of Labor, as provided in 
i 24.7(g). However, contractors or grant¬ 
ees on this basis may. in the discretion 
of the Department, be Awarded such con¬ 
tracts and may be solicited for bids or 
proposals, for (1) such materials, sup¬ 
plies, articles, or equipment when the 
amount does not exceed $10,000: (2) 
services regardless of amount: and (3) 
commodities in which the contractor or 
grantee has not been declared ineligible, 
regardless of amount. 

(e> Restrictions on subcontracting. 
Where a contractor or grantee listed on 
the debarred bidders* list is proposed as a 
subcontractor, the contracting officer or 
program officer should decline to ap¬ 
prove subcontracting with that contrac¬ 
tor or grantee unless it is determined by 
the Department to be in the best inter¬ 
est of the Government to do so. Such 
determination shall in no event be made 
in the case of debarment under (24.7(d). 

§ 21.0 Gm*o and condition* appli< nblc 
to determination of debarment. 

Subject to the following conditions, the 
Department may debar a contractor or 
grantee in the public interest for any of 
the following causes: 

(a) Causes . (1) Conviction for com¬ 
mission of a criminal offense as an In¬ 
cident to obtaining or attempting to ob¬ 
tain a public or private contract, or sub¬ 
contract thereunder, or in the perform¬ 
ance of such contract or subcontract. 

(2) Conviction under the Federal 
Antitrust Statutes arising out of the sub¬ 
mission of bids or proposals. 

(3) Violation of contract provisions, 
as set forth below, of a character which 
la regarded by the Department to be so 
aerious as to Justify debarment action: 

U) Willful failure to perform in ac¬ 
cordance with the specifications or with¬ 
in the time limit provided in the contract. 

<11) A record of failure to perform, or 
oi unsatisfactory performance. In ac¬ 
cordance with the terms of one or more 
contracts: Provided, That such failure or 
unsatisfactory performance has occurred 
within a reasonable period of time pre¬ 
ceding the determination to debar. Fail¬ 
ure to perform or unsatisfactory per¬ 
formance caused by acts beyond the con¬ 
trol of the firm or individual as a con¬ 
tractor shall not be considered to be a 
oasis for debarment. 

r UT> Violation of the contractual pro¬ 
vision against contingent fees. 
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<lv) Acceptance of a contingent fee, 
which is paid in violation of the 
contractual provision against contingent 
fees. 

(v) Violation of the contractual pro¬ 
vision requiring affirmative action to 
provide equal opportunity in the par¬ 
ticipant’s own employment practices. 

(4) Any other cause of such serious 
compelling nature, affecting responsi¬ 
bility, as may be determined in writing 
by the Secretary or his duly authorized 
representative to warrant debarment. 
Such determination shall clearly demon¬ 
strate that participation by the contrac¬ 
tor or grantee would be harmful to the 
best interests of the public. 

(5) Debarment by some other execu¬ 
tive agency. 

(6) Those debarred by procedures 
prescribed by section 512 of the National 
Housing Act. 

(7) Those found by the Secretary, 
after hearing and in accordance with 
procedural requirements of implement¬ 
ing regulations, to have violated title VI 
of the Civil Rights Act of 1964. (Title VI 
and implementing regulations limit a 
withholding of financial assistance to the 
particular program, or part thereof, 
where the noncompliance occurred.) 

(8) Those found by the Secretary to 
have violated any rule, regulation, or 
procedure issued or adopted pursuant to 
Executive Order 11063, or any nondis¬ 
crimination provision included in any 
agreement or contract pursuant to any 
such rule, regulation, or procedure. 

(b) Conditions . (1) Debarment for 
any of the causes set forth in paragraph 
(a) of this section shall be made only 
upon approval of the Secretary or his 
duly authorized representative. 

(2) The existence of any of the causes 
set forth in paragraph (a) of this 
section does not necessarily require 
that a contractor or grantee bd debarred. 
In each instance, whether the offense or 
failure, or Inadequacy of performance, be 
of a criminal, fraudulent, or other serious 
nature, the decision to debar shall be 
made within the discretion of the De¬ 
partment and shall be rendered In the 
best Interests of the Government. Like¬ 
wise, all mitigating factors may be con¬ 
sidered in determining the seriousness of 
the offense, failure or inadequacy of per¬ 
formance. and in deciding whether 
debarment is warranted. 

(3) The existence of a cause set forth 
in paragraph (a) (1) and (2) of this 
section shall be established by crimi¬ 
nal conviction by a court of competent 
Jurisdiction. In the event that an appeal 
taken from such conviction results in a 
reversal of the conviction, the debar¬ 
ment shall be removed upon the party’s 
request (unless other cause for debar¬ 
ment exists). 

(4) The existence of a cause set forth 
in paragraph (a) (3) and (4) of this 
section shall be established upon the 
evidence presented as determined by the 
Department and consistent with 
pertinent statutes and regulations. 

(5) Debarment for the cause set forth 
in paragraph (a)(5) of this section 
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(debarment by another agency > shall be 
proper provided that one of the causes 
for debarment set forth In paragraph 
(a) (1) through (4) of this section 
was the basis for debarment by the origi¬ 
nal debarring agency. Such debarment 
may be based entirely on the record of 
facts obtained by the original debarring 
agency, or upon a combination of such 
facts and additional facts. 

(c) Period of debarment . (1) Debar¬ 
ment of a contractor or grantee for 
causes other than fAilure to comply with 
the provisions of Executive Order 11246 
on Equal Employment Opportunity (see 
( 24.7(d) >, or with title VI of the 
Civil Rights Act of 1964 (see paragraph 
(a)(7) of this section), shall be as a 
general rule for a period not to exceed 
3 years. However, when debarment 
for an additional period is deemed neces¬ 
sary by the appropriate Assistant Secre¬ 
tary to protect Department interests and 
Is consistent with applicable law. notice 
of the proposed additional debarment 
shall be furnished to that contractor or 
grantee in accordance with (24.10. 
Except as otherwise provided by statute, 
a debarment may be removed or the 
period thereof may be reduced by the 
appropriate program officer, with the 
approv al of the Assistant Secretary, upon 
the submission of an application, sup¬ 
ported by documentary evidence, setting 
forth appropriate grounds for the grant¬ 
ing of relief such as newly discovered 
material evidence, reversal of a con¬ 
viction. bona fide change of ownership 
or management, or the elimination of 
the causes for which the debarment was 
imposed. 

(2) Debarment of an organization or 
individual for failure to comply with 
the provisions of Executive Order 11246 
on Equal Employment Opportunity or 
title VI of the Civil Rights Act of 1964. 
shall continue until removed in accord¬ 
ance with those authorities and appli¬ 
cable regulations. 

§21.10 Procrduml rrquirrmrttl* relat¬ 
ing to the impoMlioti of dclKirnirnt. 

(a) Initiation of debarment action. 
When the Department seeks to debar 
a contractor or grantee (or any affiliate 
thereof), that party shall be served with 
written notice by registered or certified 
mail, return receipt requested, from the 
program officer proposing the action 
(1) Stating that debarment is being con¬ 
sidered, (2) setting forth the reasons 
for the proposed debarment, and (3) in¬ 
dicating that such party will be accorded 
an opportunity for a hearing if he so 
requests within 10 days from his receipt 
of notice, and that he may be represented 
by counsel. 

<b) Hearing request —(1) Request for 
hearing. Any contractor or grantee that 
has been notified of a proposed action 
is entitled to request an opportunity to 
be heard and to be represented by coun¬ 
sel. A hearing request shall be made in 
writing addressed to the program officer 
proposing Uie action. If at the end of 
such 10-day period no request has been 
received, the officer may assume that 
an opportunity to be heard is not desired. 
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and may proceed to make a final deter¬ 
mination and so notify the interested 
party. 

(2) Hearing; time and place. Upon 
receipt of a request for an opportunity 
to be heard, the program officer shall 
arrange a timely hearing. Notice of the 
time and place of such hearing shall be 
in writing, transmitted by registered or 
certified mail, return receipt requested, 
and shall include a statement indicating 
the informal nature of the proceedings 
and their purpose. It shall be within the 
discretion of the appropriate Assistant 
Secretary to determine the hearing place. 

t3) Determination. Hearings shall be 
conducted by a Hearing Officer of the 
Department who shall be responsible for 
the fair and expeditious conduct of 
proceedings. The program office shall be 
represented by the General Counsel or 
his designee. A record shall be made of 
the proceeding and shall be made avail¬ 
able to the parties upon request. After the 
contractor or grantee against whom ac¬ 
tion is proposed has been afforded an 
opportunity to be heard, the Hearing 
Officer shall make an initial written 
determination on the evidence presented. 
The Hearing Officer’s determination 
shall be final unless reversed or modified 
within 30 days by the appropriate As¬ 
sistant Secretary. Each determination 
shall become a part of the record. Notice 
of the final determination shall be given 
in writing, signed by the Assistant Sec¬ 
retary. and transmitted by registered 
or certified mall, return receipt requested. 
The determination shall be conclusive. 

(4) Rescission and reinstatement. Any 
contractor or grantee debarred from the 
benefits of participation may In writing 
request reinstatement any time after 6 
months from the date of the debarment 
determination. The procedures for rein¬ 
statement are substantially similar to 
those invoked in the initial proceedings. 
However, conduct of the proceedings 
shall be the responsibility of the program 
officer. His determination to reinstate 
shall be subject to the approval of the 
appropriate Assistant Secretary. In 
reaching his determination regarding re¬ 
instatement, the program officer mast be 
satisfied that the original wrongful act 
has been righted and also be persuaded 
from the assurances of the party con¬ 
cerned that he understands the require¬ 
ments of the statutes and the adminis¬ 
trative rules and regulations and that he 
will comply with them in the future. 
When a debarment has been rescinded, a 
report thereof shall be forwarded by the 
program officer to the Director, Office of 
Investigation, who shall forward notice 
of reinstatement to the party so 
reinstated. 

(c) Hearing Officers. A Hearing Officer 
Panel shall be established and shall con¬ 
sist of not less than six attorneys ap¬ 
pointed by the General Counsel to serve 
on a rotating basis. 

(d) Precedence of statutes and Execu¬ 
tive orders. Where an office of the De¬ 
partment is required by statute or Execu¬ 
tive order to follow debarment or suspen¬ 
sion procedures that may differ from the 


RULES AND REGULATIONS 

requirements of this part, the statutory 
or Executive order procedures shall take 
precedence. The appropriate liaison offi¬ 
cer shall provide the Director, Office of 
Investigation, with such statutes or 
Executive orders and all implementing 
materials. 

§ 21.11 Su^prn^ion. 

Suspension is a drastic action taken 
when there Is suspicion of fraud or other 
criminal conduct in Government business 
or contractual dealings and, as such, shall 
not be based upon an unsupported accu¬ 
sation. A contractor or grantee is sus¬ 
pended pending investigation and appro¬ 
priate action by the Department of 
Justice. In assessing whether adequate 
evidence exists for invoking a suspension, 
consideration shall be given to the 
amount of credible evidence which is 
available, to the existence or absence of 
corroboration as to important allega¬ 
tions, as well as to the inferences which 
may properly be drawn from the exist¬ 
ence or absence of affirmative facts. This 
assessment shall include an examination 
of basic documents, such as contracts, in¬ 
spection reports, and correspondence. A 
suspension may be modified whenever it 
is determined to be in the interest of the 
Government to do so. 

§24.12 Caasag and condition* under 
viliitli contractor* or grantee* may Ik* 
Mi4pemled. 

<a> The Assistant Secretaries of the 
Department may, in the interest of the 
Government, suspend a contractor or 
grantee: 

(1) Suspected, upon adequate evidence, 
of— 

<i) Commission of fraud or a criminal 
offense us an incident to obtaining, at¬ 
tempting to obtain, or in the perform¬ 
ance of a public contract; or 

<ii) Violation of the Federal antitrust 
statutes arising out of the submission of 
bids and proposals: or 

(ill) Commission of embezzlement, 
theft, forgery, bribery, falsification or de¬ 
struction of records, receiving stolen 
property or any other offense indicating 
a lack of business integrity or business 
honesty, which seriously and directly af¬ 
fects the question of present responsi¬ 
bility; or 

(2) For other causes of such serious 
and compelling nature, affecting respon¬ 
sibility. as may be determined in writing 
by the Secretary or his designee to war¬ 
rant suspension. The determination shall 
clearly demonstrate that the suspension 
is in the best interests of the Department. 

<b) A suspension invoked by another 
agency for any of the causes sot forth 
in paragraph (a) (1) and (2) of this 
section may be the basis for the im¬ 
position of a concurrent suspension by 
the Department. 

§ 24.13 Period mid Kopr of »u*pen*ion. 

<a> Period of suspension. All suspen- 
sions shall be for a temporary period 
pending the completion of an investi¬ 
gation and such legal proceedings as may 
ensue. In cases involving suspected vio¬ 
lations of Federal law where prosecutive 


action has not been initiated by the De¬ 
partment of Justice within 12 months 
from the date of the notice of suspension, 
the suspension shall be terminated un¬ 
less an Assistant Attorney Oenerul re¬ 
quests continuance of the suspension if 
such a request is received, the suspension 
may be continued for an additional 6 
months. Notice of the proposed removal 
of the suspension shall be given to the 
Department of Justice 30 days prior to 
the expiration of the 12-month period 
In no event shall a suspension continue 
beyond 18 months unless prosecutive ac¬ 
tion has been initiated within that period. 
Whenever prosecutive action has been 
initiated, the suspension may continue 
until the legal proceedings are completed 
Upon removal of a suspension, considera¬ 
tion may be given to debarment in ac¬ 
cordance with 5 24.10. 

(b> Scope of suspension . (1) Suspen¬ 
sion may include all known affiliates of a 
contractor or grantee. 

(2) A decision to include known affili¬ 
ates in a proposed suspension is an indi¬ 
vidual determination and. as such, must 
be made on a case-by-case basis. Among 
the factors to be considered in making 
this determination are (1) likelihood of 
the affiliate’s knowledge of or participa¬ 
tion in the suspected improper conduct, 
and <ii> the impact of its suspension on 
Department programs. 

(3) The criminal, fraudulent, or oilier 
seriously improper conduct of an Individ¬ 
ual may be imputed to the organization 
with which he is connected when the im¬ 
propriety involved was performed within 
the course of his official duty, or with 
knowledge or approval of the organiza¬ 
tion. 

§ 21.14 Kr*lricti«»n» during pcr»«*«l of 
suspension* 

During a period of suspension of a 
contractor or grantee the following gl¬ 
ides and procedures shall be applicable 

(a) Bids and proposals for financial 
assistance shall not be solicited from sus¬ 
pended contractors or grantees. If re¬ 
ceived. bids and proposals shall not be 
considered and awnrds for contracts 
shall not be made to suspended contrac¬ 
tors or grantees unless it Is determined by 
the Department to be in the best interest 
of the Government. A determination to 
consider such bids and make such awards 
shall include consideration of the unique 
value of the bidder’s services and the de¬ 
gree to which the suspected tmproj>er 
conduct reflects upon Uie bidder’s capac¬ 
ity to serve the Department. 

(b> Suspended contractors will be sub¬ 
ject to the provisions of 5 24 8 re¬ 
garding restrictions on subcontractors. 

§24.13 holier of umpciuion. 

<a> The contractor or grantee con¬ 
cerned shall be furnished by registered 
or certified mail, return receipt requested, 
a written notice of the suspension by 
the appropriate Assistant Secretary 
within 10 days after the effective date 
The notice shall state as follows: 

(1) The suspension is based (i> on 
the information that the contractor or 
grantee has committed irregularities of 
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a Fcrious nature In business dealings with 
the Government, or (li) on irregularities 
which seriously reflect on the propriety 
of further dealings of the contractor or 
grantee with the Government. (The 
irregularities should be described in gen¬ 
eral terms without disclosing the Gov¬ 
ernment's evidence.) 

(2) The suspension is for a temporary 
period pending the completion of an in¬ 
vestigation and such legal proceedings as 
may ensue. 

(3) Bids and proposals for participa¬ 
tion in a Department program will not be 
solicited from the contractor or grantee 
and. if received, will not be considered 
for award unless determined by the De¬ 
partment to be in the best interest of the 
Government. 

(4) The suspension is effective 
throughout the Department. All In¬ 
quiries concerning suspended parties 
shall be handled In accordance with De¬ 
partment procedures. Where a matter 
has been referred to the Department of 
Justice, the Department shall not give 
further information to the contractors or 
grantees concerning the reasons for sus¬ 
pension beyond that stated in the notice 
of suspension set forth in this section 
until the Department of Justice has been 
advised of the inquiry and acquiesces in 
any such disclosure. 

(5) The suspended party is entitled to 
request an opportunity to be heard and 
represented by counsel In accordance 
with J 24.10 of this port. 

PART 40—STANDARDS FOR DESIGN, 

CONSTRUCTION, AND ALTERA¬ 
TION OF PUBLICLY OWNED RES¬ 
IDENTIAL STRUCTURES 

Sec. 

40.1 Purpose. 

40.3 Definition of "residential structure." 

403 ApplicabUity. 

404 Standards. 

40 5 Waiver. 

40.6 Records. 

Authositt: The provisions of this Part 
40 issued under sec. 3. 83 6tat. 713. 43 UJB.C. 
4163; sec. 7(d), 79 8tst. 670; 42 U.8.C. 
3636(d). 

140.1 Purpose. 

Tills part prescribes standards for the 
design, construction, and alteration of 
publicly owned residential structures to 
Insure that physically handicapped per¬ 
sons will have ready access to, and use 
of, such structures. 

§ 40.2 Definition of “residential struc¬ 
ture.” 

( a) As used in tills part, the term 
"residential structure" means a residen¬ 
tial structure (other than a privately 
owned residential structure and a resi¬ 
dential structure on a military reserva¬ 
tion) : 

<1) Constructed or altered by or on 
behalf of the United States; 

<2> Leased In whole or in part by the 
United States after August 12, 1968, If 
constructed or altered In accordance with 
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plans and specifications of the United 
States: or 

(3) Financed in whole or in part by a 
grant or loan made by the United States 
after August 12, 1968, if such residential 
structure Is subject to standards for de¬ 
sign, construction, or alteration issued 
under authority of the law authorizing 
such grant or loan. 

(b) As used in this part, "residential 
structure" includes the following: 

(1) Any residential structure which, 
in whole or In part. Is intended for oc¬ 
cupancy by the physically handicapped 
or designed for occupancy by the elderly; 

<2) All elevator residential structures; 

(3) Any residential structure which 
contains 25 or more housing units: and 

(4) Nonresldential structures appur¬ 
tenant to a residential structure covered 
under this port. 

§ 40.3 Applicability. 

(a) The standards prescribed in 5 40.4 
are applicable to residential structures 
designed after the effective date of this 
part. If the design of a structure com¬ 
menced prior to that date, the standards 
shall be made applicable to the maximum 
extent practicable, as determined by the 
head of the department, agency, or in¬ 
strumentality of the United States con¬ 
cerned. If no design stage is involved In 
the construction or alteration of a resi¬ 
dential structure, the standards of $ 40.4 
shall be applicable to construction or 
alteration for which bids are solicited 
after the effective date of this part. 

<b> The standards prescribed in $ 40.4 
are not applicable to; 

(1) Any portion of a residential struc¬ 
ture or its grounds which need not. be¬ 
cause of its intended use. be made ac¬ 
cessible to, or usable by, the public or by 
physically handicapped persons: 

(2) The alteration of an existing resi¬ 
dential structure to the extent that the 
alteration does not involve work which Is 
related to the standards of this part; or 

(3) The alteration of an existing 
building, or of such portions thereof, to 
which application of the standards is not 
structurally feasible. 

S 40.4 Standard*. 

(a) Residential structures subject to 
this part shall be designed, constructed, 
or altered to insure that physically 
handicapped persons will have ready ac¬ 
cess to, and use of. such structures. This 
requirement shall be satisfied by using 
the specifications contained in the 
"American Standard Specifications for 
Making Buildings and Facilities Acces¬ 
sible to, and Usable by. the Physically 
Handicapped, Number A117.1-1961," ap¬ 
proved by the American Standards Asso¬ 
ciation. Inc. (subsequently changed to 
United States of America Standards In¬ 
stitute) , herein referred to as the "Amer¬ 
ican Standard Specifications." Except as 
otherwise provided in paragraph (b) of 
this section, the standards shall be ap¬ 
plicable to the extent provided in the 
American Standard Specifications. 

(b) Application of the American 
Standard Specifications is modified as 
follows: 
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(1) The specifications in section 5.6 
are applicable to toilet rooms which are 
provided for the public. Although no 
specifications are prescribed in section 
5.6 for bathrooms in individual housing 
units, consideration shall be given to the 
need for access by the physically handi¬ 
capped in connection with the design, 
construction, or alteration of such 
bathrooms. 

(2) Tho specifications in section 5.10, 
"Controls," and 5.11, "Identification." 
are recommended specifications but not 
mandatory. 

§ 40.5 Waiver. 

The applicability of the standards set 
forth in this part may be modified or 
waived on a case-by-case basis upon ap¬ 
plication to the Secretary of HUD or, with 
respect to the college housing program 
under title IV of the Housing Act of 1950 
(12 UJ8.C. 1749) and the low-rent public 
housing program under the United 8tates 
Housing Act of 1937 (42 U.S.C. 1401), to 
the Assistant Secretary for Housing Pro¬ 
duction and Mortgage Credit, made by 
the head of the department, agency, or 
instrumentality of the U.S. concerned 
only if tho Secretary or the Assistant 
Secretary, as appropriate, determines 
that such waiver or modification is clearly 
necessary and consistent with the pur¬ 
pose of Public Law 90-480 (42 U 8.C. 
4153'. 

§ 40.6 Record*. 

The administering agency’s file on 
each contract, grant, or loan involving 
the design, construction, or alteration of 
a residential structure shall include ap¬ 
propriate documentation indicating: (a) 
That the standards prescribed in i 40.4 
are applicable to and have been or will 
be incorporated in the residential struc¬ 
ture, or (b) that the grant or loan has 
been or will be made subject to the re¬ 
quirement that the standards arc appli¬ 
cable and will be Incorporated In the 
residential structure. The file should also 
Indicate any modification or waiver of 
the standards which has been issued by 
the Secretary of HUD. 

PART 41—relocation payments 

Sub pari A—Ccnaral 

Sec. 

41.1 Statement of applicable Uw. 

41.2 Definition*. 

41.3 Relocation payment* by the Agency. 

41.4 Relocation adjustment payment; ad¬ 

ditional relocation payment; re¬ 
placement housing payment. 

41.5 Small business displacement payment. 

41.6 Notice or Intention to move. 

41.7 Determining moving expense* of busi¬ 

ness concerns. 

41.8 Determining actual direct loss of 

property. 

41 9 Outdoor advertising display. 

41.10 Fixed relocation payments to In¬ 

dividuals and families. 

41.11 Administration of relocation pay¬ 

ments. 

41.12 Filing of claims. 

41.18 Limitations on amount of relocation 
payments. 

41.14 Condemnation proceedings and nego¬ 

tiated purchases. 

41.15 Waiver. 
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Subport B—R©quir©m««H dialing I© Sp«<iic 
Program* 

4121 Statement of applicability. 

41.22 Urban renewal and neighborhood de¬ 

velopment programs, 

41.23 Cod© enior cement or demolition 

grants. 

4124 Interim aaoiatanoe areas. 

41.25 U>w-rent public hotuing. 

41.25 Open -space land. urban beautification, 
and historic preservation. 

41.27 Neighborhood facUiUee projects. 

41.28 Public facility loans; grants for boalc 

water and tower facillUee; and 
grants for advance acquisition of 
land. 

41.29 Model Cities. 

AtmtoarrT: The provisions of thU Part 
41 Issued under sec- 7(d). 79 Stat. 670; 42 
DAC. 3635(d). 

Cross H*»too»cb: Par the current legal 
status of tho regulations In this Part 41. see 
|| 42A and 42.25 of Subtitle A. 

Subpart A—General 
8 11.1 Stslemenl of applicable law. 

(a) Section 305 of the Housing Act of 
1956 (70 Stat. 1100. 42 U.S.C. 1456) 
amended title I of the Housing Act of 
1949. by adding a new section 106(f), 
which provided that title 1 urban renewal 
projects may include the making of re¬ 
location payments subject to rules and 
regulations prescribed by the Housing 
and Home Finance Administrator. Sec¬ 
tion 106(f) was amended by section 304 
of the Housing Act of 1057 (71 Stat 300). 
section 409 of the Housing Act of 1959 
(73 Stat. 673), and section 304 of the 
Housing Act of 1961 (75 Stat. 167). Sec¬ 
tion 310 of the Housing Act of 1964 
amended title I by adding a new section 
114 (78 Stat. 788. 42 U.S.C. 1465) and 
Incorporated therein, with additional 
provisions, the former section 106(f) of 
title X, which was repealed (42 UJB.C. 
1456(f)). Section 311(a) of the Housing 
and Urban Development Act of 1965 
amended title I by adding a new section 
117 (79 Stilt. 478. 42 U.8.C. 1468), provid¬ 
ing for grants for programs of code 
enforcement and providing that the pro¬ 
visions of section 114 shall be applicable 
to such programs. Section 514 of the 
Housing and Urban Development Act of 
1968 (82 SUt. 525. 42 U-8.C. 1468a) 
amended title I by adding a new section 
118, providing for grants for programs 
of interim assistance for slums and 
blighted areas and providing that the 
provisions of section 114 of title I shall 
be applicable to all activities assisted 
pursuant to section 118 to the same ex¬ 
tent as if such activities were being car¬ 
ried out as part of an urban renewal 
project. Section 516 of the Housing and 
Urban Development Act of 1968 (82 Stat. 
526, 42 U.8.C. 1465(c)) amended section 
114(c) by expanding the relocation pay¬ 
ments provisions applicable to the pro¬ 
grams of the Department of Housing 
and Urban Development. 

(b) Section 404(a) of the Housing and 
Urban Development Act of 1965 (79 Stat. 
486. 42 UJB.C. 3074 > provides that the 
provisions of section 114 <b>, (c),and (d) 
of title I of the Housing Act of 1949 
shall be applicable, to the extent not 
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otherwise authorized by any other Fed¬ 
eral law, to any federally assisted de¬ 
velopment program. Section 401 of the 
Housing and Urban Development Act of 
1965 <79 Stat. 435,42 UJS.C. 3071) defines 
development program to include any 
program established by or conducted 
under title n of the Housing Amend¬ 
ments of 1955 (69 Stat. 642, 42 U.S.C. 
1491) (public facility loans); title VH 
of the Housing Act of 1961 (75 Stat. 183, 
42 US.C. 1500) (open-space land, ur¬ 
ban beautification, and historic preser¬ 
vation) ; and title VH of the Housing and 
Urban Development Act of 1965 <79 Stat. 
489. 42 UJ3.C. 3101) (grants for basic 
water and sewer facilities; grants for 
advance acquisition of land; and neigh¬ 
borhood facilities grants). 

(c) Section 107 of the Demonstration 
Cities and Metropolitan Development 
Act of 1966 (80 Stat. 1255, 42 UJ3.C. 
3301) provides that relocation payments 
in the model cities program shall be 
made subject to the terms, conditions, 
and limitations of section 114 (b), (c), 

(d). and (e) of title I of the Housing Act 
of 1949. 

(d) Section 15(8) of the United States 
Housing Act of 1937 (50 SUt. 888. 42 
UJS.C. 1415(8)) provides that the terms, 
conditions, and limitations of section 
114 (b). (c), and <d) of title I of the 
Housing Act of 1949 shall be applicable 
to relocation payments made in connec¬ 
tion with low-rent public housing proj¬ 
ects assisted by the Department of 
Housing and Urban Development. 

6 41.2 Definition*. 

For the purpose of the regulations In 
this part, the following terms shall 
mean: 

(a) Actual direct loss of property. 
Actual loss in the value of property (ex¬ 
clusive of goods or other inventory kept 
for sale) sustained by the site occupant 
by reason of the disposition or abandon¬ 
ment of the property resulting from the 
site occupant's displacement. A loss re¬ 
sulting from damage to the property 
while being moved is not included. 

(b) Agency . (1) In an urban renewal 
area, the local public agency (LPA) 
authorized to undertake an urban re¬ 
newal project being assisted under title 
I of the Housing Act of 1949 (42 UJ3.C. 
1450); 

(2) In a code enforcement area or 
demolition grant area, the code agency; 

(3) In an area receiving interim* as¬ 
sistance. the city, other municipality, or 
county; 

(4) In an area receiving assistance in 
the development, acquisition, or admin¬ 
istration of low-rent housing or slum 
clearance projects by a local housing au¬ 
thority. the local housing authority 
(LHA); 

(5) In an open-space area or an area 
receiving assistance pursuant to the his¬ 
toric preservation or urban beautifica¬ 
tion programs, a public body authorized 
to acquire real property in the locality 
to carry out these programs; 

(6) In a neighborhood faculties grant 
area, a governmental entity authorized 
to carry out a project and to provide 


continuing control over the use of the 
project facilities; 

(7) In an area receiving assistance for 
activities pursuant to the Public Facili¬ 
ties Loans Program, the Water and Sewer 
Facilities Grant Program, or the Ad¬ 
vance Acquisition of Land Program, any 
public body or private nonprofit corpo¬ 
ration authorized to acquire or utilize 
real property in the course of such pro¬ 
grams; and 

(8) In a model cities area, the munic¬ 
ipality, county, or any local public body 
having general governmental powers. 

(c) Business concern. A corporation, 
partnership, individual, or other private 
entity, Including a nonprofit organiza¬ 
tion, engaged in some type of business, 
professional, or institutional activity 
necessitating fixtures, equipment, stock 
in trade, or other tangible property for 
the carrying on of the business, profes¬ 
sion, or Institution. 

(d) City. Any municipality (or two or 
more municipalities acting Jointly) or 
any county or other public body (or two 
or more acting jointly) having general 
governmental powers. 

(e) Code agency. A city, other munici¬ 
pality, or county authorized to engage tn 
code enforcement activities consisting .i 
structural or other substantial repairs to, 
or alterations of. any building or other 
improvement on land, the demolition of 
any building or improvement, or a re¬ 
duction in number of occupants of. or 
any other change in the use of, any par¬ 
cel of real property, pursuant to the re¬ 
quirements of. or to comply with notice 
by a municipality of enforcement of, a 
zoning, building, or other municipal code 
or ordinance. 

(f) Family. Two or more person* re¬ 
lated by blood, marriage, or adoption, 
who are living together in a single dwell¬ 
ing unit 

(g) Federal financial assistance con¬ 
tract. (1)A contract for a loan, a grant, 
or a loan and grant, between the Federal 
Government and the LPA for an urban 
renewal project; 

(2) A contract for a grant for concen¬ 
trated code enforcement and public im¬ 
provements betw een the Federal Govern¬ 
ment and a code agency: • 

(3) A contract for a grant for the 
demolition of unsafe structures between 
the Federal Government and the cods 
agency; 

(4) A contract for a grant for interim 
assistance to slums or blighted areai- be¬ 
tween the Federal Government and the 
city, other municipality, or county; 

(5) An Annual Contributions Contract 

between the Federal Government and an 
LHA: 

(6) A contract between the Federal 
Government and the public body author¬ 
ized to acquire land for open-space use 
or for a historic preservation or urban 
beautification program under title VH 
of the Housing Act of 1961 (42 VB.C. 
1600); 

(7) A contract between the Federal 
Government and a public body for » 
neighborhood facilities program grant 
under section 703 of the Housing and 
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Urban Development Act of 1965 (42 
US.C. 3103); 

(8) A contract between the Federal 
Government and the public body for a 
public facility loan under title n of the 
Housing Amendments of 1955 (42 U.8.C. 
1491-1497); a water and sewer facilities 
grant under title VII of the Housing and 
Urban Development Act of 1965 (42 
U.S.C. 3101-3108); and advance acquisi¬ 
tion of land under title VII of the Hous¬ 
ing and Urban Development Act of 1965 
<42 VJ3.Cs 3101-3108); 

(9) A contract between the Federal 
Government and the city for the pur¬ 
pose of carrying out a comprehensive 
city demonstration program under title 
I of the Demonstration Cities and Metro¬ 
politan Development Act of 1966 (42 

nop 

<h) HUD. (1) Prior to November 9, 
1965, the Housing and Home Finance 
Administrator: or 

(2) On and after November 9, 1965, 
the Housing and Home Finance Adminis¬ 
trator in the Department of Housing and 
Urban Development pending appoint¬ 
ment of the Secretary of Housing and 
Urban Development, and thereafter the 
Secretary of Housing and Urban 
Development: or 

<3> An employee duly authorized to 
perform the functions of such adminis¬ 
trator or secretary. 

(i) Individual A person who is not a 
member of a family. An elderly in¬ 
dividual Is an individual 62 years of age 
or over at the time of displacement. A 
handicapped individual is* an individual 
who has a physical impairment which is 
expected to be of long-continued and in¬ 
definite duration and which substantially 
impedes his ability to live independently. 

(J) LHA. A local housing authority 
authorized to undertake a low-rent 
housing project assisted under the 
United States Housing Act of 1937 (42 
UJS.C. 1401 et scq.J. 

<k) LPA. A local public agency au¬ 
thorized to undertake an urban renewal 
project being assisted under title I of 
the Housing Act of 1949 (42 U.S.C. 1450 
et scq.). 

U) Moving expenses—< 1) Individual 
end families. Costs of packing, storing 
(for a period of 1 year or less), carting, 
and insuring of property and incidental 
costs of disconnecting and reconnecting 
household appliances. 

<2) Business concerns. Costs of dis¬ 
mantling, crating, storing (for a period 
of 1 year or less), transporting, insuring, 
reassembling, reconnecting, and rein¬ 
stalling of property (including goods or 
other inventory kept for sale): Provided , 
That the cost of any additions, improve¬ 
ments. alterations, or other physical 
changes in or to any structure in con¬ 
nection with effecting such reassembly, 
reconnection, or reinstallation shall not 
oc included unless the agency deter¬ 
mines, with HUD concurrence, that such 
additions, improvements, alterations, or 
other physical changes are required by 
law or are otherwise necessary to the 
continued operation of the business. 

<m> Plan . A duly approved plan, as it 
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exists from time to time, for any pro¬ 
gram or project as defined in this part. 

<n) Project area. An area which HUD 
has approved for a project or program 
in connection with (1) urban renewal; 

(2) concentrated code enforcement; (3) 
demolition; (4) interim assistance; (5) 
low-rent public housing or slum clear¬ 
ance; (6) open-space land; (7) historic 
preservation: (8) urban beautification; 

(9) neighborhood facilities development: 

(10) public facilities loans; (11) water 
and sewer facilities grants; (12) advance 
acquisition of land; (13) the area in 
which model cities activities are carried 
out; whichever is pertinent In the 
context. 

(o) Property. Tangible personal prop¬ 
erty. excluding fixtures, equipment, and 
other property which under State or 
local law are considered real property, 
but Including such items of real property 
as the site occupant may lawfully remove. 

(p) Public body. A State, county, mu¬ 
nicipality. or other political subdivision, 
or an authority or agency which is a 
public legal entity. 

<q) Relocation payment. A payment 
by an agency: 

(1) To an individual or family, tor 
reasonable and necessary moving ex¬ 
penses and any actual direct loss of 
property (for which reimbursement or 
compensation is not otherwise made); 

(2) To a business concern, for its rea¬ 
sonable and necessary moving expenses 
except goodwill or profit and any actual 
direct loss of property (for which re¬ 
imbursement or compensation is not 
otherwise made); 

(3) To a small business concern, for 
its displacement (small business dis¬ 
placement payment); 

(4) To or on behalf of a family or 
elderly individual for relocation adjust¬ 
ment prior to August 1. 1968 (relocation 
adjustment payment); or to or on behalf 
of a family or elderly or handicapped in¬ 
dividual on or after August 1, 1968 (ad¬ 
ditional relocation payment), 

(5) To an individual, family, or busi¬ 
ness concern for settlement costs (for 
which reimbursement or compensation 
is not otherwise made) ; 

<6) To a family or individual to assist 
an owner-occupant of a one- or two- 
family dwelling to purchase and occupy a 
replacement dwelling (replacement 
housing payment). 

(r) Settlement costs. (1) Recording 
fees, transfer taxes, and similar expenses 
incidental to conveying real property to 
the agency; 

(2) Penalty costs for prepayment of 
any mortgage encumbering such real 
property; and 

(3) The pro rata portion of real prop¬ 
erty taxes allocable to a period subse¬ 
quent to the date of vesting of title, or 
the effective date of the acquisition of 
such real property by the agency, which¬ 
ever Is earlier. 

(a) Site occupant. A family, individ¬ 
ual. or business concern, as defined 
above. 

(t) Small business concern. A business 
concern (other than a nonprofit orga- 
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nizalion) which during the base period 
had: 

(1) Average annual net earnings be¬ 
fore income taxes of less than $10,000; 
and 

(2) In the case of displacements prior 
to June 15. 1965, average annual gross 
receipts or sales in excess of $1,500; or 
in the case of displacements on and after 
June 15, 1966, average annual gross re¬ 
ceipts or sales in excess of $1,500 together 
with average annual net earnings before 
income taxes in excess of $500, or average 
annual gross receipts or sales in excess 
of $2,500. 

Earnings for the purpose of this para¬ 
graph^) include salaries, wages, or 
other compensation received by an owner 
of the concern or any member of his 
household related to him. The term 
"owner” as used in the previous sentence 
Includes the sole proprietor in a sole pro¬ 
prietorship. the principal partners in a 
partnership, and the principal stock¬ 
holders of a corporation, as determined 
by HUD. For purposes of this para¬ 
graph^). the base period shall be the 
2 tax years immediately preceding dis¬ 
placement (or. if the business concent Is 
not in business that long, suc h oth er 
period as may be approved by HUD): 
Provided , That. if a business concern 
does not qualify as a small business con¬ 
cent under this paragraph based upon 
the 2 tax years immediately preceding 
displacement and the agency finds that 
its business activity during such period 
was not representative, the base period 
shall be the 4 tax years immediately 
preceding displacement. 

(u) Voluntary rehabilitation. Struc¬ 
tural or other substantial repairs to, or 
alterations to. or demolition of, any 
building or other improvement on land 
within a project area, undertaken by an 
owner in order to conform to the prop¬ 
erty rehabilitation standards set forth 
in the applicable plan. 

§ 41.3 Relocation pnrmrnli by (hr 
Agency. 

(a) The Agency shall make relocation 
payments to or on behalf of eligible site 
occupants in accordance with and to the 
full extent permitted by the regulations 
in this part: Provided, That for each 
Federal financial assistance contract the 
agency may elect whether to make pay¬ 
ments for moving expenses in excess of 
$25,000 in accordance with I 41.13(a) (2). 

§41.4 Relocation adjustment payment: 
additional relocation payment; re¬ 
placement bousing payment, 

(a) Relocation adjustment payment. 
A family or elderly individual who satis¬ 
fies the pertinent eligibility conditions 
set forth in 55 41 22. 41.23, 41.24, 41.25, 
41.26, 41.27, 41.28. or 41 29 prior to Au¬ 
gust X, 1968, is eligible for a relocation 
adjustment payment if the site occu¬ 
pant: 

(1) Is unable to secure a suitable 
dwelling unit in (i) a low-rent housing 
project assisted under the UH. Housing 
Act of 1937 (42 U.8.C. 1401 ct scq.) or a 
State or local program found by HUD to 
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have the same general purposes or (ID 
a dwelling unit assisted under section 
101 of the Housing and Urban Develop¬ 
ment Act of 1965 (12 U.S.C. 170ls(a>>: 
and 

(2) Has moved to a decent, safe, and 
sanitary dwelling. 

(b) Additional relocation payment. A 
family or elderly or handicapped indi¬ 
vidual who satisfies the pertinent eligi¬ 
bility conditions of S3 41.22, 41.23. 41.24. 
41.25. 41.26, 41.27. 41.28. or 41.29. on or 
after August 1. 1968, Is eligible for an 
additional relocation payment if the site 
occupant: 

(1) Is unable to secure a suitable 
dwelling in (l) a low-rent housing proj¬ 
ect assisted under the United States 
Housing Act of 1937 (42 U.8.C. 1401 et 
&eq .) or a State or local program found 
by HUD to have the same general pur¬ 
poses or (ii) a dwelling unit assisted 
under section 101 of the Housing and 
Urban Development Act of 1965 (12 
U.8.C. 1701s(a)); and 

(2) Has moved to a decent, safe, and 
sanitary dwelling. 

An additional relocation payment not to 
exceed $500 in the first 12 months and 
$500 In the second 12 months may be 
made on a monthly basis, or on a lump¬ 
sum basis, or otherwise on other than a 
monthly basis in cases in which other 
than monthly payments are determined 
warranted by HUD. 

(c) Replacement housing payment. A 
family or individual who satisfies the 
pertinent eligibility conditions of 
33 41.22, 41.23. 41.24, 41.25, 41.26, 41.27. 
41.28, or 41.29, on or after August 1,1968, 
is eligible for a replacement housing pay¬ 
ment if the site occupant: 

(1) Is the owner of real property ac¬ 
quired for a project and is displaced from 
such property; 

(2) Has occupied a single- or two- 
family dwelling located on the real prop¬ 
erty for a period of not less than 1 year, 
prior to the initiation of negotiations for 
the acquisition of the real property; 

(3) Does not receive the additional re¬ 
location payment provided for by 
3 41.4(b): 

(4> Purchases and occupies a replace¬ 
ment dwelling within 1 year subsequent 
to the date on which he is required to 
move from the dwelling acquired for the 
project; and 

(5) Does not receive a payment pur¬ 
suant to the State law of eminent do¬ 
main determined by HUD to have sub¬ 
stantially the same purpose and effect as 
would a replacement housing payment, 
and to be a part of the cost of the project 
for which Federal financial assistance is 
available. 

§41.5 Small baiinesi displacement 
payment. 

A small business concern which satis¬ 
fies the pertinent eligibility conditions of 
33 41.22. 41.23. 41.24, 41.25. 41.26, 41.27, 
408, or 41.29 is eligible for a small busi¬ 
ness displacement payment if the con¬ 
cern: 

(a) Is not part of an enterprise hav¬ 
ing two or more establishments outside 
the project area; 
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(b) Has filed with the Internal Rev¬ 
enue Service income tax returns for the 
base period, or has furnished such other 
evidence of earnings as may be approved 
by HUD; and 

(c) Was doing business in the project 
area on the date of approval by the local 
governing body of the plan for the proj¬ 
ect area in which the small bu*incss 
concern is located, or on the date of the 
approval by the agency of an applica¬ 
tion for a Federal financial assistance 
contract for the project area, whichever 
is pertinent in the context. 

§ 41.6 Noliff of intention to move. 

Except as provided in this 3 41.6, no 
relocation payment for moving expenses 
or actual direct loss of property and no 
small business displacement payment 
shall be made to a business concern 
unless: 

(a) The agency has received, at least 
30 days but not earlier than 90 days 
prior to the moving date, written notice 
from the business concern of its inten¬ 
tion to move or dispose of live property, 
which shall be described generally in the 
notice, and the date of such intended 
move or disposition; and 

(b) The business concern has per¬ 
mitted, at all reasonable times, the in¬ 
spection by or on behalf of the agency 
of such property at the site from which 
the business concern is displaced. For 
the purpose of this | 41.6, “moving date** 
shall mean the date on which the first 
item of such property is intended to be 
moved or disposed of. The agency may 
make a relocation payment notwith¬ 
standing nonreceipt of such timely no¬ 
tice only if the agency has determined 
that there was reasonable cause for the 
failure of the business concern to give 
such notice, and the agency has ade¬ 
quately verified the facts pertaining to 
the move or disposition and the re¬ 
quested relocation payment 

§ 41.7 Determining moving expente* of 
bus in cm concern*. 

(a) Submission of bids prior to mov¬ 
ing date. No claim for a relocation pay¬ 
ment for moving expenses in excess of 
$500 shall be allowed for the costs in¬ 
curred by a business concern unless the 
concern has submitted to the agency, at 
least 15 days prior to the commencement 
of the move, a bid from three reputable 
firms covering the moving costs involved. 
Whenever it is not feasible to obtain 
three bids for any category of work, a 
lesser number of bids shall be submitted, 
together with a written justification by 
the concern; and no relocation payment 
shall be allowed In such cases unless the 
agency has approved the Justification. 
The agency, with HUD concurrence, may 
waive any requirement of this para¬ 
graph (a) for good cause. 

(b) Payment not to exceed low bid. 
Payment to a business concern for mov¬ 
ing expenses shall not exceed the amount 
of the low bid submitted in accordance 
with paragraph (a) of this section unless 
the bid requirement has been waived in 
accordance with paragraph (a) of this 
section. 


§ 41.8 Determining actual direct Iom of 
property. 

(a) The amount of actual direct loss 
of any item of property claimed shall 
be determined as follows: 

(1) The fair market value of the prop¬ 
erty lor continued use at its location 
prior to the displacement shall be ascer¬ 
tained by an appraisal satisfactory to 
the agency, except as provided in sub¬ 
paragraph (2) of this paragraph. 

(2) If the value of the property for 
which actual direct loss is claimed dots 
not warrant the expenses of an appraisal, 
then its fair market value for such con¬ 
tinued use shall be computed as follow*: 
The original cost of the item to the 
claimant (exclusive of installation) mul¬ 
tiplied by the figure obtained by dividing 
the period of the remaining useful life 
of the property at the date of removal 
by the period of the normal useful life of 
the property at the date of its acquisi¬ 
tion by the claimant. 

(3) The property shall be disposed of 
by a bona fide sale (as determined by 
the agency) at the highest price offered 
after reasonable efforts have been made 
over a reasonable period of time to inter¬ 
est prospective purchasers. A trade-in 
of the property may be considered a bona 
fide sale, and the trade-in allowance, 
exclusive of any amount of discount that 
would be allowed on the price of the 
property being acquired in the absence of 
the trade-in. shall be the amount real¬ 
ized upon the sale of the property. 

(4) Ii the amount realized from the 
sale, after deducting ordinary and rea¬ 
sonable expenses of the sale, 1s less than 
the fair market value for such continued 
use. the difference between the net 
amount realized and the fair market 
value is the amount of actual direct 
loss of the property. 

(b) If a bona fide sale is not effected 
because no offer is received for the prop¬ 
erty. after reasonable efforts have been 
made over a reasonable period of time 
to sell it, then its fair market value for 
continued use, ascertained as provided 
in this section, is the amount of actual 
direct loss of the property. 

(c) No relocation payment shall be 
made for the cost of an appraisal se¬ 
cured by the agency to determine the 
amount of any actual direct loss of prop¬ 
erty. which cost shall be borne by the 
agency. 

(d) No relocation payment shall be 
made for the cost of any appraisal made 
by or on behalf of a claimant subsequent 
to the appraisal required by f 41.8(c). 

S 41.9 Outdoor advertising dlpplay. 

A business concern which is not dis¬ 
placed from a project area shall be eli¬ 
gible for a relocation payment for mov¬ 
ing expenses with respect to its outdoor 
advertising displays required, in the 
determination of the agency, to be re¬ 
moved from the project area 

8 41.10 Fixed relocation payment* to 
Individual* and families. 

(a) Schedule of fixed payments An 
agency may pay, to eligible individuals 
and families who elect to receive them. 
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fixed amounts In lieu of payments for 
reasonable and necessary moving ex¬ 
penses and actual direct losses of prop¬ 
erty. Each agency Intending to make 
fixed payments for moving ex pense s shall 
prepare a schedule (Form HUD-6142) 
of the fixed amounts which It proposes 
to pay. The schedule shall contain a 
statement indicating that the agency 
will permit eligible individuals and fami¬ 
lies so choosing to claim reimbursement 
for their actual moving expenses and 
actual direct loss of property. 

(b) Schedule provision . <1) A pro¬ 
posed schedule of fixed payments to eli¬ 
gible individuals and families owning 
furniture shall provide for a graduated 
scale of payments related to the number 
of all rooms occupied or utilized by the 
claimant, except bathrooms, hallways, 
and closets, which payments shall not 
exceed the result obtained by multiply¬ 
ing a reasonable local average hourly 
moving rate (as determined by the 
agency, with HUD concurrence) by the 
number of hours allotted to moving 
personal effects. 

(2) Fixed payments to eligible indi¬ 
viduals and families not owning furni¬ 
ture, but owning furnishings, shall be the 
average hourly rate or $25. whichever 
Is the lesser, calculated In accordance 
with the method prescribed in 8 41.10 
(b)(1): Provided , That fixed payments 
to eligible individuals or families not 
owning furniture or furnishings shall not 
exceed: (i) $10 for an Individual, (11) 
$15 for any family. 

(c) Administration of fixed payments. 
Eligible Individuals or families may be 
paid the amount provided In the schedule 
of fixed payments approved by HUD 
upon receipt at a properly completed 
clai m . A fixed payment shall be in full 
settlement for the claimant's moving 
expense and any actual direct loss of 
property. If the Joint occupants of a 
single dwelling unit in the project area 
move to two or more locations and conse¬ 
quently submit more than one claim, an 
eligible claimant for a fixed payment 
may be paid only his reasonable prorated 
share (as determined by the agency) of 
the total fixed payment applicable to 
such dwelling unit, and the total of fixed 
payments made to all such claimants 
moving from such dwelling unit shall 
not exceed the total fixed payment appli¬ 
cable to such dwelling unit. 

§41.11 Administration of relocation 
payments. 

(a) Conditions for relocation pay¬ 
ment. The agency (or, if the agency is 
the municipality, the board or commis¬ 
sion responsible for carrying out the 
federally assisted activities or, If there 
Is no such board or commission, the 
Principal executive officer of the munici¬ 
pality) shall approve a schedule (Form 
KTJD-6148) of average annual gross 
rentals for standard housing In the 
locality for determining the amount of 
relocation adjustment payments and 
additional relocation payments In ac¬ 
cordance with 8 41.4 (a) and (b). and a 
separate schedule (Form HUD-6155) for 
determining the average price of stand - 
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ard sales housing in a locality, and any 
other conditions under which the agency 
will make relocation payments. The 
schedules and conditions shall be con¬ 
sistent with the regulations In this part 
and shall be available In written form to 
site occupants In the office of the agency. 

(b) Notice to site occupants. The 
agency shall furnish, to all site occupants 
who occupy property within a project 
area (or the area of the federally assisted 
activities) and who are anticipated to 
be displaced, a notice or information 
statement advising the site occupant of 
(1) the availability of relocation pay¬ 
ments to eligible site occupants, and <2> 
the office where the conditions under 
which relocation payments will be made 
are available for inspection. 

(c) Action on claim — finality. The 
agency is initially responsible for deter¬ 
mining the eligibility of a claim for. and 
the amount of, a relocation payment and 
shall maintain In its files complete and 
proper documentation supporting the de¬ 
termination. The determination on each 
claim shall be made or approved either 
by the governing body of the agency or 
by the principal executive officer of the 
agency or his duly authorized designee. 
The determination by the agency or any 
redetermination by HUD shall be final 
and conclusive with respect to the rights 
of any site occupant, and not subject 
to redeterminatlon by any court or any 
other officer. Subject to the requirements 
of this paragraph (c), the agency may 
permit a third-party contractor respon¬ 
sible for relocation activities to examine 
and recommend action on a claim and to 
disburse funds in payment of a claim 
which has been approved by the agency. 

(d) Prompt payment. A relocation 
payment shall be made by the agency 
as promptly as possible after a site oc¬ 
cupant's eligibility has been determined 
in accordance with the regulations in 
this part. 

(e) Agency setoff against claim. The 
agency may set off against the claim of 
an otherwise eligible site occupant any 
financial claim the agency may have 
against the site occupant arising out of 
the use of the real property. 

(f) Approval by HUD—business con¬ 
cerns. No claim for a relocation payment 
for moving expenses or settlement costs, 
or both, shall be paid without the con¬ 
currence of HUD if the claim exceeds 
$10,000. No claim for a relocation pay¬ 
ment for moving expenses which involves 
additions, improvements, alterations, or 
other physical changes, described in 
8 41.2(1) (2). shall be paid without the 
concurrence of HUD. 

(g) Temporary moves. No relocation 
payment shall be made to a site occupant 
for a temporary move. 

<h) Reimbursement of relocation pay¬ 
ments. Relocation payments made in ac¬ 
cordance with the regulations in this 
part and pursuant to a Federal financial 
assistance contract are reimbursable in 
full to the agency as a Federal grant. 

(1) Accounts and records. Accounts 
and records shall be subject to insp ection 
or audit at all reasonable times by HUD. 
Records pertaining to eligibility for re¬ 
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location payments, including all claims, 
receipted bills, or other documentation 
In support of a claim, and records per¬ 
taining to action on a claim, shall be 
retained by the agency for not less than 
3 years after the completion of the fed¬ 
erally assisted activities. 

8 41.12 Filing of claim*. 

(a) Form of claim. To obtain a relo¬ 
cation payment, site occupants shall file 
written claims with the agency on the 
appropriate HUD forms. 

(b) Documentation in support of a 
claim. A claim shall be supported by 
the following: 

(1) If for moving expenses, except in 
the case of a fixed payment, a receipted 
bill or other evidence of such expenses. 
By prearrangement between the agency, 
the site occupant, and the mover, evi¬ 
denced In writing, the claimant or the 
mover may present an unpaid moving bill 
to the agency, and the agency may pay 
the mover directly. 

(2) If for actual direct loss of prop¬ 
erty. written evidence thereof, which 
may include appraisals, certified prices, 
copies of bills of sale, receipts, canceled 
checks, copies of advertisements, offers 
to sell, auction records, and such other 
records as may be appropriate to sup¬ 
port the claim. 

(3) In any other case, such docu¬ 
mentation as may be required by the 
agency, which may Include Income tax 
returns, withholding or information 
statements, and proof of age. 

(c> Time for filing claims. A claim for 
moving expenses, actual direct loss of 
property settlement costs, or a small 
business displacement payment shall 
be submitted to the agency within a 
period of 6 months after the dis¬ 
placement of the site occupant. A 
claim for a relocation adjustment pay¬ 
ment or for an additional relocation pay¬ 
ment shall be submitted within a period 
of 6 months after the displacement of 
the site occupant. A claim for a replace¬ 
ment housing payment shall be sub¬ 
mitted within 18 months after the dis¬ 
placement of the claimant. The time 
limitations in this paragraph (c) may 
be waived by the agency for good cause 
with HUD concurrence. 

§ 41.13 Limitations on amount of relo¬ 
cation payment*. 

(a) Mooing expenses and loss of prop - 
erty —(1) Maximum amount — individ¬ 
uals and families. The maximum reloca¬ 
tion payment that may be made or rec¬ 
ognized for moving expenses and actual 
direct loss of property, for which re¬ 
imbursement or compensation Is not 
otherwise made, shall not exceed $200 in 
the case of individuals, families, or two 
or more unrelated individuals occupying 
the same dwelling unit. 

(2) Maximum amount—business con¬ 
cerns. The maximum relocation payment 
that may be made or recognized In the 
case of a business concern for moving 
expenses and actual direct loss of prop¬ 
erty. for which reimbursement or com¬ 
pensation Is not otherwise made, shall 
not exceed $3,000. If the total of the ac¬ 
tual certified moving expenses incurred 


FEDERAL REGISTER, VOL. 36, NO. 246—WEONESOAY, DECEMBER 22, 1971 
No. 246—Pt. IT-Sec. 1-6 






2+112 

committees of the House and Senate 
having legislative Jurisdiction over the 
program or activity Involved* a full 
written report of the circumstances and 
the grounds for such action* Any ac¬ 
tion to suspend or terminate or to refuse 
to grant or to continue Federal financial 
assistance shall be limited to the particu¬ 
lar political entity, or part thereof, or 
other recipient as to whom such a finding 
has been made and shall be limited in 
Its effect to the particular program, or 
part thereof, in which such noncompli¬ 
ance has been so found. 

(d) Other means authorised by law. 
No action to effect compliance by any 
other means authorized by law shall be 
taken until (1) the responsible Depart¬ 
ment official has determined that com¬ 
pliance cannot.be secured by voluntary 
means. (2) the action has been approved 
by the Secretary, (3) the applicant or re¬ 
cipient has been notified of its failure to 
comply and of the action to be taken 
to effect compliance, and (4) the expira¬ 
tion of at least ten days from the mailing 
of such notice to the applicant or recip¬ 
ient. During this period of at least ten 
days additional efforts shall be made to 
persuade the applicant or recipient to 
comply with this Part 1 and to take such 
corrective action as may be appropriate. 

§ 1.9 Hearing*. 

(a) Opportunity for hearing. When¬ 
ever an opportunity tor a hearing Is re¬ 
quired by $ 1.8(c)* reasonable notice 
shall be given by registered or certified 
mall, return receipt requested, to the 
affected applicant or recipient. This 
notice shall advise the applicant or re¬ 
cipient of the action proposed to be 
taken, the specific provision under which 
the proposed action against it is to be 
taken, and the matters of fact or law 
asserted as the basis for this action, and 
either (1) fix a date not less than 20 
days after the date of such notice within 
which the applicant or recipient may 
request of the responsible Department 
official that the matter be scheduled for 
hearing or (2) advise the applicant or re¬ 
cipient that the matter In question has 
been set down for hearing at a stated 
time and place. The time and place so 
fixed shall be reasonable and shall be sub¬ 
ject to change for cause The complain¬ 
ant, if any, shall be advised of the time 
and place of the hearing. An applicant 
or recipient may waive a hearing and sub¬ 
mit written information and argument 
for the record. The failure of an appli¬ 
cant or recipient to request a hearing 
under this paragraph (a) or to appear at 
a hearing for which a date has been set 
shall be deemed to be a waiver of the 
right to a hearing under section 602 of 
the Act and 11.8(c) of this Part 1 and 
consent to the making of a decision on 
the basis of such Information os Is 
available. 

<b> Time and place of hearing. Hear¬ 
ings shall be held at the offices of the 
Department in Washington. D.C., at a 
time fixed by the responsible Department 
official unless he determines that the 
convenience of the applicant or recipient 
or of the Department requires that an¬ 
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other place be selected. Hearings shall be 
held before the responsible Department 
official or. at his discretion, before a hear¬ 
ing examiner designated in accordance 
with sections 3105 and 3344 of title 5. 
United States Code. 

(c) Right to counsel. In all proceed¬ 
ings under this section, the applicant or 
recipient and the Department shall have 
the right to be represented by counsel. 

<d* Procedures . evidence, and record. 
U> The hearing. dechdon, and any ad¬ 
ministrative review thereof shall be con¬ 
ducted in conformity with 5 U.S.C. 554- 
557 and in accordance with the practice 
and procedure for hearings Issued by the 
Department and published in Part 2 of 
this subtltite relating to the conduct of 
the hearing, giving of notices subsequent 
to those provided for in paragraph (a) 
of this section, taking, of testimony, ex¬ 
hibits. arguments and briefs, requests 
for findings, and other related matters. 
Both the Department and the applicant 
or recipient shall be entitled to Introduce 
all relevant evidence on the issues as 
stated in the notice for hearing or as 
determined by the officer conducting the 
hearing at the outset of or during the 
hearing. 

(2) Technical rules of evidence shall 
not apply to hearings conducted pursu¬ 
ant to this Part 1. but rules or principles 
designed to assure production of the 
most credible evidence available and to 
subject testimony to test by cross-exam¬ 
ination shall be applied where reason¬ 
ably necessary by the officer conducting 
the hearing. The hearing officer may 
exclude irrelevant, immaterial, or un¬ 
duly repetitious evidence. All docu¬ 
ments and other evidence offered or 
taken for the record shall be open to 
examination by the Agency and tho ap¬ 
plicant or recipient, and opportunity 
shall be given to refute facts and argu¬ 
ments advanced on either side of the 
Issues. A transcript shall be made of 
the oral evidence except to the extent 
the substance thereof Is stipulated for 
the record. All decisions shall be based 
upon the hearing record and written 
findings shall be made. 

(e) Consolidated or joint hearings. 
In cases in which the same or related 
facts with respect to two or more pro¬ 
grams or activities to which this Part 1 
applies are asserted to constitute non- 
compliance with this Part 1 or noncom- 
pltance with this Part 1 and the regu¬ 
lations of one or more other Federal 
departments or agencies Issued under 
Title VI of the Act. the Secretary 
may, by agreement with such other de¬ 
partments or agencies, where applicable, 
provide for the conduct of consolidated 
or Joint hearings, and for the applica¬ 
tion to such hearings of rules of pro¬ 
cedure not inconsistent with this Part 1. 
Final decisions in such cases. Insofar as 
this Part 1 Is concerned, shall be made 
in accordance with S 1.10. 

£ 1.10 UreiMom and nutkn* 

<a» Decision by person other than the 
responsible Department official. If the 
hearing is held by a hearing examiner, 
such hearing examiner shall elther make 


an initial decision, If so authorized, or 
certify the entire record including his 
recommended findings and proposed de¬ 
cision to the responsible Department offi¬ 
cial for a final decision, and a copy of 
such Initial decision or certification shall 
be mailed to the applicant or recipient 
by certified or registered mall, return re¬ 
ceipt requested. Where the Initial deci¬ 
sion is made by the hearing examiner, 
the applicant or recipient may, within 
the period provided for in the rules of 
procedure issued by the Department 
<Part 2 of this subtitle), file with the 
responsible Department official his ex¬ 
ceptions to the initial decision, with his 
reasons therefor. In the absence of ex¬ 
ceptions, the responsible Department of¬ 
ficial may on his own motion within 45 
days after the Initial decision serve on the 
applicant or recipient a notice that he 
will review the decision. Upon the filing 
of such exceptions or of such nottc? of 
review the responsible Department offl /U 
shall review* the initial decision and 
issue his own decision thereon including 
the reasons therefor. In the absence of 
cither exceptions or a notice of review 
the initial decision shall constitute the 
final decision of the responsible Depart¬ 
ment official, in which event a copy Fhall 
also be sent to the complainant. 

(b) Decisions on record or review by 
the responsible Department official. 
Whenever a record is certified to the re¬ 
sponsible Department official for decision 
or he reviews the decision of a hearing 
examiner pursuant to paragraph (a) of 
this section, or whenever the responsible 
Department official conducts the hearing, 
the applicant or recipient shall be given 
reasonable opportunity to file with him 
briefs or other written statements of Its 
contentions, and a copy of the final deci¬ 
sion of the responsible Department offi¬ 
cial shall be given in writing to the ap¬ 
plicant or recipient, and to the complain¬ 
ant. if any. by certified or registered mall, 
return receipt requested. 

(c) Decisions on record where a hear¬ 
ing is waived. Whenever a hearing is 
waived pursuant to f 1.9(a) a decision 
shall be made by the responsible Depart¬ 
ment official on the record and a copy of 
such decision shall be given in writing to 
the applicant or recipient, and to the 
complainant, if any, by certified or regis¬ 
tered mail, return receipt requested 

(d) Ridings required . Each decision 
of a hearing examiner or responsible 
Department official shall set forth his 
ruling on each finding, conclusion, or ex¬ 
ception presented, and shall identify the 
requirement or requirements imposed by 
or pursuant to this Part 1 with which It 
is found that the applicant or recipient 
has failed to comply. 

(e> Content of orders. The final de¬ 
cision may provide for suspension or 
termination of. or refusal to grant or 
continue Federal financial assistance, in 
whole or In part, under the program or 
activity Involved, and may contain KU<m 
terms, conditions, and other provisions 
as are consistent with and will effectuate 
the purposes of the Act and this Part l. 
including provisions designed to assure 
that no Federal financial assistance will 


FEDERAL REGISTER, VOL 36, NO- 246—WEDNESDAY, DECEMBER 22. 1971 






by the LPA) for the Kite occupant to 
vacate the real property. 

(2) In the case of voluntary rehabili¬ 
tation. the commencement of. or notice 
by the owner of the real property of the 
commencement of. voluntary rehabilita¬ 
tion of the building or other improve¬ 
ment, or the part thereof occupied by 
the site occupant which makes it neces¬ 
sary (as determined by the LPA) for the 
site occupant to vacate the real property. 

(3) In the case of either code enforce¬ 
ment or voluntary rehabilitation, an In¬ 
crease or a notice of increase in rent for 
the rent period involved amounting to 
not less than 25 percent in the case of a 
business concern and not less than 10 
percent in the case of an individual or 
family: Provided, That in the case of an 
individual or family the increase shall 
also result in a rent exceeding the stand¬ 
ards established by the LPA for the dis¬ 
places* ability to pay. 

g 41.23 Code enforcement or demolition 
grants* 

<&) General A site occupant is eligi¬ 
ble for a relocation payment if the dis¬ 
placement is: 

(1) From real property within the 
code enforcement or demolition grant 
project area on or after (i) the date of 
execution of a Federal financial as sist- 
•nee contract, or (11) the date of HUD 
approval of a budget for a program of 
concentrated code enforcement, or (ill) 
the date of HUD approval of an applica¬ 
tion for a demolition grant: Provided, 
That in the case of approval of such 
budget or application a Federal financial 
assistance contract is thereafter exe¬ 
cuted for the area: and 

(2) Made necessary by (i) code en¬ 
forcement activities as further defined in 
paragraph (b) of this section, (ii) a pro¬ 
gram of voluntary rehabilitation of 
buildings or other improvements In 
accordance with the program of concen¬ 
trated code enforcement and public im¬ 
provement, as further defined in para¬ 
graph (c) of this section. Oil) acquisition 
of real property by the code agency or 
any other public body in connection with 
a federally assisted program of concen¬ 
trated code enforcement and public im¬ 
provement as further defined in para¬ 
graph (d) of this section, or (iv) 
demolition activities as further defined 
In paragraph (e) of this section. 

(b) Displacement made necessary by 
code enforcement. The displacement of 
a site occupant from a code enforcement 
area is deemed made necessary by code 
enforcement if the vacation of the real 
property occurs on or after the com¬ 
mencement of code enforcement, or the 
receipt of notice by the site occupant 
that code enforcement will be required, 
with respect to the real property occu¬ 
pied by the site occupant under either of 
the following circumstances: 

(1) The code enforcement cannot 
reasonably be undertaken without the 
vacation of the real property by the site 
occupant and the code agency so 
determines; or 

(2) In the case of a tenant, the owner 
has increased the rent or has notified the 
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tenant of an increase in rent amounting 
to not less than 25 percent in the case of 
a business concern and not less than 10 
percent in the case of an individual or 
family: Provided , That in the case of an 
Individual or family the increase shall 
also result in a rent exceeding the 
standards established by the code 
agency for displacers’ ability to pay. 

No claim based upon code enforcement 
shall be approved unless the code agency 
shall have determined that the site occu¬ 
pant was displaced by such activities. 

(c) Displacement made necessary by 
voluntary rehabilitation . The displace¬ 
ment of a site occupant from a code en¬ 
forcement area is deemed made neces¬ 
sary by voluntary rehabilitation: 

(1) Upon the commencement of such 
rehabilitation of the building or other 
improvement, or the part thereof occu¬ 
pied by the site occupant which makes it 
necessary (as determined by the code 
agency ) for the site occupant to vacate 
the real property: or 

(2) In the case of a tenant, an in¬ 
crease or a notification of an increase in 
rent amounting to not less than 25 per¬ 
cent in the case of a business concern 
and not less than 10 percent in the case 
of an individual or family: Provided, 
That in the case of an individual or 
family the increase shall also exceed the 
standards established by the code agency 
for dlsplacees’ ability to pay. 

(d) Displacement made necessary by 
acquisition. The displacement of a site 
occupant from a code enforcement 
project area is deemed mode necessary 
by acquisition if the vacation of the real 
property occurs after the code agency or 
other public body acquiring the legal or 
equitable title or the right to possession 
has ordered the site occupant to vacate 
the real property. No claim based upon 
acquisition of real properly by a public 
body other than the code agency shall 
be approved unless the code agency has 
determined that the site occupant was 
displaced by the acquisition or in con¬ 
templation thereof. The determination 
shall be supported by a signed statement 
from the public body Indicating ( 1 > when 
it acquired or proposes to acquire the 
property occupied by the rite occupant, 
and (2) whether it compensated or has 
agreed to compensate the site occupant 
for moving expenses, actual direct loss 
of property, or settlement costs result¬ 
ing from the displacement. 

(e) Displacement made necessary by 
demolition. The displacement of a site 
occupant from a demolition grant 
project area is deemed made necessary 
by demolition if the vacation of the real 
property occurs after the code agency 
lias ordered the real property to be va¬ 
cated and demolished. 

§41.21 Interim 4iMi*lanr<* area*. 

(a) Displacement. A rite occupant is 
eligible for a relocation payment if the 
displacement is: 

(I) From private real property within 
the interim assistance project area on or 
after the date of execution of a Federal 
financial assistance contract or the date 
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of HUD approval of a budget for a pro¬ 
gram of interim assistance: Provided, 
That in the latter case a Federal finan¬ 
cial assistance contract is thereafter 
executed for the area; and 

(2) Made necessary by (1) activities 
designed to improve private properties 
to the extent needed to eliminate the 
most immediate dangers to the public 
health and safety, as further defined in 
paragraph (b) of this section, (ii) acqui¬ 
sition of real property by the agency in 
connection with a federally assisted pro¬ 
gram of Improvement of private prop¬ 
erties. as further defined in paragraph 
(t) of this section, or (ill) demolition of 
structures determined to be structurally 
unsound or unfit for human habita¬ 
tion, and which constitute a public nui¬ 
sance and serious hazard to the public 
health and safety, as further defined in 
paragraph (d) of this section. 

ib> Displacement made necessary by 
improvement of private properties . The 
displacement of a rite occupant from an 
interim assistance project area is 
deemed made necessary by improvement 
of private properties if the vacation of 
the private real property occurs on or 
after the commencement of improve¬ 
ment activities, or the receipt of notice 
by the rite occupant that improvements 
will be required with respect to private 
real property occupied by the rite occu¬ 
pant. and if: 

(1) The improvement is necessary to 
eliminate the most immediate dangers 
to public health and safety, and the 
agency so determines, and the improve¬ 
ment cannot reasonably by undertaken 
without the vacation of the real prop¬ 
erty by the rite occupant and the agency 
so determines. No claim based upon in¬ 
terim assistance involving improvement 
of private properties shall be approved 
unless the agency shall have determined 
that the claimant was displaced by such 
activities. The determination shall be 
supported by a statement by the agency 
giving the factual basis on which the 
determination was made: or 

<2) In the case of a tenant, the owner 
has increased the rent, or has notified 
the tenant of an increase in rent, 
amounting to not less than 25 percent In 
the case of a business concern and not 
less than 10 percent in the case of an 
Individual or family: Provided . That in 
the case of an individual or family the in¬ 
crease shall also result in a rent exceed¬ 
ing the standards established by the 
agency for displacers* ability to pay. 

<c) Displacement made necessary by 
acquisition. The displacement of a site 
occupant from an interim assistance 
project area is deemed made necessary by 
acquisition if the vacation of the real 
property occurs after the agency has ac¬ 
quired legal or equitable title or the right 
to possession and has ordered the site 
occupant to vacate the real property. 

<d> Displacement made necessary by 
demolition of unfit structures. The dis¬ 
placement of a site occupant from an 
interim assistance project area is deemed 
made necessary by demolition of unfit 
structures if the vacation of the real 
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property occurs under the following 
circumstances: 

(1) The structures occupying the real 
property arc structually unsound or un¬ 
fit for human habitation and constitute 
a public nuisance and serious hazard 
to the public health and safety, and tlie 
agency has so determined: and 

(2) The vacation of the real prop¬ 
erty occurs after the agency has ordered 
the real property to be vacated and 
demolished. 

§ 11.2.*! IiOW-rfnt public lumping. 

fa) Displacement. A site occupant Is 
eligible for a relocation payment If the 
displacement of the site occupant Is: 

(1) From real property within the 
low-rent public housing project area on 
or after the date of execution of the per¬ 
tinent annual contributions contract (or 
the date of tentative site approval by 
HUD, whichever date Is later); and 

(2) Made necessary by the acquisition 
of the real property by the LHA. 

(b) Displacement made necessary by 
acquisition. A site occupant of real prop¬ 
erty within the low-rent public housing 
area on the date of execution of the ap¬ 
plicable annual contributions contract 
(or the date of tentative site approval by 
HUD, whichever date Is later), which 
contemplates acquisition of the property, 
regardless of when or If such acquisition 
takes place, and a site occupant of the 
property at the time of its acquisition 
may be deemed displaced by the acquisi¬ 
tion upon vacating the property. For this 
purpose, acquisition means the obtaining 
by the LHA of title to. or the right to 
possession of. the real property. 

§ 41.26 Open-space land, urban beauti¬ 
fication, and historic preservation. 

(a) Moving expenses and actual direct 
loss of property. A site occupant is 
deemed displaced by the acquisition of 
real property for open-space use. urban 
beautification, or historic preservation 
and is eligible for a relocation payment 
for moving expenses and actual direct 
loss of property if: 

(1) The acquisition of real property 
necessitates Its vacation: and 

(2) The sit© occupant is (i) an occu¬ 
pant of the real property on the date of 
execution of a Federal grant contract 
authorizing the acquisition of the real 
property (or, if HUD concurrence is given 
for the acquisition of the real property 
prior to its approval of a Fe deral grant 
contract, the date of such HUD con¬ 
currence, provided that in the latter 
case a Federal grant contract for the 
project is thereafter executed) regard¬ 
less of when or if such acquisition takes 
place, or <il) the site occupant is an oc¬ 
cupant of the real property at the time 
of its acquisition. 

<b) Settlement costs . A site occupant 
Is deemed eligible for a relocation pay¬ 
ment for settlement cost s if: 

(1) He is the owner of the real prop¬ 
erty at the time of transfer of title to 
the agency; and 

(2) If the transfer of title to the real 
property occurs on or after the date of 
execution of a Federal grant contract 


authorizing the acquisition of the real 
property (or. if HUD concurrence is 
given for the acquisition of the real prop¬ 
erty prior to its approval of a Federal 
grant contract, on or after the date of 
such HUD concurrence, provided that a 
Federal grant contract for the project is 
thereafter executed). 

§ 41.27 Neighborhood farilliiee projects. 

<a) Moving expenses and actual direct 
loss of property. A site occupant is 
deemed displaced by the project and is 
eligible for a relocation payment for 
moving expenses and actual direct loss 
of property if: 

(1) The project necessitates vacation 
of real property by the claimant: and 

(2) The site occupant is (!) an oc¬ 
cupant of the real property on the date of 
execution of a Federal grant c on tract 
authorizing the project (or, if HUD con¬ 
currence is given for the commencement 
of project activities causing the displace¬ 
ment prior to HUD approval of a Fed¬ 
eral grant contract, the date of such con¬ 
currence, provided that in the latter case 
a Federal grant contract for the project 
is thereafter executed), or (il) the site 
occupant is the occupant of the real prop¬ 
erty on the date of its acquisition. 

(b) Settlement costs. A claimant for 
settlement costs is eligible for a reloca¬ 
tion payment if: 

(1) He is the owner of the real prop¬ 
erty at the time of transfer to the agency 
or to a nonprofit agency under Its con¬ 
trol which is engaged in the carrying out 
of the project; and 

(2) The transfer of title to the real 
property occurs on or after the date of 
execution of a Federal grant contract 
authorizing the acquisition of the real 
property (or. if HUD concurrence is given 
for the acquisition of the real property 
prior to its approval of a Federal grant 
contr act, on or after the date of such 
HUD concurrence, provided that a Fed¬ 
eral grant contract for the project is 
thereafter executed). 

§ 41.28 Public facility loan*: grant* for 
ba»ic water anil sewrr facilities; and 
granl* for advance acquisition of 
land. 

(&) Displacement. A site occupant is 
eligible for a relocation payment if: 

(1) The site occupant is displaced 
from the real property within the project 
area on or after the date of the filing 
of an application for Federal financial 
assistance: and 

(2) A Federal financial assistance con¬ 
tract Is executed under title n of the 
Housing Amendments of 1955 (42 U-S.C. 
1491-1497) or section 702 or 704 of the 
Housing and Urban Development Act of 
1965 (42 U.8.C. 3102 or 3104); and 

(3) The acquisition or use of such real 
property is determined by HUD to be 
necessary In connection with a project 
under the program; and 

(4) The site occupant vacates after (1) 
the Agency acquires title to or use of the 
property In connection with the program; 
or (il) the agency becomes entitled to 
possession of the real property pursuant 
to a proceeding in condemnation; or (ill) 


a binding contract for the purchase of 
the real property is entered into by the 
Agency and the owner of such real prop¬ 
erty if, in fact, the real property Is not 
occupied by another occupant prior to 
acquisition of title to, or the right of 
possession of, the reai property by the 
agency. 

(b) Settlement costs. A claimant is 
eligible for a relocation payment for 
settlement costs if he is the owner of 
the real property at the time of the 
transfer of such real property to the 
agency. 

§ 41.29 Model Cities, 

A site occupant is eligible for reloca¬ 
tion payment if the displacement of the 
site occupant is: 

(a) From real property, on or after 
(1) the date of HUD approval of a com¬ 
prehensive city demonstration program 
(or an amendment thereof) that identi¬ 
fies the undertaking resulting in the dis¬ 
placement as being carried out in 
connection with the program, or (2) such 
earlier date as may be approved by HUD 
for a specific undertaking upon the re¬ 
quest of a city (provided that in both 
cases a Federal financial assistance con¬ 
tract is thereafter, or has been, executed 
and that In the latter case HUD subse¬ 
quently approves a comprehensive city 
demonstration program, or an amend¬ 
ment thereof, that identifies the under¬ 
taking as one being carried out in con¬ 
nection with the program); and 

<b) On or after (1) receipt of a notice 
to vacate from the owner of the property 
(or of a notice of increase in rent for 
the rent period Involved amounting to 
not less than 25 percent in the case of 
a business concern and not less than 10 
percent in the case of an Individual or 
family If in the latter case the increase 
results in a rent exceeding the standards 
established by the city for tho displacees' 
ability U> pay) or. In the case of an 
owner-occupant, the commencement of 
activities which make it necessary <slb 
determined by the city) to vacate the 
property; or (2) such earlier date fixed 
by HUD on the basis of a determination 
that the move was reasonably In contem¬ 
plation of a notice to vacate or an in¬ 
crease in rent as defined herein. 

PART 42—RELOCATION PAYMENTS 
AND ASSISTANCE AND REAL 
PROPERTY- ACQUISITION UNDER 
THE UNIFORM RELOCATION AS- 
SISTANCE AND REAL PROPERTY 
ACQUISITION POLICIES ACT OF 
1970 

Svbport A—General 

Sec. 

42.1 Purpose. 

42 5 Superwsdure. 

42.10 Statement of policy. 

42.15 Statement of applicable law. 

42.20 Definitions. 

52.25 Applicability of regulations 
42.30 Assurances. 

42.35 Federal shore of coats of relocation 
payments and assistance. 

42.40 Payments In condemnation proceed¬ 
ings add negotiated purchase*. 
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Subport B—Relocation Paym*nU 

43 45 Purpose. 

43.50 Relocation payment* by 8tat« 
agency. 

42 55 Basic eligibility conditions. 

42 < 0 Filing of claims. 

12.65 Actual reasonable moving expenses. 
42.70 Actual direct losses of tangtbie per¬ 
sonal property. 

42 75 Actual reasonable expenses In search¬ 

ing for a replacement business or 
farm. 

42.80 Alternate payments — Individuals 
and families. 

42 85 Alternate payments—businesses and 

form operations. 

42.00 Replacement housing payments for 
homeowners. 

42.95 Replacement housing payments for 
tenants and certain others. 

Sub port C—Relocation Ass It tone* Advisory Pro¬ 
gram ond Assurance of Adequate Replacement 
Housing 

42,100 Purpose. 

42.106 Relocation assistance advisory pro¬ 
gram. 

42110 Eligibility for services. 

42 115 Minimum requirements of relocation 
assistance advisory program. 

42 120 Requirement of adequate replace¬ 
ment housing prior to displace¬ 
ment. 

42 125 Coordination of relocation activities. 

Subpart D—Real Property Acquisition 
42 130 Purpose. 

42.135 Real property acquisition practices. 
42.140 Payments—expenses incidental to 
transfer of title. 

42.145 Payments—litigation expenses. 

42.150 Effect upon property acquisition. 

Subpart E—Administration 
42 155 Purpose. 

42 180 Schedules of comparable replace¬ 
ment dwellings. 

42.105 Notice to persons in project area. 

42170 Review of claims. 

42.175 Prompt payment. 

42.180 Agency setoff agai nst claim. 

42 185 Approval by HUD. 

42.190 Appeals procedure—grievances. 

42 195 Accounts and records. 

42.200 Payments not to be considered as in¬ 
come. 

42206 Displacement in connection with 
more than one project. 

42 310 PoUclee and requirements of HUD. 
42215 Waivers. 

Appendix A. 

Acthoiitt: The provisions of this Part 42 
Issued under sec. 213. 84 StaL 1901; 42 U.8.O. 
4833. and sec. 7(d). 79 Slat. 670; 42 UB.C. 

3505(d). 

Subpart A —General 

§ 12.1 Purple. 

The purpose of this subpart is to set 
forth provisions of general applicability 
with respect to the regulations in this 
part. Such provisions relate to (a) the 
effect of the regulations in this part on 
previously issued regulations pertaining 
to relocation payments, (b) statements 
of applicable policy and law. (c) defini¬ 
tions of pertinent terms. <d) a descrip¬ 
tion of the dates, and the entities or per¬ 
son*. on or to which the regulations in 
this part are applicable, and the assur¬ 
ances required in connection with such 
applicability. <e) the extent of Federal 
Participation in the costs of relocation 


payments and assistance, and (t ) the ef¬ 
fect on payments provided under the 
regulations in this part of duplicate pay¬ 
ments made in condemnation proceed¬ 
ings and negotiated purchases. 

§ 42.5 Suprrarclurr. 

The regulations in this part supersede 
those currently appearing at Part 41 of 
this subtitle to the extent that the 
regulations issued hereunder are, under 
I 42.25. applicable. 

§ 42.10 Stair men! of policy. 

The purpose of the regulations in this 
part Is to carry out the following poli¬ 
cies of the Uniform Relocation Assist¬ 
ance and Real Property Acquisition 
Policies Act of 1970 (Public Law 91-646, 
84 Stat. 1894; 42 U.S.C. 4601). hereinafter 
referred to as the "Act”: 

<a> To insure that uniform, fair, and 
equitable treatment be afforded persons 
displaced as a result of federally assisted 
projects in order that such persons shall 
not suffer disproportionate injuries as a 
result of programs designed for the bene¬ 
fit of the public os a whole, and 

(b) In the acquisition of real property 
for a federally assisted project, to en¬ 
courage and expedite acquisition by 
agreements with owners of such prop¬ 
erty, to avoid litigation and relieve con¬ 
gestion in courts, to assure consistent 
treatment for owners of real property to 
be so acquired, and to promote public 
confidence in Federal land acquisition. 

§ 42.13 Statement of applicable law. 

(a) Section 210 of the Act requires sat¬ 
isfactory assurance from a State agency 
that specified relocation payments and 
relocation assistance will be provided, 
and replacement dwellings will be avail¬ 
able, to displaced persons as a condition 
to Federal approval of any grant or loan 
to, or contract or agreement with, such 
State agency under which Federal finan¬ 
cial assistance will be made available 
to pay all or part of the cost of any pro¬ 
gram or project which will result in the 
displacement of any person on or after 
the effective date of the Act. 

<b> Section 305 of the Act requires 
satisfactory assurances from a State 
agency that in acquiring real property it 
will be guided, to the greatest extent 
practicable under State law. by specified 
land acquisition policies, and that speci¬ 
fied payments will be made to property 
owners, as a condition to Federal ap¬ 
proval of any grant or loan to, or con¬ 
tract or agreement with, any State 
agency under which Federal financial 
assistance will be available to pay all or 
part of the cost of any program or 
project which will result In the acquisi¬ 
tion of real property on and after tho 
effective date of the Act. 

<c> Section 211(c) of the Act provides 
that any grant to. or contract or agree¬ 
ment with, a State agency executed be¬ 
fore the effective date of the Act under 
which Federal financial assistance will 
be available to pay all or part of the cost 
of any program or project which will re¬ 
sult in the displacement of any person on 
or after such date, shall be amended to 


Include the cost of providing payments 
and services under the Act. 

(d) Section 211(a) of the Act provides 
that the cost to a State agency of provid¬ 
ing such payments and assistance shall 
be included as part of the cost of a pro¬ 
gram or project for which Federal finan¬ 
cial assistance is available to such State 
agency. Section 211(a) also provides that 
where the Federal financial assistance is 
by grant or contribution, the Federal 
Government shall pay the full amount of 
the first $25,000 of the cost of such pay¬ 
ments and assistance so provided by the 
State agency to a displaced person on 
account of any acquisition or displace¬ 
ment occurring prior to July 1, 1972. and 
where such Federal financial assistance 
is by loan, the Federal agency shall loon 
the State agency the first $25,000 of such 
costs. 

(e) Subject to section 221(c) of the 
Act. section 220(a) repealed the follow¬ 
ing provisions of law: Section 114 of the 
Housing Act of 1949 (42 U-S.C. 1465); 
paragraphs (7><b)(iii> and (8) of sec¬ 
tion 15 of the United States Housing Act 
of 1937 (42 UJ3.C. 1415. 1415(8)), except 
the first sentence of paragraph (8); sec¬ 
tion 404 of the Housing and Urban 
Development Act of 1965 (42 UJS.C. 
3074); section 107 <b> and (c) of the 
Demonstration Cities and Metropolitan 
Development Act of 1966 (42 U.S.C. 
3307). Subject to section 221(0 of the 
Act. section 306 repealed sections 401, 
402, and 403 of the Housing and Urban 
Development Act of 1965 (42 U.S.C. 3071- 
3073). Sections 220(b) and 306 of the Act 
provide that any rights or liabilities 
existing under prior Acts shall not be 
affected by such repeals. 

(f) Section 221 of the Act provides 
tlrnt the Act shall take effect on the date 
of its enactment (January 2. 1971 > ex¬ 
cept that until July 1, 1972, sections 
210 and 305 of said Act with respect to 
assurances required of State agencies 
shall be applicable to a State only to the 
extent that such State is able under its 
laws to comply with such sections, and 
that certain repeals (specified in para¬ 
graph (e) of this section) made by sec¬ 
tions 220(a) and 306 of the Act shall not 
apply to any State so long as sections 
210 and 305 are not applicable In such 
State. 

§ 42.20 Definition*. 

For the purpose of the regulations in 
this part, the following terms shall 
mean: 

(a) Business. Any lawful activity, 
excepting a farm operation, conducted 
primarily: (1) For the purchase, sale, 
lease, and rental of personal and real 
property, and the manufacture, process¬ 
ing. or marketing of products, commodi¬ 
ties, or any other personal property; (2) 
for the sale of services to the public: 
(3) by a nonprofit organization: or (4) 
solely for the purposes of payments 
under U 42.65, 42.70. and 42.75. for 
assisting in the purchase, sale, resale, 
manufacture, processing, or marketing 
of products, commodities, personal prop¬ 
erty. or services by the erection and 
maintenance of an outdoor advertising 
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display or displays, whether or not such 
display or displays are located on the 
premises on wtiich any of the above 
activities are conducted. 

<b) Comparable replacement dwelling. 
For the purpose of computing the amount 
of a replacement housing payment under 
If 42.90 and 42.95. a dwelling which is 

(1) decent, safe and sanitary, and com- 
parable to the acquired dwelling with 
respect to number of rooms, but in any 
event adequate to accommodate the dis¬ 
placed person; (2) in an area not sub¬ 
jected to unreasonable adverse environ¬ 
mental conditions from cither natural or 
manmade sources, and not generally less 
desirable than the acquired dwelling with 
respect to public utilities, public and 
commercial facilities and reasonably 
accessible to the displaced person s pres¬ 
ent or potential place of employment; <3) 
available on the private market to the 
displaced person and available to all 
persons regardless of race, color, religion, 
sex. or national origin in a manner con¬ 
sistent with title VUI of the Civil Rights 
Act of 1968; (4) to the extent practicable, 
and where consistent with subparagraph 

(1) of this paragraph, functionally equiv¬ 
alent and substantially the same as the 
acquired dwelling with respect to area of 
living space, age. and state of repair; and 
(5) within the financial means of the dis¬ 
placed person, provided that this sub- 
paragraph (5) shall be construed only in 
accordance with the intent to put such 
person in an equal or better position. 

(c) Decent , talc and sanitary housing. 
Housing in sound, clean and weathcr- 
tighfc condition, in conformance with 
local housing codes (or in the absence of 
local housing codes, or where the stand¬ 
ards containe d In any such code are de¬ 
termined by HUD to be inadequate, in 
con form ance with standards established 
by HUD) and which meets the following 
minimum standards: 

(1) Each housekeeping unit shall In¬ 
clude a kitchen with a fully usable sink, 
a stove or connection for a stove, a sepa¬ 
rate and complete bathroom, hot and 
©old running water in both bathroom and 
kitchen, an adequate and safe wiring 
system for lighting and other electrical 
services, and heating as required by 
climatic conditions and local codes. 

(2) Each nonhousekeeping unit shall 
be in conformance with local code stand¬ 
ards for boarding houses, hotels and 
other dwellings for congregate living. If 
such local codes do not Include require¬ 
ments relating to space and sanitary 
facilities In this connection, standards 
shall be subject to the approval of HUD. 

(3) Occupancy standards shall be in 
conformance with local codes or HUD- 
approved requirements, whichever Is 
higher. 

(d) Displaced person . (1) An Individ¬ 
ual. family, partnership, corporation or 
association (herein referred to as a “per¬ 
son") who meets the basic eligibility re¬ 
quirements specified in I 42.55 and as set 
out in general terms below: 

H) Such person moves from real prop¬ 
erty within the project area or moves 
his personal property from such real 
property on or after the applicable date 
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specified in paragraph (a) (1) of I 42.55, 
and either 

(ID Such person is displaced as a re¬ 
sult of <a) acquisition of such real prop¬ 
erty in whole or in port for a project, 
<t>) the receipt of a written order from 
the acquiring agency to vacate such 
property for a project or (c) the receipt 
of & written notice from the acquiring 
agency of its Intent to acquire such 
property for a project, or 

(ill) Such person is displaced as a re¬ 
sult of code enforcement, voluntary re¬ 
habilitation, improvement of private 
property, or demolition, as provided in 
paragraphs <c>, <d), and (e) of 142.55, 
or 

(2) Solely for the purpose of qualify¬ 
ing for the payments specified In para¬ 
graph (a)(3) of 142.55. a person who 
moves from real property, or moves his 
personal property from real property on 
or after the applicable date specified in 
paragraph (a) (1) of I 42.55 as a result of 
such acquisition of or displacement from 
other real property on which such person 
conducts a business or farm operation. 

(e) Dwelling. Any single family build¬ 
ing, one family unit (including a non¬ 
housekeeping unit) in a two-family or 
multifamily building, a unit of a condo¬ 
minium or cooperative housing project, a 
mobile home or other residential unit. 

(f) Farm operation . Any activity con¬ 
ducted solely or primarily for the pro¬ 
duction of one or more agricultural pro¬ 
ducts or commodities. Including Umber, 
for sale or home use, and customarily 
producing such products or commodiUes 
in sufficient quantity to be capable of 
contributing materially to the operator's 
support. 

(g) Federal financial assistance. A 
grant, loan, or contrlbuUon (except any 
Federal guarantee or insurance) made 
by HUD. Including a grant, loon or con¬ 
tribution specified below: 

(1) A loon, a grant, or a loan and 
grant, for an urban renewal project 
under UUe I of the Housing Act of 1949 
(65 SUit. 413, 414. 42 U.S.C. 1450); 

(2) A grant for concentrated code en¬ 
forcement and public improvements 
under secUon 117 of the Housing Act of 
1949 ( 79 Stat. 478. 42 UH.C. 1468); 

(3) A grant for the demolition of un¬ 
safe structures under secUon 116 of the 
Housing Act of 1949 <79 Stat. 477. 42 
UJS.C. 1467): 

(4) A grant for Interim assistance to 
alums or blighted areas under section 118 
of the Housing and Urban Development 
Act of 1949 (82 Stat* 525. 42 UJS.C. 
1468a); 

(5) A loan, annual contribution, or 
capital grant made in connection with 
low-rent public housing projects under 
the UJ3. Housing Act of 1937 (50 Stat. 
888. 42 UJS.C. 1401 et seq.); 

(6) A grant to acquire land for open- 
space use or for a historic preservation 
or urban beautification project under 
title VH of the Housing Act of 1961 (75 
Stat. 183, 42 UB.C.1500); 

(7) A grant for a neighborhood facili¬ 
ties program under title VH of the Hous¬ 
ing and Urban Development Act of 1965 
(79 Stat. 489.42 US.C. 3101); 


(8) A public facility loan under title 

11 of the Housing Amendments of 1955 
(69 Stat. 643.42 UJS.C. 1491); 

(9) A water and sewer facilities grant 
under title VII of the Housing and Urban 
Development Act of 1965 <79 Stat. 489, 
42 U8.C. 3101); 

(10) A grant for advance acquisition 
of land under title VH of the Housing 
and Urban Development Act of 1965 (79 
Stat. 489,42U.S.C. 3101); 

(11) A grant for the purpose of carry¬ 
ing out a comprehensive city demonstra¬ 
tion program under title I of the Demon¬ 
stration Cities and Metropolitan Devel¬ 
opment Act of 1966 (80 Stat* 1255, 42 
UJB.C. 3301); 

(12) Loans or grants to assist edu¬ 
cational institutions in construction of 
housing and other educational facilities 
under title I of the Housing Act of 1950 
(64 Stat. 48, 77; 12 U.S.C. 1749) where 
such payments are made to a State 
agency; 

(13) Loans for housing for the elderly 
or handicapped under section 202 of the 
Housing Act of 1959 (73 Stat. 654, 667, 

12 U8.C. 1701q) where such loans are 
made to a State agency; 

(14) Where contributions arc made to 
a State agency and the performance by 
such State agency, or by a private body 
acting on behalf of such 8tate agency, 
of the undertakings necessary to enable 
It to receive such contributions will be 
the direct cause of displacement, the pay¬ 
ments or contributions specified below: 

(1) Assistance payments under section 
235 and interest reduction payments un¬ 
der section 236 of the National Housing 
Act <48 Stat. 1246. 12 UJS.C. 1715z and 
17152-1), 

fii) Below market Interest rates pro¬ 
vided under section 221(d) (3) of the Na¬ 
tional Housing Act (12 U.8.C. 1715-1), 

(111) Rent supplement payment* under 
secUon 101 of the Housing and Urban 
Development Act of 1965 (79 Stat. 451, 
12 US.C. 1701s), 

(Iv) Grants under secUon 713(a) and 
loans under section 714(a) of UUe VII 
of the Housing and Urban Development 
Act of 1970 (Public Law 91-609, 84 Stat 
1791) to assist in financing new commu¬ 
nity development programs. 

(h) HUD. The Secretary of Housing 
and Urban Development (or. prior to 
Nov. 9. 1965, the Housing and Home Fi¬ 
nance Administrator) or an officer or 
employee duly authorized to perform the 
functions of the Secretary or Adminis¬ 
trator. 

(I) Initiation of negotiations. The Ini¬ 
tial written offer made by the acquiring 
agency to the owner of real property to 
be acquired for a project of the amount 
established by such agency as Just oom- 
pensaUon for such property in accord¬ 
ance with | 42.135(a) (3). 

(J) Mortgage. Such classes of liens a* 
are commonly given to secure advances 
on. or the unpaid purchase price of. real 
property, under the laws of the State in 
which the real property is located, to¬ 
gether with the credit Instruments, u 
any. secured thereby. 
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<k) Person. Any Individual, family, 
partnership, corporation, or association. 
For purposes of an alternate payment 
under $ 42.80 and a replacement housing 
payment under 95 42.90 and 42.95, two 
or more individuals (not a family) living 
together in, and displaced from, a single 
dwelling, shall be regarded as one per¬ 
son. 

(1) Personal property (tangible per¬ 
sonal property ). (1) Tangible property 
which is situated on the real property va¬ 
cated or to be vacated by a displaced per¬ 
son and which is considered personal 
property and is noncompensable (other 
than for moving expenses) under the 
State law of eminent domain, and (2) in 
the case of a tenant, fixtures and equip¬ 
ment. and other property which may be 
characterized as real property under 
State or local law. but which the tenant 
may lawfully, and at his election deter¬ 
mines to, move and for which the tenant 
is not compensated in the real property 
acquisition. In the case of an owner of 
real property, the determination as to 
whether an item of property is personal 
or real shall depend upon how it is iden¬ 
tified in the acquisition appraisals and 
the closing or settlement statement with 
respect to the real property acquisitions: 
Provided , That no item of property which 
is compensable under State and local law 
to the owner of real property in the real 
property acquisition may be treated as 
tangible personal property in computing 
actual direct losses of tangible personal 
property under 9 42.70. 

im) Plan . (1)A duly approved formal 
plan, as exists from time to time, for any 
project as defined in this port and any 
action program implementing such plan, 
or (2) In the case of a project for which 
no formal plan Is required, the applica¬ 
tion by the State agency as approved by 
HUD and modified from time to time. 

<n) Project. Any undertaking which 
receives Federal financial assistance and 
to which the Act is applicable pursuant 
to | 42.25. _ 

<o) Project area. An area which HUD 
has approved for the carrying out of 
project activities. 

ip) Relocation payment. A payment 
specified under §5 42.65 through 42.95. 

<q> State. Any of the several States of 
the United States, the District of Colum¬ 
bia, the Commonwealth of Puerto Rico, 
any Territory or possession of the United 
States, the Trust Territory of the Pacific 
Islands, and any political subdivision 
thereof. 

(r) State agency. The National Cap¬ 
ital Housing Authority, the District of 
Columbia Redevelopment Land Agency, 
and any department, agency, or instru¬ 
mentality of a State or of a political sub¬ 
division of a State or any department, 
agency, or instrumentality of two or more 
States or of two or more political sub¬ 
divisions of a 8tate or States. Unless 
otherwise Indicated in the context of a 
specific provision of these regulations, 
the term “State agency" as used in these 
regulations shall mean the particular 
State agency to which Federal financial 
assistance is made available for a specific 
Project. 
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(s) Voluntary rehabilitation. Struc¬ 
tural or other substantial repairs to, or 
alterations to. or demolition of, any 
building or other improvement on land 
within a project area, undertaken by an 
owner in order to conform to the prop¬ 
erty rehabilitation standards or other 
applicable provisions set forth in the ap¬ 
plicable Plan. 

6 42.25 Applicability of regulation*. 

(a) Applicability of the regulations in 
this part. The regulations in this part are 
applicable to all acquisition or displace¬ 
ment occurring on or after January 2, 
1971 and prior to July I, 1972, to the ex¬ 
tent that a State agency has furnished 
HUD with satisfactory assurances under 
5 42.30 with respect to the federally as¬ 
sisted activity under which said acquisi¬ 
tion or displacement takes place. Where, 
as of January 2. 1971, a State agency 
was not legally empowered under State 
law to make such assurances, to the ex¬ 
tent that the State agency subsequently 
becomes so empowered and furnishes 
such assurances, the regulations in this 
part shall apply to displacement or ac¬ 
quisition occurring on or after the date 
the State agency becomes legally em¬ 
powered to make such assurances. 

(b) Applicability of previously pub¬ 
lished regulations. The regulations cov¬ 
ering Relocation Payments appearing at 
Part 41 of this subtitle shall apply to (1) 
displacement occurring on or after 
September 10. 1970, and prior to Janu¬ 
ary 2, 1971, and (2) displacement occur¬ 
ring on or after January 2. 1971, and 
prior to July 1, 1972. to the extent that 
the regulations issued hereunder do not, 
pursuant to paragraph (a) of this sec¬ 
tion, apply. 

<c) Continxtation of rights and liabil¬ 
ities. Nothing in paragraph (a) or (b) 
of this section shall be deemed to affect 
any rights or liabilities In existence as of 
January 2.1971. under any laws repealed 
by the Uniform Relocation Assistance 
and Real Property Acquisition Policies 
Act of 1970. 

§ 42.30 Anfttininre*. 

(a) Displacement. As a condition to 
any grant, contract, or agreement ap¬ 
proved by HUD on or after January 2, 
1971, under which Federal financial as¬ 
sistance will be available to pay all or 
part of the cast of any undertaking 
which will result In the displacement of 
any person on or after such date, a State 
agency shall to the extent it is authorized 
under State law. submit assurances 
(either separately or by contract) satis¬ 
factory to HUD that with respect to such 
displacement— 

(1) Relocation payments shall be pro¬ 
vided to displaced persons In accordance 
with 19 42.65 through 42.95; 

(2) Relocation assistance programs 
offering the services described in Subpart 
C shall be provided to such displaced 
persons; 

<3> Within a reasonable period of time 
prior to displacement, decent, safe and 
sanitary replacement dwellings will be 
available to displaced persons in accord¬ 
ance with | 42.120; 
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(4) Affected persons will be adequately 
Informed of the benefits, policies and 
procedures provided in these regulations: 
and 

(5) The relocation process will be car¬ 
ried out In such a manner as to provide 
displaced persons with uniform and con¬ 
sistent services, and replacement housing 
under 9 42.120 will be available and the 
same range of choices with respect to 
such housing will be offered to all dis¬ 
placed persons regardless of race, color, 
religion or national origin pursuant to 
title VT of the Civil Rights Act of 1964 
(42 UB.C. 2000d). title VTH of the Civil 
Rights Act of 1968 (42 U.S.C. 3501 
et seq.). and Executive Order 11063 (27 
F.R. 11527). 

An assurance with respect to displace¬ 
ment filed on or before the 30th day fol¬ 
lowing issuance of the regulations in this 
part shall be deemed satisfactory not¬ 
withstanding Its failure to include sub- 
paragraphs (4) and (5) of this para¬ 
graph. 

<b> Acqtxisffion. As a condition to any 
grant, contract, or agreement approved 
by HUD on or after January 2, 1971, 
under which Federal financial assistance 
will be available to pay all or a part of 
the cost of any undertaking which will 
result In the acquisition of real property 
on or after such date the State agency 
shall, to the extent it is authorized under 
State law. submit assurances (either sep¬ 
arately or by contract) satisfactory to 
HUD that with respect to such acquisi¬ 
tion: 

(D It will, to the greatest extent prac¬ 
ticable under State law. be guided by the 
land acquisition policies and provisions 
in 9 42.135; 

(2) Property owners will be paid or 
reimbursed for necessary expenses speci¬ 
fied in 95 42.140 and 42.145; and 

(3) Affected persons will be adequately 
informed of the beneJUs, policies and 
procedures provided in the regulations 
In this part. 

An assurance with respect to acquisition 
filed on or before the 30th day following 
issuance of the regulations in this part 
shall be deemed satisfactory notwith¬ 
standing its failure to include subpara¬ 
graph (3) of tills paragraph. 

8 *42.35 Federal «hare of eo*t* of relora- 
tion payment* and o»*i«taiice. 

Payments made and assistance pro¬ 
vided in accordance with Subparts B and 
C of this part and 99 42.140 and 42.145, 
and pursuant to a grant, loan, contract, 
or agreement for Federal financial as¬ 
sistance for a project, shall be included as 
a part of the cost of such project and 
shared In the same manner and to the 
same extent as other program or project 
costs: Provided , That, where such Fed¬ 
eral financial assistance is by loan, HUD 
shall loan the full amount of the first 
$25,000 of the cost to the State agency ter 
providing such payments and assistance 
to an eligible displaced person or a per¬ 
son from whom property is acquired, and 
where such Federal financial assistance 
is by grant or contribution HUD shall pay 
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tli€ first $25,000 of such costs with re¬ 
spect to an eligible displaced person or a 
person from whom property is acquired 
on account of displacement or acquisition 
occurring prior to July 1, 1972. 

§ 42.10 Payment* in condemnation pro* 
reeding* and negotiated purchase*. 

No payment shall be made under the 
regulations In this part which would 
duplicate a payment received by a dis¬ 
placed person or owner under the State 
law of eminent domain, and which is in¬ 
cluded in an award in eminent domain 
or in tlie purchase price for any property 
acquired by negotiation, if s uch p ayment 
so received Is determined by HUD to have 
the same purpose or effect as a payment 
under this part. 

Subport B— Relocation Payments 
§ 42.15 Purpose. 

The purpose of this subpart is to set 
forth the types of. and specific eligibility 
criteria for. relocation payments to dis¬ 
placed persons. 

fi 42.50 Relocation payment* by State 
agency. 

The State agency shall make reloca¬ 
tion payments to or on behalf of eligible 
displaced persons in accordance with and 
to the full extent permitted by SI 42.65 
through 42.95. 

§ 42.55 Ba»ic eligibility condition*. 

(a) General. A person qualifies as a 
displaced person for purposes of estab¬ 
lishing basic eligibility lor a relocation 
payment if: 

(1) Such person moves from real prop¬ 
erty within the project area or moves his 
personal property from such real prop¬ 
erty (i) on or after the date of the per¬ 
tinent contract for Federal financial as¬ 
sistance for a project, or in the case of 
the low rent public housing program, 
the d ate of tentative site approval by 
HUD, if it is later, or (ii> on or after the 
date of HUD approval of a budget for 
project execution activities resulting in 
displacement, provided that the contract 
for Federal financial assistance for the 
contemplated project Is thereafter exe¬ 
cuted, and (ill) for purposes of the model 
cities program, on or after the dates 
specified in subdivision (!) of this sub¬ 
paragraph or. if the displacement occurs 
prior to tlic approval of the contract for 
Federal financial assis tanc e, on or of ter 
the date approved by HUD for a specific 
undertaking upon the request of the 
State agency, provided that a contract 
for Federal financial assistance is there¬ 
after executed and provided further that 
the comprehensive city demonstration 
program thereafter approved identifies 
the undertaking as one being carried out 
in connection with such program, and 

(2) Such person is displaced as a re¬ 
sult of (1) the acquisition of such real 
property, in whole or in part, for a proj¬ 
ect as further provided in paragraph (b) 
of this section, or (li> code enforcement, 
voluntary rehabilitation, improvement of 
private property, or demolition, as pro¬ 


RULES AND REGULATIONS 

vided in paragraphs <c), <d>>. and (e) 
of tills section; or 

<3) 8uch person who moves from real 
property, or moves his personal prop¬ 
erty from real property on or after ti*e 
applicable date specified in subparagraph 

(1) of this paragraph as a result of dis¬ 
placement < as specified In subparagraph 

(2) of tills paragraph) from other 
real property on which such person con¬ 
ducts a business or farm operation: Pro- 
vided. That such person shall be deemed 
a displaced person solely for the purpose 
of qualifying for the following payments: 
(I) Actual reasonable moving expenses 
under I 42.65. ill) actual direct losses of 
persona] property under 142.70, (ill) 
actual reasonable expenses in searching 
for a replacement business or farm under 
| 42.75. <iv> an alternate payment for 
individuals and families under 9 42.80, 
and (v) relocation advisory assistance 
under Subpart C of this part. 

(b) Displacement by acquisition. Dis¬ 
placement as a result of the acquisition 
of real property includes displacement 
which is a result of: 

(1) The obtaining by the acquiring 
agency of title to or the right to posses¬ 
sion of such real property for a project; 

(2) The written order of the acquiring 
agency to vacate such property for a 
project; or 

(3) The receipt of a written notice 
from the acquiring agency of its intent 
to acquire the real property for such 
project, provided that such acquisition 
thereafter takes place. 

Displacement as a result of acquisition 
of real property in the urban renewal, 
neighborhood development, and model 
cities programs shall include displace¬ 
ment which is a result of the acquisition 
of real property by a State agency other 
than the State agency receiving Federal 
financial assistance as defined in 
9 42.20(g), to the extent that the Uni¬ 
form Relocation Assistance and Real 
Property Acquisition Policies Act of 1970 
is not applicable to such other State 
agency in connection with such displace¬ 
ment, and If the acquisition is under¬ 
taken in accordance with the plan for 
the project, or. In the case of the model 
cities program, if the comprehensive city 
demonstration program identifies the ac¬ 
quisition as being carried out in connec¬ 
tion with such program. 

(c) Displacement by code enforce- 
merit and voluntary rehabilitation —(1) 
Urban rcnetcal, neighborhood develop¬ 
ment. and code enforcement programs. 
A person shall be deemed displaced by 
code enforcement or voluntary rehabili¬ 
tation under the urban renewal, neigh¬ 
borhood development, and code enforce¬ 
ment programs if the vacation of the 
real property is the result of code en¬ 
forcement, as further specified in sub¬ 
paragraph (3) of this paragraph, or of 
voluntary rehabilitation, as further spe¬ 
cified in subparagraph (4) of this para¬ 
graph. with respect to the property oc¬ 
cupied and if such activities are under¬ 
taken in accordance with the plan. 


(2> Model cities program. A pewen 
shaU be deemed displaced by code en¬ 
forcement or voluntary rehabilitati : 
under the model cities program if the 
vacation of the real property is the re¬ 
sult of codo enforcement, as specified in 
subparagraph (3) of this paragraph, or 
of voluntary rehabilitation activities, as 
further specified in subparagraph (4> of 
this paragraph, with respect to the prop¬ 
erty occupied and if such actlvlUe* are 
undertaken in accordance with the com¬ 
prehensive city demonstration program 
which identifies the undertaking as beuir: 
carried out In connection with such 
program. 

(3) Code enforcement — (i) Tenants . A 
tenant shall be deemed to be displaced as 
a result of code enforcement if the va¬ 
cating of real property occurs bn or after 

(a) The receipt of a notice to vacate 
from the owner on the ground that code 
enforcement activities will be under¬ 
taken; or 

(b) The commencement of code en¬ 
forcement activities: Provided. That the 
State agency sh all h ave concluded, in ac¬ 
cordance with HUD policies and require¬ 
ments. cither: 

U) That the owner has increased the 
rent or has notified the tenant of an in¬ 
crease in rent amounting to not less than 
25 percent in the case of a business con¬ 
cern and not less than 10 percent in the 
case of an individual or family: Pro¬ 
vided. That in the case of an individual 
or family the increase shall also result In 
a rent exceeding the standards estab¬ 
lished by the 8tate agency for the per¬ 
sons’ ability to pay, or 

(2) That the code enforcement could 
not reasonably be undertaken without 
the vacation of the real property by the 
tenant; or 

(c) A notice from the owner or the 
State agency that code enforcement ac¬ 
tivities will be required: Provided. That 
the State agency shall have concluded, in 
accordance with HUD policies and re¬ 
quirements. that such tenant has moved 
in reasonable anticipation of such code 
enforcement activities and has made 
either of the findings required under (5) 
(f) or (2) of this subdivision U>. 

(il) Owners. An owner of real prop¬ 
erty shall be deemed displaced as a result 
of code enforcement if the vacatim: of 
the real property occurs on or after the 
receipt of notice from the State agency 
that code enforcement will be required 
and the State agen cy concludes, in ac¬ 
cordance with HUD policies and require¬ 
ments, that (a) the code enforcement has 
been accomplished, and <b) the code en¬ 
forcement could not reasonably have 
been undertaken without the vacation of 
the real property by the owner. 

(4) Voluntary rehabilitation — (l) Ten¬ 
ants. A tenant shall be deemed to be dis¬ 
placed as a result of voluntary rehabili¬ 
tation if the vacating of real property 
occurs on or after: 

(a) The receipt of a notice to vacate 
from the owner on the ground tiiat 
voluntary rehabilitation will be under¬ 
taken; or 
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(b) The commencement of voluntary 
rehabilitation: Provided . That the State 
agency shall have concluded in accord¬ 
ance with HUD policies and requirements 

either: 

(1) That the owner has increased the 
rent or has notified the tenant of an in¬ 
crease in rent amounting to not leas than 
25 percent in the case of a business con¬ 
cern and not leas than 10 percent in the 
case of an individual or family: Pro¬ 
videdl That in the case of an individual 
or family the increase shall also result 
in a rent exceeding the standards estab¬ 
lished by the State agency for the per¬ 
son’s ability to pay. or 

(2) That the voluntary rehabilitation 
could not have reasonably been under¬ 
taken without the vacation of the real 
property by the tenant; or 

(c) The receipt of a notice from the 
owner or the State agency that voluntary 
rehabilitation will be required: Provided, 
That the State agency sh all ha ve con¬ 
cluded, in accordance with HUD policies 
and requirements, that such tenant has 
moved in reasonable anticipation of such 
voluntary rehabilitation and has made 
either of the findings required under 
(b) (1 ) or (2) of this subdivision (i). 

(11) Owners. An owner of real property 
shall be deemed displaced as a result of 
voluntary rehabilitation if the vacating 
of the real property occurs on or after the 
commencement of voluntary rehabilita¬ 
tion and the Stat e age ncy concludes, in 
accordance with HUD policies and re¬ 
quirements, that (a) the voluntary reha¬ 
bilitation has been accomplished, and 
(b) the voluntary rehabilitation could 
not reasonably have been undertaken 
without the vacation of the real property 
by the owner. 

(d) Displacement by improvement of 
private properties in the interim assist¬ 
ance program. A person shall be deemed 
displaced by the improvement of private 
property under the Interim assistance 
program if the vacating of the real prop¬ 
erty is the result of: 

(1) Improvement with respect to the 
property occupied and undertaken in 
accordance with the plan; and 

(3) Where the displaced person is a 
tenant, the vacating of real property 
occurs on or after: 

(1) The receipt of a notice to vacate 
from the owner on the ground that such 
improvement will be undertaken, or 

UD The commencement of such im¬ 
provement: Provided. That the State 
agency shall have concluded, in accord¬ 
ance with HUD policies and require¬ 
ments. either (a) that the owner has in¬ 
creased the rent or has notified the ten¬ 
ant of an increase In rent amounting to 
not less than 25 percent in the case of a 
business concern and not less than 10 
percent in the case of an individual or 
family: Provided, That in the case of an 
individual or family the Increase shall 
also result in a rent exceeding the stand¬ 
ards established by the State agency for 
the person's ability to pay. or (b) that 
such improvement could not have reason¬ 
ably been undertaken without the vaca¬ 
tion of the real property by the tenant, or 


(ill) A notice from the owner or the 
State agency that the improvement will 
bo required: Provided, That the State 
agency shall have concluded, in accord¬ 
ance with HUD policies and require¬ 
ments. that such tenant has moved in 
reasonable anticipation of such improve¬ 
ment and has made either of the findings 
required under (a) or (b) of subdivision 
(il) of this subparagraph (2). or 

(3) Where the displaced person is an 
owner, if the vacating of the real property 
occurs on or after the commencement of 
such improvement and the Sta te ag ency 
concludes, in accordance with HUD poli¬ 
cies and requirements, that <i) the im¬ 
provement has been accomplished, and 
<ii) the improvement could not reason¬ 
ably have been undertaken without the 
vacation of the real property by the 
owner. 

(e) Displacement by demolition. A 
person shall be deemed displaced as a 
result of demolition if the vacating of 
real property is the result of demolition 
undertaken in accordance with the plan 
for a project, and occurs on or after the 
date on which the State agency has 
ordered the real property to be vacated 
and demolished under State and local 
law on the ground that It is structurally 
unsound or unfit for human habitation. 

g 42.60 Filing of claims. 

(a) General. All claims shall be sub¬ 
mitted t o the State agency on the appro¬ 
priate HUD form, supported by such 
documentation as may be required by 
the specific provisions of the regulations 
in this port applicable to the payment 
claimed, and by such other documenta¬ 
tion as may be required by the State 
agency. 

(b) Time for filing claims. Any claim 
for a payment (other than a claim for 
a replacement housing payment for 
homeowners under ) 42.90) shall be sub¬ 
mitted to the State agency within a pe¬ 
riod of 0 months after displacement of 
the claimant, the publication of the reg¬ 
ulations in this part, or the filing of 
assurances under (42 30. whichever Is 
later. Any claim for a replacement hous¬ 
ing payment for homeowners under 
§ 42.90 shall be submitted to the State 
agency within a period of 18 months 
after the displacement of the claimant, 
or 6 months after the publication of the 
regulations in this part or the filing of 
assurances under §42.30, whichever is 
later. 

§ 42.63 Actual reasonable mat trig ex- 
poises* 

(a) General . A State agency shall 
make a payment to a displaced person 
who satisfies the pertinent eligibility re¬ 
quirements of § 42.55 and the require¬ 
ments of paragraph (b) of this section, 
for actual reasonable expenses specified 
below and determined in accordance 
with paragraph (c) of this section for 
moving himself, his family, business, 
farm operation or other personal prop¬ 
erty: 

(1) Transportation not to exceed a 
distance of 50 miles from the site from 
which displaced, except where the State 


agency determines in accordance with 
HUD policies and requirements that re¬ 
location beyond such distance of 50 miles 
Is Justified; 

(2) Packing and crating personal 
property; 

(3) Obtaining (Including advertising 
for) bids or estimates for such trans¬ 
portation. packing, and crating; 

(4) Such storage of personal property, 
for a period generally not to exceed 6 
months, as the State agency determines 
to be necessary in connection with 
relocation; 

(5) Insurance of personal property 
while in storage or transit; 

(6) Disconnecting, dismantling, re¬ 
moving, reassembling, reconnecting and 
reinstalling machinery, equipment or 
other personal property (including goods 
and inventory kept for sale) not acquired 
by the State agency: Provided, That the 
cost of any addition. Improvement, al¬ 
teration. or other physical change in or 
to any structure In connection with ef¬ 
fecting such reassembly, reconnection or 
relnstallatlon shall not be included as a 
moving expense unless the State agency 
determines, with prior HUD concurrence, 
that such addition. Improvement, altera¬ 
tion. or other physical change is required 
by law or ordinance or is necessary to the 
relnstallatlon of such personal property; 

(7) The reasonable replacement value 
of property lost, stolen or damaged (not 
through the fault or negligence of the 
displaced person, his agent or employee) 
in the process of moving, where such loss, 
theft, or damage is not covered by in¬ 
surance; and 

(8) Where an Item of personal prop¬ 
erty which is used In connection with any 
business or farm operation is not moved 
but is replaced with a comparable item, 
reimbursement in an amount not to ex¬ 
ceed the replacement cost, minus any 
proceeds received from the sale, or the 
estimated cost of moving, whichever is 
less. 

(b) Requirements—Moving a business 
or farm operation. Except as provided in 
this paragraph, no payment for actual 
reasonable moving expenses shall be 
made to a displaced person for moving 
his business or farm operation unless; 

(1) The State agency lias received, at 
least 30 days (or such earlier date as the 
State agency may determine necessary, 
but not earlier than 90 days) prior to the 
moving date, written notice from such 
displaced person of his intention to move 
or dispose of personal property used in 
connection with such business or farm 
operation (which property sliall be de¬ 
scribed generally in the notice). and the 
date of such intended move or disposi¬ 
tion; and 

<2) The displaced person has permit¬ 
ted. at all reasonable times, the inspec¬ 
tion by or on behalf of the State agency 
of such property at the site from which 
the business or farm operation is dis¬ 
placed. For the purpose of tills sub¬ 
section. "moving date'' shall mean the 
date on which the first item of such 
property is intended to be moved or dis¬ 
posed of. The State agency may make 
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a relocation payment notwithstanding 
nonreceipt of such timely notice only 
ii the agency has determined that there 
was reasonable cause for the failure of 
the displaced person to give such notice, 
and the agency has adequately verified 
the facts pertaining to the move or dis¬ 
position and the requested relocation 
payment. 

(c) Limitations —(1) Self moves. 
Where the displaced person accomplishes 
the move himself, the amount of pay¬ 
ment shall not exceed the estimated 
cost of accomplishing the move com¬ 
mercially, except for such satisfactorily 
documented claims In a greater amount 
as are determined by the State agency. 
In accordance with HUD policies and 
requirements, to be justified. 

(2) Temporary moves—individuals or 
families. For the purposes of this section, 
the cost to a State agency in connection 
with moving a displaced person Into 
temporary housing shall, notwithstand¬ 
ing any other provisions of S 42.35 with 
respect to the Federal share of costs of 
relocation payments and assistance, be 
included as a project cost in the same 
manner and to the same extent as other 
program or project cost: Provided , That 
if the displaced person elects, in accord¬ 
ance with 142.120(c)(4). to receive an 
alternate payment under J 42.80 at the 
time of the move into temporary hous¬ 
ing, the Federal share of the cost of 
such payment to the State agency shall 
be paid in accordance with $ 42.35 and 
the cost to the State agency in connec¬ 
tion with the move of such person into 
permanent replacement housing shall be 
included as a project cost In the same 
manner and to the same extent as other 
program or project costs, notwithstand¬ 
ing any other provision of l 42.35. 

(3) Payment not to exceed low bid — 
Business or farm operations. Payment to 
a displaced person for moving expenses 
shall not exceed the amount of the low 
bid submitted in accordance with para¬ 
graph (d) (2) of this section unless sub¬ 
mission of bids is not, under paragraph 
(d) (2), required. 

(4) Personal property of low value and 
high bulk—Businesses or farm opera - 
tions. Where, in the judgment of the 
State agency, the cost of moving any 
item of personal property of low value 
and high bulk which is used in connection 
with any business or farm operation 
would be disproportionate in relation to 
its value, the allowable reimbursement 
for the expense of moving such property 
shall not exceed the difference between 
the cost of replacing the same with a 
comparable Item available on the market 
and the amount which would have been 
received for such property on liquidation. 
This subparagraph shall apply to such 
situations as the moving of Junkyards, 
stockpiles, sand, gravel, minerals, and 
metals. 

(d> Documentation in support of a 
claim —(1) All claimants . A claim for a 
payment under paragraph (a) of this 
section shall be supported by a bill or 
other evidence of expenses Incurred. By 
prearrangement between the State 
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agency, the site occupant, and the mover, 
evidenced in writing, the claimant or the 
mover may present an unpaid moving 
bill to the State agency, and the agency 
may pay the mover directly. 

(2) Businesses and farm operations. 
Each claim in excess of $500 for the costs 
incurred by a displaced person for mov¬ 
ing his business or farm operation shall 
be supported by a bid (unless otherwise 
provided in this section), submitted to 
the 8tate agency at least 15 days prior 
to the commencement of the move, from 
three reputable firms covering the mov¬ 
ing costs involved. Whenever it Is not 
feasible to obtain three bids for any 
category of work, a lesser number of bids 
shall be submitted, together with a writ¬ 
ten justification by the displaced person; 
and no relocation payment shall be 
allowed in such cases unless the State 
agency has approved the justification. 
Where such bid requirement cannot be 
complied with under State law. or where 
estimates in an amount of less than $500 
were obtained in good faith by the dis¬ 
placed person, such claim shall be sup¬ 
ported by estimates in lieu of bids. 

§ 42.70 Actual direct lo**nt of fungible 
pcntomtl property. 

(a) General . A State agency shall 
make a payment to a displaced person 
who satisfies the pertinent eligibility re¬ 
quirements of S 42.65 and the require¬ 
ments of paragraph (b) of this section, 
for actual direct losses of tangible per¬ 
sonal property as a result of moving or 
discontinuing a business or farm opera¬ 
tion. in an amount determined by the 
State agency in accordance with para¬ 
graphs (c) and (d) of this section. 

(b) Requirements for payment. No 
payment shall be made to a displaced 
person for actual direct loss of property 
unless such displaced person (1) com¬ 
plies with the requirements of § 42.65(b) 
with respect to actual reasonable moving 
expenses except as provided in said sec¬ 
tion. and (2) makes a bona fide effort to 
sell the personal property for which such 
actual direct loss is claimed. 

(c) Determining actual direct loss of 
property. <1> Subject to the limitations 
of paragraph (d> of this section, the 
amount of actual direct loss of any item 
of property claimed shall be determined 
as follow's: 

(i) Except as provided in subpara¬ 
graph (2) of this paragraph (c). the fair 
market value of the property for con¬ 
tinued use at its location prior to the 
displacement shall be ascertained by an 
appraisal either secured by the claimant 
and concurred In by the State agency, or 
secured by the 6tate agency and 
concurred in by the claimant. 

(ii) If the value of the property for 
which actual direct loss is claimed does 
not warrant the expenses of an appraisal, 
then its fair market value for such con¬ 
tinued use shall be computed as follows: 
The original cost of the item to the 
claimant (exclusive of installation) mul¬ 
tiplied by the figure obtained by dividing 
the period of the remaining useful life 
of the property at the date of removal by 


the period of the normal useful life of 
the property at the date of its acquisition 
by the claimant. 

(Ill) The property shall be disposed 
of by a bona fide sale (as determined by 
the State agency) at the highest price 
offered after reasonable efforts have been 
made over a reasonable period of time 
to interest prospective purchasers, a 
trade-in of the property may be con¬ 
sidered a bona fide sale, and the trade-in 
allowance, exclusive of any amount of 
discount that would be allowed on the 
price of the property being acquired in 
the absence of the trade-in, shall be the 
amount realized upon the sale of the 
property. 

(iv) If the amount realized from the 
sale, after deducting ordinary and rea¬ 
sonable expenses of the sale, is less than 
the fair market value for such continued 
use, the difference between the net 
amount realized and the fair market 
value is the amount of actual direct loss 
of the property. 

(2) If a bona fide sale Is not effected 
because no offer is received for the prop¬ 
erty. after reasonable efforts have been 
mode over a reasonable period of time 
to sell it, then its fair market value for 
continued use. ascertained as provided in 
this section, is the amount of actual di¬ 
rect loss of the property. 

(d) Limitations. (1) The amount of 
payment for actual direct loss of any 
item of property shall not exceed the 
amount determined in accordance with 
paragraph <c) of this section or the esti¬ 
mated amount that would have been 
required to relocate such property, 
whichever is less. 

(2) No payment shall be made under 
this section for any item of personal 
property sold or traded in and replaced 
with a substitute item. However, nothing 
in the preceding sentence shall preclude 
a payment for moving expenses, in ac¬ 
cordance with S 42.65(a) (8), with respect 
to the replacement of such item. 

(3) The cost of an initial appraisal to 
determine actual direct loss of property 
shall, notwithstanding any other provi¬ 
sion of $ 42.35 with respect to Federal 
share of costs, be included as a project 
cost in the same manner and to the same 
extent as other program or project costs. 
No payment shall be made under these 
regulations for the cost of any appraisal 
made subsequent to such initial appraLs.il. 

<e) Documentation in support of a 
claim. A claim for payment under para¬ 
graph (a) of this section shall be sup¬ 
ported by written evidence of loss of 
tangible property which may include ap¬ 
praisals, certified prices, copies of bills 
of sale, receipts, canceled checks, copies 
of advertisements, offers to sell, auction 
records, and such other records as may 
be appropriate to support the claim. 

§42.75 Actual reasonable exp«n*r* in 
•earching for a replacement liuM«e«§ 
or farm. 

A displaced person who satisfies the 
pertinent eligibility requirements of 
§ 42.65 with respect to actual reasonable 
moving expenses, is eligible for actual 
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reasonable expenses. In an nmount not 
to exceed $500 unless the State agency 
determines that a greater amount Is Jus¬ 
tified, in searching for a replacement 
business or farm, including expenses in¬ 
curred for: (a) Transportation: (b) 
meals and lodging away from home: <c) 
time spent in searching, based on the 
hourly wage rate of the salary or earn¬ 
ings of the displaced person or his repre¬ 
sentative, but not to exceed $10 per hour; 
and (d) fees paid to a real estate agent 
or broker to locate a replacement busi¬ 
ness or farm. 

§ 12.80 Alternate payment*— individual* 
and fnntilir*. 

(a) General. A person or family, who 
Is displaced from a dwelling who is eli¬ 
gible for a payment for actual reason¬ 
able moving expenses under l 42.65, may 
elect to receive and shall be paid, in lieu 
of such payment: (1)A moving expense 
allowance not to exceed $300 and deter¬ 
mined in accordance with approved Fed¬ 
eral Highway Administration schedules 
established by the State in which the dis¬ 
placement occurred, and (2) a disloca¬ 
tion allowance of $200. 

(b) Limitations—Joint occupants of 
single-family dwellings. If individuals 
(not a family) who are Joint occupants 
of a single-family dwelling submit more 
than one claim, an eligible claimant for 
a payment under paragraph (a) of this 
section may be paid only his reasonable 
prorated share (as determined by the 
State agency) of the total payment ap¬ 
plicable to a single Individual, and the 
total of alternate payments made to all 
such claimants moving from such dwell¬ 
ing shall not exceed the total fixed pay¬ 
ment applicable to a single individual. 

g 12,85 Alternate payment*—bu*ine**ca 
and farm operation*. 

(a) General. A displaced person who is 
displaced from his place of business or 
farm operation and is eligible for pay¬ 
ments under S 42.65, I 42.70, or g 42 75 
and complies with the requirements set 
out In paragraph (b) of this section may 
elect to receive and shall be paid, in lieu 
of such payments, a payment equal to 
the average annual net earnings of the 
business or farm operation as determined 
In accordance with paragraph (d) of this 
section, except that such payment shall 
be not less than $2,500 nor more than 
$10,000. For purposes of this section, 
the dollar limitation specified in the pre¬ 
ceding sentence shall apply to a single 
business, regardless of whether it Is car¬ 
ried on under one or more legal entities. 

(b> Requirements — businesses. In the 
case of a business, no payment shall be 
made under this section unless the 8tatc 
agency determines that (1) the business 
cannot be relocated without a substantial 
k»s of its existing patronage, based on 
a consideration of all pertinent circum- 
Jtoncea including such factors as the 
type of business conducted, the nature 
of the clientele, and the relative lmpor- 
t*nce to the displaced business of its 
present and proposed location; (2) the 
business is not part of a commercial 
enterprise having another establishment 


RULES ANO REGULATIONS 

which is not being acquired for a project 
and which is engaged In the same or sim¬ 
ilar business; and (3) the business con¬ 
tributes materially to the income of the 
displaced owner. 

(C) Determination of number of bust- 
nesses ." in determining whetlier one or 
more legal entities constitute a single 
business, the following factors, among 
others, shall be considered: 

(1) The extent to which the same 
premises and equipment are shared: 

(2) The extent to which substantially 
identical or Intimately interrelated busi¬ 
ness functions are pursued and business 
and financial affairs are commingled: 

(3) The extent to which such entities 
are held out to the public, and to those 
customarily dealing with such entitles, 
as one business: and 

(4) The extent to which the same per¬ 
son or closely related persons own, con¬ 
trol or manage the affairs of the en¬ 
tities. 

<d) Determination of "average annual 
net earnings ” ‘'Average annual net earn¬ 
ings'' for the purpose of this section 
shall be computed on the basis of the 
net earnings of the business or farm op¬ 
eration. before Federal, State, and local 
income taxes, during the 2 taxable yean 
immediately preceding displacement (or 
if the business or farm was not in opera¬ 
tion that tong, such other period as may 
be approved by the State agency), and 
Includes salaries, wages, or other com¬ 
pensation paid by the business or farm 
operation to the owner, his spouse or his 
dependents. If the State agency deter¬ 
mines that such 2-year period Is not 
equitable for establishing earnings, the 
period used for determining average an¬ 
nual net earnings shall be a substitute 
period determined by the State agency 
to be representative. 

(e) Determination of ownership . The 
term "owner" as used in this section in¬ 
cludes the sole proprietor in a sole pro¬ 
prietorship. the principal partners In a 
partnership, and the principal stock¬ 
holders of a corporation, as determined 
by the State agency. For purposes of 
determining a principal stockholder, 
stock held by a husband, his wife and 
their dependent children shall be treated 
as one unit. 

(f) Documentation in support of a 
claim. A claim for payment under para¬ 
graph (a) of this section shall be sup¬ 
ported by such reasonable evidence of 
earnings as may be approved by HUD. 
If no other evidence is available, such 
claim shall be supported by copies of 
Federal income tax returns. 

§ 42.90 Replaceme nt housing payment* 
for liomcwmncr*. 

(a) General . A 8tate agency shall 
make to a displaced person who is dis¬ 
placed from a dwelling and who satisfies 
the pertinent eligibility requirements of 
§ 42.55 and the conditions of paragraph 
(b) of this section, a payment not to ex¬ 
ceed a combined total of $15,000 for: 

(1) The amount, if any, which when 
added to the acquisition cost of the 
dwelling acquired for the project equals 
the reasonable cost (as determined in 
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accordance with paragraph (c)(1) of 
this section) of a comparable replace¬ 
ment dwelling: Provided. That such 
amount shall not exceed the difference 
between the acquisition price of the ac¬ 
quired dwelling and the actual purchase 
price of the replacement dwelling. 

(2) The amount, if any to compen¬ 
sate the displaced person for any in¬ 
creased Interest costs, as determined in 
accordance with paragraph (c)(2) of 
this section, which such displaced per¬ 
son is required to pay for financing the 
acquisition of a replacement dwelling: 
Provided. That no such payment shall 
be made unless the dwelling acquired by 
the State agency was encumbered by a 
bona fide mortgage which was a valid 
lien on such dwelling for not less than 
180 days prior to the initiation of nego¬ 
tiations for acquisition of such dwelling. 

(3) Reasonable expenses, determined 
in accordance with paragraph (c)<3) of 
this section, incurred by the displaced 
person incident to the purchase of the 
replacement dwelling, but not includ¬ 
ing prepaid expenses. 

(b) Eligibility conditions. (1) A dis¬ 
placed person is eligible for the pay¬ 
ments specified in paragraph (a) of this 
section if such displaced person: (1) Is 
displaced from a dwelling acquired for a 
project, or demolished (in accordance 
with local code) in connection with a 
project; (11) has actually owned and 
occupied such dwelling for not less than 
180 days prior to the initiation of nego¬ 
tiations for its acquisition; till) pur¬ 
chases and occupies a replacement dwell¬ 
ing which is decent, safe, and sanitary 
within 1 year subsequent to the date on 
which he received final payment from 
the State agency of all costs of the ac¬ 
quired dwelling or the date on which he 
moves from the acquired dwelling, which¬ 
ever is later. 

(2) For the purpose of this paragraph 
(b), a person has "owned" a dwelling if 
he (1) held fee title, a life estate, a 99- 
year lease, or a lease with not less than 
50 years to run from date of acquisition 
of tiie property for the project, <ii> held 
an interest in a cooperative housing 
project which Includes the rights of oc¬ 
cupancy of a dwelling unit therein, (ill) 
is the contract purchaser of any of the 
foregoing estates or interests, or <lv> has 
a leasehold interest with on option to 
purchase. 

(3) In the case of demolition in con¬ 
nection with a project the term "Initia¬ 
tion of negotiations" shall mean, for the 
purposes of this paragraph (b), the date 
such person vacates the dwelling. 

(4) The term "Purchases", for the 
purpose of this paragraph (b). Includes 
the acquisition, construction or rehabili¬ 
tation of a dwelling, the purchase and 
rehabilitation of a substandard dwelling, 
the relocation or relocation and rehabili¬ 
tation of an existing dwelling, or the en¬ 
tering into a contract to purchase, or for 
the construction of, a dwelling to be con¬ 
structed on a site to be provided by a 
builder or developer or on a site which 
the displaced person owns or acquires for 
such purpose. Where completion of con¬ 
struction, rehabilitation, or relocation of 
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a replacement dwelling is delayed, for 
reasons beyond control of the displaced 
person, beyond the date by which oc¬ 
cupancy is required under this paragraph 
(b). the State agency may determine the 
date of occupancy to be the date the dis¬ 
placed person enters into a contract for 
such construction, rehabilitation, or re¬ 
location or for the purchase, upon com¬ 
pletion. of a dwelling to be constructed 
or rehabilitated if, in fact, the displaced 
person occupies the replacement dwelling 
when the construction or rehabilitation 
is completed. 

(5) Where, for reasons of hardship 
and beyond the control of the displaced 
person, such person is unable to occupy 
the replacement dwelling by the date by 
which occupancy is required under this 
paragraph (b>, the State agency may 
determine the date of occupancy to be 
the date on which the displaced person 
became entitled to possession of such 
dwelling: Provided , That the displaced 
person occupies the replacement dwelling 
within such reasonable perio d of time as 
shall be determined by HUD. 

(c) Computation of replacement hous¬ 
ing payment —<1) Cost of comparable 
replacement dwelling. The cost of a com¬ 
parable replacement dwelling for pur¬ 
poses of paragraph (a)(1) of this sec¬ 
tion, shall be determined by one of the 
following methods: 

(1) Schedule method. In accordance 
with a schedule as specified in f 42.160, 
which establishes the reasonable acquisi¬ 
tion cost for comparable replacement 
dwellings; 

(it) Comparative method. On a case- 
by-case basis by determining the sales 
price (together with any adjustments 
necessary to reflect the market sale ex¬ 
perience) of one or more dwellings which 
have been selected, by the State agency 
or by the displaced person with the ap¬ 
proval of the State agency, and which 
arc most representative of the acquired 
dwelling unit and meet the definition of 
“comparable replacement housing" set 
out in 142.20(b): Provided, That this 
method shall be used solely at the option 
of the displaced person; or 

(ill) Alternative to schedule or com¬ 
parative method. Where the 8tatc agency 
determines that neither the schedule or 
the comparative method is feasible in a 
given situation, by the use of such other 
method as may be approved by HUD. 

(2) Interest payments. Interest pay¬ 
ments shall be equal to the difference 
between (i) the aggregate interest and 
other debt service costs of the amount 
of the principal of the mortgage on the 
replacement dwelling, limited to the un¬ 
paid balance of the mortgage on the ac¬ 
quired dwelling over its remaining term 
at the time of acquisition, and reduced to 
discounted present value, and (11) the 
aggregate Interest and other debt service 
costs paid on the mortgage on the ac¬ 
quired dwelling. In making such compu¬ 
tation, the aggregate interest and other 
debt sendee costs with respect to the 
replacement dwelling shall not exceed 
the prevailing interest rate currently 
charged by the mortgage lending Insti¬ 
tutions in the general area in which the 
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replacement dwelling Is located. The dis¬ 
count rate for computing the present 
worth of future payments of increased 
interest shall be computed at the prevail¬ 
ing interest rate paid on savings deposits 
by commercial bonks in the general area 
In which the replacement dwelling is 
located. (An example of computation of 
payment for Increased interest cost is set 
forth below as Appendix A to this part.) 

(3) Expenses incident to the purchase 
of the replacement dwelling. Such pay¬ 
ments shall be the amount necessary to 
reimburse the displaced person for actual 
costs incurred by him incident to the pur¬ 
chase of the replacement dwelling, 
including: 

(i) Legal, closing, and related costs in¬ 
cluding title search, preparing convey¬ 
ance contracts, notary fees, surveys, 
preparing drawings or plats, and charges 
paid Incident to recordation. 

(11) Lender. FHA or VA appraisal. 

Oil) FHA or VA application fee. 

(lv) Certification of structural sound¬ 
ness. 

(v) Credit report. 

(vi) Owner’s and mortgagee's evi¬ 
dence or assurance of title. 

(vii) Escrow agent’s fee, 

(vlii) Sales or transfer taxes. 

No reimbursement shall be made for any 
fee, cost, charge, or expense which is 
determined tc be a part of the debt serv¬ 
ice or finance charge under title I of the 
Truth In Lending Act (Public Law 90- 
321), and Regulation Z issued pursuant 
thereto by the Board of Governors of the 
Federal Reserve System. 

<d) Limitation — joint owner-occu¬ 
pants of single-family dwellings. The 
total amount of payment under this sec¬ 
tion to individuals who were Joint owner- 
occupants of a single-family dwelling 
acquired as a result of the project shall 
be subject to the limitation of $ 42.80(b). 

g 42.95 Replacement homing pajmmu 
for trnjinl* ami certain other*. 

(a) General. A State agency shall 
make to a displaced person who satisfies 
the eligibility requirements of | 42.55 and 
the conditions of paragraph (b) of this 
section, a payment not to exceed $4,000 
for either; 

(1) An amount, computed in accord¬ 
ance with paragraph (c) (1) of this sec¬ 
tion. necessary to enable such displaced 
person to lease or rent a comparable re¬ 
placement dwelling for a period not to 
exceed 4 years; or 

(2) An amount, computed In accord¬ 
ance with paragraph (c) (2) of this sec¬ 
tion. necessary to enable such displaced 
persons to make a downpayment (in¬ 
cluding incidental expenses described In 
( 42.90(a) (3)) on the purchase of a com¬ 
parable dwelling: Provided, That if such 
amount exceeds $2,000. such displaced 
person shall equally match any such 
amount in excess of $2,000 in making the 
downpayment. 

(b) Eligibility conditions. A displaced 
person is eligible for the payments speci¬ 
fied in paragraph (a) of this section if 
such displaced person: 

<1> Has actually and lawfully occu¬ 
pied the dwelling from which he is dis¬ 


placed for & period of not less than 90 
days prior to the initiation of negotia¬ 
tions for acquisition of such dwelling 
and 

(2) Is not eligible to receive a replace¬ 
ment housing payment for homeowners 
under $ 42.90; and 

(3) Where such displaced person was 
the owner of the dwelling, such dwelling 
is acquired for a project, or demolished 
(in accordance with local code) in con¬ 
nection with a project: Provided, That 
an owner displaced as a result of code 
enforcement (other than by demolition) 
or voluntary rehabilitation shall be en¬ 
titled to a payment specified under para¬ 
graph (a)(1) of this section necessary 
to enable him to lease or rent a compa¬ 
rable dwelling for period of 3 months, or 
such longer period as is reasonably nec¬ 
essary to accomplish the code enforce¬ 
ment or rehabilitation, and the 
computation set out in paragraph (c)(1) 
of this section shall be adjusted 
accordingly. 

In the case of code enforcement, volun¬ 
tary rehabilitation, improvement of pri¬ 
vate property or demolition in connection 
with a project, the term “initiation of 
negotiations”, for the purposes of this 
paragraph (b), shall mean the date such 
displaced person vacates the dwelling. 

(c) Computation of payments^*, 1) 
Rentals. The amount of payment neces¬ 
sary to lease or rent a comparable re¬ 
placement dwelling, as specified under 
paragraph (a)(1) of this section, shall 
be computed by subtracting 48 times the 
base monthly rental of the displaced per¬ 
son (as determined in accordance with 
subdivision (1) of this subparagraph 
(D), from 48 times the comparable 
monthly rental for a replacement dwell¬ 
ing (as determined in accordance with 
subdivision (ii> of this subparagraph 
( 1 ) ). 

(1) Base monthly rental. The bn=* 
monthly rental shall be the average 
person for the 3-month period prior to 
initiation of negotiations: Provided, That 
the base monthly rental shall be the 
average monthly rental during such 3- 
month period for similar dwellings In an 
area not generally less desirable than 
that of the dwelling from which such per¬ 
son was displaced (hereinafter referred 
to as the economic rent) where (a> the 
average monthly rental paid by the dis¬ 
placed person is found by the Stale 
agency to be substantially higher or lower 
than the economic rent, (b> the displaced 
person was the owner of the dwelling 
from which he was displaced: And pro¬ 
vided further . That where necessary to 
satisfy the definition under | 42.20<b> 
(6) of comparable replacement housing 
as being within the financial means of 
the displaced person, tiie amount of such 
base monthly rental shall not exceed 
25 percent of such person’s monthly 
income. 

(li) Comparable monthly rental The 
comparable monthly rental shall be the 
amount of rental determined by the 
State agency under one of the following 
methods; 

(a) Schedule method. In accordance 
with a schedule, as specified in I 42 . 160 , 
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which establishes the average monthly 
rentals for comparable replacement 

housing; 

<b) Comparative method. On a case 
by case basis by determining the average 
month's rent for one or more dwellings 
which have been selected by the State 
Agency or by tile displaced person with 
the approval of the State agency, and 
which are most representative of the 
acquired dwelling and meet the defini¬ 
tion of “comparable replacement hous¬ 
ing*' set out in i 42.20(b): Provided t 
That this method shall be used solely 
at the option of the displaced person; or 

(c) Alternative to schedule or com¬ 
parative method. Where the State agency 
determines that neither the schedule or 
comparative method U feasible in a given 
situation, by the use of such other 
method as may be approved by HUD. 

(2) Downpayment. The downpayment 
for which a payment specified under 
paragraph (a) (2) of this section may be 
made, together with any matching share 
which may be required, shall not exceed 

(l) the amount required as a downpay¬ 
ment for the purchase of a comparable 
dwelling if such purchase was financed 
by a conventional loan, and (11) expenses 
incident to the purchase of a replace¬ 
ment dwelling computed in accordance 
with t 42.90(c) (3): Provided. That if the 
amount specified in subdivision (1) of 
this subparagraph (2) is less than the 
amount required of the displaced person 
as a downpayment for the purchase of 
a comparable dwelling financed by other 
than a conventional loan, such amount 
shall be the amount which the Secre¬ 
tary of Housing and Urban Development 
determines to be necessary for such 
downpayment. The full amount of a 
downpayment under this section shall be 
applied to the purchase price of the re¬ 
placement dwelling and shall be shown 
on the closing statement. 

(d) Limitation on payments and dis¬ 
bursement of payments—d) Joint occu¬ 
pants of single-family dwellings. The 
total amount of payment under this sec¬ 
tion to individuals who were joint occu¬ 
pants of a single family dwelling ac¬ 
quired for the project shall be subject to 
the limitation of * 42.80(b). 

(2) Rental replacement housing —(i) 
Displaced owner-occupants. Where a dis¬ 
placed person Is not eligible for replace¬ 
ment housing payment under § 42.90 be¬ 
cause he elects to rent rather than pur¬ 
chase a replacement dwelling, the 
amount of payment under paragraph 
( c> (1) of this section shall not exceed the 
amount of payment for which such dis¬ 
placed person would have been eligible 
under | 42.90 if he had purchased a re¬ 
placement dwelling. 

(11) Disbursement. Payments in excess 
of $500 shall be made annually In four 
equal Installments: Provided , That prior 
to paying each such installment, the 
State agency shall verify that the dis¬ 
placed person (so long as he remains in 
the general locality) Is occupying decent, 
*afo r and sanitary housing. 
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Subpart C—Relocation Assistance 

Advisory Program and Assurance of 
Adequate Replacement Housing 

§ 12.100 Purpose, 

The purpose of this subpart is to set 
forth requirements with respect to the 
development and implementation of a re¬ 
location assistance advisory program for 
the provision of specified services, and to 
prescribe the obligation of the State 
agency not to displace, or cause the dis¬ 
placement of. any person from his dwell¬ 
ing without adequate notice and unless 
adequate replacement housing is avail¬ 
able. 

§ 42.105 Relocation aMUlanrc mlvUory 
program. 

State agencies shall develop and im¬ 
plement a relocation assistance advisory 
program which satisfies the require¬ 
ments of i 42.115 and of title VI of the 
Civil Rights Act of 1964 and tiUe V1H 
of the Civil Rights Act of 1968. Such pro¬ 
gram shall be administered so as to pro¬ 
vide advisory services which offer maxi¬ 
mum assistance, to minimize the hard¬ 
ship of displacement, and to assure that 

(a) all persons displaced from their 
dwellings are relocated into housing 
meeting the criteria described in i 42.120, 
and (b) all persons displaced from their 
places of business or farm operations are 
assisted in reestablishing with a min¬ 
imum of delay and loss of earnings, 

§ 42.110 Eligibility for service*. 

Relocation assistance advisory serv¬ 
ices shall be available to: 

(a) Any person who occupies prop¬ 
erty from which he will be displaced for 
a project or whose personal property will 
be so displaced; 

<b) Any person who occupies prop¬ 
erty immediately adjacent to the project 
and who is determined by the State 
agency to be caused substantial eco¬ 
nomic injury or substantial injury or 
threat to his health or personal safety 
because of the project; and 

<c) Any person who moves from real 
property or moves his personal prop¬ 
erty from real property, because he is 
displaced from other real property on 
which he conducts a business or farm 
operation. 

For purposes of i 42.115, any person or 
persons described In paragraphs (a) 
through (c> of this section shall be an 
“eligible person." 

6 42.115 Minimum requirement* of re¬ 
location AA*i*tanc* n<iviM*ry program. 

Each relocation assistance advisory 
program undertaken pursuant to ft 42.105 
shall include, at a minimum, such meas¬ 
ures, facilities, or services as may be 
necessary or appropriate in order to: 

(a) Fully inform eligible persons 
under this subpart at the earliest 
possible date as to the availability of 
relocation payments and assistance and 
the eligibility requirements therefor, as 
well as the procedures for obtaining such 
payments and assistance: 
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(b) Through direct personal inter¬ 
view, determine the extent of the need 
of each such eligible person for relocation 
assistance: 

(c) Provide current and continuing 
Information on the availability, prices 
and rentals of comparable sales and 
rental housing, and of comparable com¬ 
mercial properties and locations; 

(d) Assure that, within a reasonable 
period of time prior to displacement, 
there will be available adequate replace¬ 
ment housing meeting the criteria de¬ 
scribed in f 42.120 equal in number to 
the number of, and available to, such 
eligible persons who will be displaced; 

<e) Assist any such eligible person dis¬ 
placed from his business or farm opera¬ 
tion in obtaining and becoming estab¬ 
lished in a suitable replacement loca¬ 
tion; 

(f) Supply to such eligible persons 
information concerning Federal and 
State housing programs, disaster loan 
and other programs administered by the 
Small Business Administration, and 
other Federal or State programs offering 
assistance to displaced persons; 

(g) Provide other advisory services 
to such eligible persons, such as coun¬ 
selling and referrals with regard to hous¬ 
ing financing, employment, training, 
health, welfare, and other assistance, in 
order to minimize hardships to such 
persons; 

(h) Assist each such eligible person 
in completing any required applications 
and forms; 

(i) Inform all persons who are ex¬ 
pected to be displaced by acquisition as 
to the eviction policies to be pursued 
in carrying out the project; 

(j) Insure adequate inspection of all 
relocation housing resources utilized by 
displaced persons prior to and sub¬ 
sequent to occupancy by such persons; 
and 

(k) Provide any services required to 
insure that the relocation process docs 
not result in different or separate treat¬ 
ment on account of race, color, religion, 
or national origin. 

8 42.120 Requirrmrrtt of adequate* re¬ 
placement limiting prior to dUplaeo- 
menl. 

(a) Availability. No person shall be 
required to move from his dwelling on 
account of a project unless within a 
reasonable period of time prior to dis¬ 
placement there are available to such 
person replacement dwellings which 
are: 

(l) Decent, safe, and sanitary; 

(2) Demonstrated to be open to all 
persons regardless of race, color, religion, 
sex, or national origin in a manner con¬ 
sistent with title Vm of the Civil Rights 
Act of 1968. and available without dis¬ 
crimination based on source of income; 

(3) In an area not subjected to unrea¬ 
sonable adverse environmental condi¬ 
tions from either natural or manmade 
sources, and in an area not generally less 
desirable nor less accessible with regard 
to public utilities and services, schools, 
churches, recreation, transportation and 
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other public and commercial facilities; 
and 

(4) Reasonably accessible to the dis¬ 
placed person's place of employment or 
potential employment; 

(5) Adequate in size, facilities, and 
amenities to accommodate the needs of 
the displaced person and his family; and 

(6) Available on the market at a rental 
or price within the financial means of 
the displaced person, but not exceeding 
a rental equal to 25 percent of his Income 
or a purchase price of 2 to 2 Mr times his 
annual income. 

(b) Reasonable offers of replacement 
housing. The requirement in paragraph 
(a) o( this section shall be deemed to 
have been satisfied if a person is offered 
and refuses without justification reason¬ 
able choices of specifically identified re¬ 
placement dwellings which fully meet the 
criteria listed in paragraph (a) of this 
section 

<c) Use of temporary housing —(1) 
General. Subject to the prior approval of 
HUD. a person to be displaced from a 
dwelling for a project may be provided 
temporary housing (1) in cases of emer¬ 
gency or where such person is subject to 
economic hardship or conditions hazard¬ 
ous to his health or safety, or ill) in ex¬ 
traordinary situations where in the ab¬ 
sence of such temporary move, the 
progress of the project w f ould be substan¬ 
tially delayed: Provided. That the fol¬ 
lowing conditions are satisfied: 

(a) Such temporary housing is decent, 
safe, and sanitary and within the finan¬ 
cial means of such person; 

ib) The State agency has determined 
that within 12 months of the date of the 
temporary move or such longer period 
as HUD may approve, replacement hous¬ 
ing meeting the criteria specified in para¬ 
graph (a) of this section will be available 
for occupancy by such person; 

(c) Prior to the temporary move, such 
person will be given a written assurance 
that (I) replacement housing meeting 
the criteria specified in paragraph (a) 
of this section will be available at the 
earliest pOvSslble time, but in any event 
not later than the date provided under 
<b) of this subdivision; (2) to the extent 
practicable, such replacement housing 
will be made available to such person 
on a priority basis: and (3) such person 
may. notwithstanding the provisions of 
paragraph <b) of this section, and with¬ 
out prejudicing any rights under para¬ 
graph (a) of this section with respect to 
available replacement housing, reject of¬ 
fers of replacement housing In the ex¬ 
pectation of the availability of replace¬ 
ment housing by the time such person 
would have ordinarily been displaced in 
accordance with the construction or de¬ 
velopment schedule of the project. 

(2) Continuing obligations of State 
agency . The State agency shall continue 
to furnish to ail persons provided tem¬ 
porary housing under subparagraph (1) 
of this paragraph ail relocation assist¬ 
ance provided for under this Subpart C. 

<3) Preservation of eligibility. The el¬ 
igibility of any person for & payment 
specified under any section of the regu¬ 
lations In this part shall not be affected 


by a move to temporary housing under 
subparagraph (1) of this paragraph. 

<4> Payment of moving costs . Costs 
in connection with moving a person to 
such temporary housing shall be sub¬ 
ject to the provisions of 142.65(0(2) 
with respect to actual reasonable moving 
expenses for temporary moves. Any per¬ 
son provided temporary housing under 
this section shall be entitled to actual 
reasonable moving expenses for which 
he is eligible under I 42.65 in connection 
with moving into both temporary and 
permanent housing: Provided, That such 
person may elect to receive an alternate 
payment under fi 42.80 In lieu of actual 
reasonable moving expenses with respect 
to one of either of such moves. 

(d> Notice. No person lawfully occupy¬ 
ing real property shall be required to 
move from a dwelling (assuming a re¬ 
placement dwelling as required In para¬ 
graph (a) of this section Is available) or 
to move his business or farm operation, 
without at least 90 days' written notice 
from the State agency acquiring the real 
property or ordering its demolition: Pro¬ 
vided . That a shorter period of notice 
may be given when the State agency de¬ 
termines. with HUD concurrence, that 
a 90-day period is impracticable. In ad¬ 
dition. State agencies shall simultane¬ 
ously notify each individual tenant to be 
displaced as well as each owner. Where 
persons are expected to be displaced by 
code enforcement, voluntary rehabilita¬ 
tion or the improvement of private prop¬ 
erties as defined in | 42.55 (c> and (d>, 
the State agency shall take all reason¬ 
able steps to urge and assure that owners 
of real property give tenants to be dis¬ 
placed at least 90 days' written notice 
that the activities will take place or that 
the premises must be vacated (except 
where the continued occupancy of the 
dwelling constitutes a substantial danger 
to the health or safety of the occupants). 
This policy shall be included by the State 
agency in oil notices served on property 
owners requiring that code enforcement 
work be done. 

<e) Waiver. The requirement in para¬ 
graph (a) of this section may be waived 
only by the Secretary of Housing and 
Urban Development under the following 
circumstances: 

(1) When displacement is necessitated 
by a major disaster as defined in section 
102(1) of the “Disaster Relief Act of 
1970" <84 Slat. 1745. Public Law 91-606); 
or 

(2) During periods of Presidentlally 
declared national emergencies; or 

< 3 > Such other extraordinary or emer¬ 
gency situations where Immediate pos¬ 
session of real property Is of crucial 
importance. 

§ 42.125 ( Utordimifioti of relocation »r- 

tivilir*. 

State agencies shall contact other 
Federal. State, and local governmental 
agencies to determine the extent of pres¬ 
ent and proposed governmental actions 
in or affecting the locality <or localities) 
which may affect the carrying out of 
their relocation assistance program and 
the availability of housing resources. 


State agencies shall be required to staxe 
their project activities in a manner which 
assures the availability of a sufficient 
supply of adequate replacement housing 
meeting the requirements of ft 42.120* a ■ 
Consideration shall be given to the re¬ 
location needs of other programs bcin* 
carried out In a locality and the progres. 
of construction or rehabilitation of re¬ 
placement dwellings or other relocation 
accommodations. 

Subport D—Reel Property Acquisition 
§42.130 PurjH^r. 

The purposes of this subpart is to set 
forth the practices to be followed with 
respect to acquisition of real pro pert 
for a project, and to provide for payments 
to property owners for expenses Inci¬ 
dental to transfer of title and In limited 
situations, payments for litigation 
expenses. 

§ 12.135 Real property arquMtion pru 
tire*. 

(a) General. In order to carry out thp 
purpose of the regulations in this part, 
as set out in ft 42.10(b) with respect to 
the acquisition of real property, the State 
agency shall, to the greatest extent prac¬ 
ticable under State law. be guided by 
the following policies in acquiring real 
property for any project: 

( 1) The State agency shall make every 
reasonable effort to acquire such real 
property expeditiously by negotiation: 

(2) Real property shall be appraLsL i 
before the initiation of negotiations, and 
the owner or his designated representa¬ 
tive shall be given an opportunity, by 
reasonable advance notice in writing or 
otherwise, to accompany the appraiser 
during his inspection of the property: 

<3) Before the initiation of negotia¬ 
tions for the acquisition of such real 
property, the State agency shall establish 
an amount it believes to be Just com per. - 
satlon therefor. Such amount shall be 
the State agency’s review appraiser s de¬ 
termination of the fair market value of 
the property, or IX HUD concurrence ts 
required for the property involved, the 
fair market v alue of the property con¬ 
curred in by HUD. Any decrease or in¬ 
crease in the fair market value of the 
real property prior to the date of valua¬ 
tion caused by the project for which 
such property is acquired, or by the like¬ 
lihood that the property would be ac¬ 
quired for such project, other than that 
due to physical deterioration within the 
reasonable control of the owner, shall be 
disregarded in the appraisals and in de¬ 
termining the compensation for the 
property. Promptly after the amount of 
just compensation is established in ac¬ 
cordance with tills paragraph, the State 
agency shall offer to acquire the prop¬ 
erty for the full amount so established, 
and shall provide the owner with a writ¬ 
ten statement of, and summary of the 
basis for, such amount. This summary 
shall include, as a minimum, identifica¬ 
tion of the real property and the estate 
or interest therein to be acquired, includ¬ 
ing the buildings, structures, and other 
Improvements located upon the real 
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property, as well as the fixtures consid¬ 
ered to be ft part of the real property. 
If only a portion of the real property 
i* to be acquired, a separate statement 
shall be made of the estimated Just 
compensation for such portion to be ac¬ 
quired and. where appropriate, of dam¬ 
ages or benefits to the remaining real 
property. The date of valuation ordi¬ 
narily will be the date of the appraisal 
review. If there is a significant delay 
between the date of valuation and the 
date of acquisition, the appraisal shall 
be updated or a new appraisal obtained 
to reflect the value as of such later date; 

(4) No owner shall be required to sur¬ 
render possession of real property before 
the State agency pays the agreed pur¬ 
chase price, or deposits with the court 
in which the State agency has instituted 
a condemnation proceeding for such 
property, for the benefit of the owner, 
an amount not less than the fair market 
value of such property, determined in 
accordance with subparagraph (3) of 
this paragraph, or the amount of the 
award of compensation in the condemna¬ 
tion proceeding for such property; 

(5) Construction or development of a 
project shall be so scheduled that no per¬ 
son lawfully occupying real property 
shall be required to move from a dwelling 
(assuming a replacement dwelling as re¬ 
quired by $ 42.120(a) will be available) 
or to move his business or farm opera¬ 
tion, without at least 90 days’ written no¬ 
tice from the State agency of the date by 
which such move is required: Provided. 
That shorter notice may be given where 
HUD determines that such 90-day notice 
is impracticable; 

(6) If the State agency permits an 
owner or tenant to occupy the acquired 
real property on a rental basis for a short 
term or for a period subject to termina¬ 
tion by the State agency on short no¬ 
tice. the amount of rent required shall 
not exceed the fair rental value of the 
property to a short-term occupier, or 25 
percent of the income of such owner or 
tenant, whichever is less; 

(7) In no event shall the State agency 
either advance the time of condemnation, 
or defer negotiations or condemnation 
and the deposit of funds in court for the 
use of the owner, or take any other ac¬ 
tion which is coercive or misleading in 
naiurc (including the offer of payments 
under the regulations in this part) in 
order to compel or induce an agreement 
on the price to be paid for the property; 

(8) If any interest in real property is 
to be acquired by exercise of the power 
of eminent domain, the State agency 
shall institute formal condemnation pro¬ 
ceedings. No State agency shall inten¬ 
tionally make it necessary for an owner 
to institute legal proceedings to prove 
the fact of the taking of his real 
property; 

<9) If the acquisition of any part of a 
real property would leave its owner with 
an uneconomic remnant, the State 
agency shall offer to acquire the entlra 
property; and 

(10> In any case in which a notice is 
served by the State agency of its in ten- 
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tion to acquire real property, initiation 
of negotiations shall occur within 90 days 
of the service of such notice of intention. 

(b) Real property acquisition prac¬ 
tices ibuildings , structures , and improve¬ 
ments). In acquiring real property for 
any project, a State agency shall, to the 
greatest extent practicable under State 
law. be guided by the following policies: 

(1) If the State agency acquires any 
interest in real property, it shall acquire 
at least an equal Interest in all buildings, 
structures, or other improvements lo¬ 
cated thereon and which it requires to 
be removed from the real property or 
which it determines will be adversely af¬ 
fected by the use to which the real 
property will be put; 

(2) For the purpose of determining 
just compensation to be paid for any 
building, structure, or other improve¬ 
ment required by subparagraph (1) of 
this paragraph to be acquired, such 
building, structure, or other Improvement 
shall be deemed to be a part of the real 
property to be acquired notwithstanding 
the right or obligation of a tenant, as 
against the owner of any other interest 
in the real property, to remove such 
building, structure, or other improvement 
at the expiration of his term, and the 
State agency shall pay to the tenant as 
compensation for such building, struc¬ 
ture. or other Improvement, the greater 
of: 

(i) The amount which the building, 
structure, or other improvement contrib¬ 
utes to the fair market value of the real 
property to be acquired, or 

(ii) The fair market value of the 
building, structure. or other improvement 
for removal from the real property: 

(3) Payment under subparagraph (2) 
of this paragraph shall not result In du¬ 
plication of any payments otherwise au¬ 
thorized by law. No such payment shall 
be made unless the owner of the real 
property Involved disclaims all interest 
in the improvements of the tenant. In 
consideration for such payment, the 
tenant shall assign, transfer, and release 
to the State agency all his right, title, and 
interest in and to such improvements. 

Nothing in paragraph (b) (2) or (3) of 
this section shall deprive the tenant of 
any right to reject payment thereunder 
and to obtain payment of just compen¬ 
sation for his property Interests as 
otherwise defined and provided for by 
applicable law. 

§ 42.1 10 lyvnirnh—rxprtioni itiridrnlnl 
to transfer of title. 

(a) General. The State agency, as 
soon as practicable after the date of 
payment of the purchase price or the 
date of deposit in court of funds to satis¬ 
fy the award of compensation in a con¬ 
demnation proceeding to acquire real 
property, whichever is earlier, shall re¬ 
imburse the owmer. to the extent the 
State agency deems fair and reasonable, 
for expenses such owner necessarily in¬ 
curred for: 

(1 > Recording fees, transfer taxes, and 
similar expenses Incidental to conveying 
such real property to the State agency; 
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(2) Penalty costs for prepayment of 
any preexisting recorded mortgage en¬ 
tered into in good faith encumbering 
such real property; and 

(3) The pro rata portion of real prop¬ 
erty taxes paid which are allocable to a 
period subsequent to the date of vesting 
of title in the State agency, or the effec¬ 
tive date of possession of such real prop¬ 
erty by the State agency, whichever is 
earlier. 

(b) Documentation in support of a 
claim. If real property is acquired by 
condemnation, a claim for payment un¬ 
der paragraph (a) of this section shall 
be submitted to the State agency and 
supported by such documentation as may 
be required by the State agency. If the 
real property is acquired by purchase, 
payment shall be made at settlement of 
the acquisition and accounted for In the 
settlement statement, on the basis of such 
documentation as may be required by the 
State agency. 

(c) Time for filing claims. Each such 
claim shall be submitted to the State 
agency within a period of 6 months after 
the acquisition of the property, the pub¬ 
lication of the regulations In this part, 
or the filing of assurances in accordance 
with $ 42.30, whichever is later. 

§ 42.145 Pay mm!*—litigation rxprn«n. 

(a) General. The State agency shall 
reimburse the owner of any real property 
for the owner’s reasonable costs, dis¬ 
bursements. and expenses of litigation, 
including attorney, appraisal, and engi¬ 
neering fees, actually incurred because 
of condemnation proceedings, if: 

(1) In a condemnation proceeding in¬ 
stituted by the State agency to acquire 
such real property for a project, the final 
Judgment of the court having Jurisdiction 
over such proceeding Is that the State 
agency cannot acquire the real property 
by condemnation; or 

<2) Such proceeding is abandoned by 
the State agency other than pursuant to 
an agreed-upon settlement of the pro¬ 
posed acquisition of the property by 
direct purchase; or 

(3) A court of competent jurisdiction 
renders a Judgment in favor of the owner 
as plaintiff in an inverse condemnation 
proceeding or the State agency effects a 
settlement of such proceeding. 

<b) Limitations. No payment under 
paragraph (a) of this section shall be 
made unless HUD Is satisfied that the 
costs involved are reasonable and di¬ 
rectly and necessarily related to such 
condemnation proceedings. 

(c> Documentation in support of a 
claim. A claim for a payment under para¬ 
graph (a> of tills section shall be sub¬ 
mitted to the State agency and supported 
by such documentation as may be re¬ 
quired by the State agency and HUD. 

<d> Time lor filing claims. Each claim 
shall be submitted to the State agency 
within a period of 6 months after (1) 
final judgment in accordance with para¬ 
graph (a) (1) or (3) of this section, or 
the abandonment of a condemnation pro¬ 
ceeding by a State agency, whichever 
is applicable; <2) the Issuance of the 
regulations In this part; or (3> the filing 
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of assurances In accordance with | 42.30, 
whichever Is later. 

g 42.150 Effect upon properly Requi¬ 
sition* 

(a) The provisions of this Subpart D 

create no rights or liabilities and shall 
not affect the validity of any property 
acquisitions by purchase or condemns- 
tion. _ M 

(b) Nothing in these regulations shall 
be construed as creating in any condem¬ 
nation proceedings brought under the 
power of eminent domain any element of 
value or of damage not in existence im¬ 
mediately prior to January 2. 1971. the 
date of enactment of the Uniform Relo¬ 
cation Assistance and Real Property Ac¬ 
quisition Policies Act of 1970. 

Subpart E—Administration 
g 42.155 Purpose. 

The purpose of this subpart 1s to set 
forth the provisions relating to the over¬ 
all administration of the regulations in 
this part. 

§ 42.160 Schedule of comparable re¬ 
placement dwelling*. 

The 8Late agency shall submit for HUD 
approval a schedule of the average price 
of comparable replacement dwellings in 
a locality, for determining the amount of 
replacement housing payments under 
15 42.90(a)(1) and (c)(1) and 42.95 
(a) (2) and (c) (2) and a separate sched¬ 
ule of average monthly rentals for com¬ 
parable replacement dwellings in the lo¬ 
cality for determining payments under 
5 42.95(a)(1) and (c) (1). The schedules 
shall be consistent with the regulations in 
Subpart C of this part, shall be kept cur¬ 
rent and shall, to the maximum extent 
possible, reflect the costs set forth in 
schedules used by other 8tate agencies in 
the locality, and shall be available in 
written form to all persons in the office 
of the State agency. If there is an in¬ 
sufficient supply of comparable replace¬ 
ment housing meeting the definition of 
I 42.20(b) with respect to age or state of 
repair, new, rehabilitated, or more re¬ 
cently constructed housing, including as¬ 
sisted housing, shall be used in develop¬ 
ing the schedules. 

g 42.165 Notice to perwirw in project 

area. 

The State agency shall furnish, at the 
earliest possible date, to all persons who 
own or occupy property within a project 
area (or the area of the federally assisted 
activities) and who are anticipated to 
be displaced, a notice or information 
statement advising them of (a) the avail¬ 
ability of payments under these regula¬ 
tions to eligible persons. <b) the office 
where the conditions under which such 
payments will be made are available for 
inspection, and <c> the earliest date on 
which such persons may move and still 
qualify as a displaced person. The 8tate 
agency shall take reasonable steps to 
publicize this Information In language(s) 
and In a fashion most likely to be un¬ 
derstood by the persons to be affected, 
such as by using the local media, posters 
in public places, and other forms of 
public communication. 


g 42.170 Review of claim*. 

The State agency is initially responsi¬ 
ble for determining tht eligibility of a 
claim for, and the amount of, any pay¬ 
ment under the regulations in this part 
and shall maintain in its flies complete 
and proper documentation supporting 
the determination. The determination on 
each claim shall be made or approved 
either by the governing body of the 
agency or by the principal executive offi¬ 
cer of the agency or his duly authorized 
designee. 

§ 42.175 Prompt payment. 

A payment shall be made by the State 
agency as promptly as possible after a 
person's eligibility has been determined 
in accordance with the regulations in 
this part. Advance payments may be 
made in hardship cases where the State 
agency determines such advances to be 
appropriate under the regulations In this 
part. 

§ 42.180 Agency *ctofT »gnin»t claim. 

The State agency may set off against 
the claim of an otherwise eligible person 
any financial claim the agency may have 
against the person arising out of the 
use of the real property, subject to the 
qualification set forth below. Before tak¬ 
ing any setoff action, the State agency 
shall notify the displaced person of its 
intention to setoff the claim and shall 
advise the person that he may within 
30 days file a statement denying or dis¬ 
puting the claim. If such statement is 
filed by the person, the State agency may 
tentatively set off the claim if it Insti¬ 
tutes within 30 days and diligently prose¬ 
cutes a judicial action to obtain a 
judgment for the claim. Once the State 
agency obtains a Judgment for the claim, 
the setoff will be deemed final. If judicial 
proceedings arc instituted and the 8tate 
agency is denied a judgment or if the 
State agency does not institute and pros¬ 
ecute proceedings as set forth above, the 
State agency shall pay the full amount of 
the relocation claim if otherwise eligible. 

§ 42.185 Approval by HUD. 

No claim for a payment (other than a 
replacement housing payment) in ex¬ 
cess of $10,000 shall be paid without the 
prior concurrence of HUD. 

§42.190 Appeal* procedure—griev¬ 
ance*. 

Any person aggrieved by a deter¬ 
mination as to eligibility for. or the 
amount of. a payment under the regula¬ 
tions In this part may have his claim 
reviewed or reconsidered by the head of 
the State agency or his authorized des¬ 
ignee. in accordance with such proce¬ 
dures as the State agency shall have 
established for such review or reconsid¬ 
eration. Where such person is not satis¬ 
fied by such review or redetermination, 
he is entitled to redetermination of his 
claim by HUD. Any person or class of 
persons may similarly seek review and 
revision of any schedules with respect to 
payments under the regulations in this 
part. 


§ 42.195 Accounts and records. 

Accounts and records shall be subject 
to inspection or audit at all reasonable 
times by HUD. Records pertaining to 
eligibility for payments, including all 
claims, receipted bills, or other docu¬ 
mentation In support of a claim, and rec¬ 
ords pertaining to action on a claim, shall 
be retained by the State agency for not 
less than 3 years after the completion 
of the project. Timely and complete re¬ 
ports shall be submitted in accordance 
with HUD requirements. 

§ 42.200 Payment* not to be con«idrr<d 
a* income. 

No payment received under these regu¬ 
lations by a displaced person shall be 
considered as income for the purposes of 
the Internal Revenue Code of 1954; or for 
the purposes of determining the eligibil¬ 
ity or the extent of eligibility of any 
person for assistance under the Social 
Security Act or any other Federal law. 

§42.205 DUplnremcnt in conm ;*«« 
with more than one project. 

No person shall be entitled to more 
than one payment under each of 
55 42.65-42.95 and 55 42.140 and 42.145 
on account of a single displacement or 
a single acquisition, notwithstanding 
that the displacement or acquisition Is in 
connection with more than one Federal 
or federally assisted project. 

§ 42.210 PoUcic* and requirement* of 
HUD. 

All determinations or other actions 
by the State agency provided for under 
the regulations In this part shall be 
undertaken in accordance with the 
policies and requirements of HUD as 
issued from time to time. 


§42.215 Waiver*. 

A waiver of any section of thq*e regu¬ 
lations not required by law, may be au¬ 
thorized only with respect to a particu¬ 
lar claim and by the Secretary of Hous¬ 
ing and Urban Development or his 
his authorized designee after such claim 
has been reviewed by HUD: Provided, 
That the limitations provided in 5 42 60 
with respect to the time of fillnR oi 
claims may be waived by the Suit 
agency for good cause with HUD 
concurrence. 

Arraoux A—Examine or Comfutatu* 
Payment row . Increased Interest Cost 
Under 142 90(c)(2) » 

DWELLING TO BE ACQUIRED 

Acquisition price -- 112.000 00 

Existing mortgage: 

Interest rate (percent) - ! 

Remaining term (years)- 

Remaining principal balance-- $7.29$. 
Monthly principal and interest 
payment - 

Owner’s equity ---—- 

»The example of computation of payment 
for Increased Interest cost set out abo'« 
peon on page 10 of H. RepV 
91st Cong , second Rcesloa (Report 
Committee on Public Works. House c* 
eentatives accompanying 3.1. the 
Uniform Relocation Assistance and 1 
Property Acquisition PoUdes Act cc 
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AVAILABLE COMPARABLE DECENT. BATE. AMD 
SAN1TABT DWELLING 

price_$15,000.00 

Prevailing interest mU> (par- 

supplemental payment for re¬ 
placement housing coca differ¬ 
ential.. $3.000 00 

Payment for Increased Interest 
cost_ $700. 00 

COMPUTATION OP PAYMENT POE INCREASED 
INTEREST COST 


Monthly principal and Interest 
oost for new mortgage of 
17.205.03—for 10 years at $ per¬ 
cent interest---—. $88. 57 

Monthly principal and interest 
coat for existing mortgage of 
|7.205.93—for 10 years at 0 

percent Interest--—_— $81.03 

Monthly Interest difference___ $7.55 

Present worth of $7.65 monthly 
interest difference tor 10 years, 
discounted at the assumed in¬ 
terest rate paid on savings de¬ 
posits, at 6 percent-*- $700.00 

Increased interest cost payment 
due property owner- $700.00 


PART 81—regulations govern¬ 
ing OPERATIONS OF THE FED¬ 
ERAL NATIONAL MORTGAGE AS¬ 
SOCIATION 

8 * 0 . 

01.1 Scope of part 
81,2 Common stock. 

813 Dividends. (Reserved) 

81.4 Debt to capital ratio. 

81.5 Issuance of obligations. 

$1.6 Housing for low and moderate Income 
famlilos. (Reserved) 

$1.7 Audlte. 

81 >8 Reports. 

Aomaamr: The provisions of this Part 81 
Issued under secs. 803(c), 304(b), 309(h). 
311. 13 UJB.C. 1718(C), 1719(b), 1723a(h), 

1733c. 

S 81.1 Scope of pari. 

This part Is established for the codi¬ 
fication of regulations governing the op¬ 
erations of the Federal National Mort¬ 
gage Association (hereafter In this part 
called the corporation) issued and to be 
Issued from time to time by the Secretory 
of Housing and Urban Development, as 
authorized by the Federal National Mort¬ 
gage Association Charter Act (hcreaJfter 
to this part called the Charter Act). 

§ 81*2 Common Mock. 

r *> The corporation Is authorized to 
Issue shares of its corjimon stock to each 
*eller or borrower who makes capital 
contributions authorized by section 
303(b) of the Charter Act. The corpora¬ 
tion is further authorized to issue and 
^ additional shares of its common 
•lock to the servicers of Its mortgages. In 
consideration for payments by such 
*ervleers into the corporation’s capital 
or capital and surplus for each share of 
Rn amount equal to the then current 
issue price of the common stock au¬ 
thorized to be Issued by the first sen¬ 
tence hereof; but no such stock shall be 
Issued to any servicer at any time in 
excess of its reasonably foreseeable need 
11 ' suc h time in connection with the 
amount of stock required to be held pur¬ 
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suant to section 303(c) of the Charter 
Act. The authorizations of this para¬ 
graph are granted on the condition that 
the Secretary of Housing and Urban 
Development be given written notice at 
least 15 days in advance of any change 
by the corporation in the issue price of 
its stock issued pursuant to tills para¬ 
graph. 

(b) For any and all stock or convert¬ 
ible debt issues other than stock issued 
pursuant to paragraph (a) of this sec¬ 
tion, the corporation is authorized to 
adopt a shareholder resolution, govern¬ 
ing all such issues and sales of shares of 
its common stock, or other securities 
convertible into the corporation’s com¬ 
mon stock, which permits the corpora¬ 
tion to provide for or limit or deny to 
shareholders pre-emptive rights in all 
purchases of issues of such stock or secu¬ 
rities. Such resolution shall be effective 
with respect to each such issue from and 
after the date of adoption thereof and 
until expressly repealed or amended by 
a subsequent resolution duly adopted in 
accordance with the procedures set forth 
in paragraph (c) of this section. 

(c) The shareholder resolution au¬ 
thorized by paragraph ib) of this section 
shall be made in the following manner: 

(1) The Board of Directors of the cor¬ 
poration shall adopt the proposed resolu¬ 
tion setting forth the language thereof 
and directing that it be submitted to a 
vote at a meeting of shareholders of the 
corporation, which may be either on an¬ 
nual or a special meeting. 

(2) Written notice setting forth the 
proposed resolution or a summary of it 
shall be given to each shareholder of 
record entitled to vote thereon within 
the time and in the manner provided for 
notices of meetings of shareholders in 
the bylaws of the corporation. 

(3) At such meeting a vote of the 
shareholders entitled to vote thereon 
shall be taken on the proposed resolu¬ 
tion. The proposed resolution shall be 
adopted upon receiving the affirmative 
vote of the holders of at least two-thirds 
of the shares of the corporation which 
are outstanding and entitled to vote 
thereon. 

<d) For any issues other than stock 
Issued as authorized by paragraph (a) 
of this section, the approval of the Sec¬ 
retary is required prior to the issuance by 
the corporation of any stock, obligation, 
security, or similar Instrument. 

8 81.3 Dividend*. [Rnenrcd] 

8 81.4 Deb I to capital ratio. 

(a) The aggregate amount of obliga¬ 
tions of the corporation issued under 
section 304(b) of the Charter Act and 
outstanding at any one time *bgii not 
exceed 25 times the sum of its capital, 
capital surplus, general surplus, reserves 
and undistributed comings. For the pur¬ 
poses of this section, the outstanding 
aggregate principal amount of any obli¬ 
gations of the corporation issued under 
section 304(e) of the Charter Act which 
are entirely subordinated to the obliga¬ 
tions of the corporation burned or to be 
issued under section 304(b) of the Char¬ 


24457 

ter Act shall be deemed to be capital of 
the corporation. 

(b) In the event at any time of a re¬ 
duction in the sum of the corporation's 
capital, capital surplus, general surplus, 
reserves, and undistributed earnings, the 
maximum debt to capital ratio is auto¬ 
matically increased to such ratio as may 
be necessary to include all obligations 
Issued under said section 304(b) and 
outstanding at such time. In the event 
at any time of a maturity or other event 
requiring the payment or redemption of 
any of the obligations Issued under sec¬ 
tion 304(e) of the Charter Act, the maxi¬ 
mum debt to capital ratio is automati¬ 
cally Increased to such ratio as may be 
necessary to permit the Issue of obliga¬ 
tions under section 304(b) of the Charter 
Act in an amount sufficient to provide 
the proceeds required to pay the principal 
of and interest on the obligations out¬ 
standing under such section 304(e) and 
so required to be paid or redeemed at 
such time. As used In this section, the 
term "maximum debt to capital ratio’* 
means the maximum ratio, set forth in 
paragraph (a) of this section or else¬ 
where, which may be borne to the afore¬ 
said sum by the aggregate principal 
amount of the corporation’s obligations 
Issued under section 304(b) of the Char¬ 
ter Act and outstanding at any one time. 
So long as any obligations of the corpo¬ 
ration Issued under section 304(e) of the 
Charter Act are outstanding, no action 
shall be taken with respect to the debt to 
capital ratio provisions of this subsec¬ 
tion which is detrimental to the holders 
of such obligations. 

5 81.5 Imuaucc of obligation*. 

The corporation is authorized, upon 
the approval of the Secretary of the 
Treasury, to issue its obligations and se¬ 
curities from time to time under subsec¬ 
tions b), (d), and (e) of section 304 of 
the Charter Act in such amounts as may 
be approved in writing by the Secretary 
of Housing and Urban Development. In 
the event at any time of a maturity or 
other event requiring the payment or re¬ 
demption of any of the corporation’s out¬ 
standing obligations, the corporation is 
hereby authorized, upon the approval of 
the Secretary of the Treasury, to Issue Us 
obligations and securities at such time 
under any of the aforesaid subsections of 
section 304 of the Charter Act in an 
amount sufficient to provide the pro¬ 
ceeds required to pay the principal of 
and interest on the obligations so re¬ 
quired to be paid or redeemed at such 
time. 

§ 81.6 IJnuMng for low and moderate 
income families. [Reserved] 

8 81.7 Audits. 

The books and financial transactions 
of the corporation shall be made availa¬ 
ble for audit by the Secretary of Hous¬ 
ing and Urban Development at any time 
requested by him. 

6 81.8 Reports. 

The corporation shall make such re¬ 
ports concerning its activities as the Sec¬ 
retary of Housing and Urban Develop¬ 
ment may request. 


No. 240—Pt, n—See. I- 
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Subtitle B—Regulations Relating to 
Housing and Urban Development 

Chapter I—Office of Assistant 
Secretary for Equal Opportunity 

Subckapler A—fair Howling 

Part 

100 Racial and ethnic data. 

105 Fair housing. 

Sobchopter 6— Employment ond Bu*m#$» 
Opportunity 

130 Equal employment opport unity 
under HUD contract* and HUD 
assisted construction contract*. 

SUBCHAPTER A—FAIR HOUSING 

PART 100—RACIAL AND ETHNIC 
DATA 

See. 

100.1 Purpooe. 

100.2 Minority-group Identification, 

Authority : The pruvluion* of this Part 100 
laaued under E.O. 11003. 27 FJL 11537; sec, 
003 72 8t»L 252; 42 U.8-C. 20006-1; see. 006. 
82 8tat. 84; 42 U.S.C. 3808; arc. 2. 48 8tat. 
1246; 13 UJ3-0. 1703; *ec. 7(d), 70 Stat. 670; 

42 U.S.C. 3535(d). 

§ 100.1 Purpose. 

The purpose of this part is to enable 
the Secretary to carry out his responsi¬ 
bilities under the provisions of Executive 
Order 11063. dated November 20, 1962. 
title VI of the Civil Rights Act of 1964. 
and title vm of the Civil Rights Act of 
1968 prohibiting discrimination and pro¬ 
viding for fair housing and directing the 
Secretary to administer Housing and 
Urban Development programs and ac¬ 
tivities in a manner affirmatively to 
further these policies. 

§ 100.2 Minority-group identification. 

Participants in Housing and Urban 
Development programs shall furnish 
such information as the Secretary may 
require concerning minority-group iden¬ 
tification to assist the Secretary in car¬ 
rying out his responsibility for adminis¬ 
tering the national policies prohibiting 
discrimination and providing for fair 
housing. 

PART 105—FAIR HOUSING 

Subpart A—Purpoio ond Definition* 

106.1 Purpoac. 

105.2 Definitions. 

Subport B—Procedure* for Enforcomont of 
Complaint* Agolmt Ditalminotocy Hooting 
Practice* 

105.11 Submission of Information. 

106.12 Complaint* to be filed by persons 

aggrieved. 

105.13 Where to file complaint*. 

105.14 Content* of complaint. 

105.15 Form of complaint; amendment*. 
105.18 Date or filing of complaint; when 

notice issue*. 

106.17 Service of complaint; filing of 

an* went. 

105.18 Referral* to State or local fair hous¬ 

ing agencies, 

106.12 Suspension of proceeding*. 

106.20 Reactivation of referred complaint*. 

105.21 Investigation and decision to resolve. 

106.22 Subpoena*, interrogatories, and In¬ 

vestigative power*. 


RULES AND REGULATIONS 

Subport C—Procedures To Rectify DiKrlmlnolory 
Houtirvg Proctico* 

106.31 Conference, conciliation, and persua¬ 
sion. 

105.33 Conciliation agreement*. 

105 33 Inability to obtain voluntary compli¬ 
ance. 

106.34 Notification where voluntary compli¬ 

ance is not obtained. 

106.35 Confidentiality of conciliation con¬ 

ference*. 

106.36 Other action by the Assistant Sec¬ 

retary. 

Appendix—List of Department of Housing 
and Urban Development Regional 
Office* and Jurisdictional Area*. 

Authority ; The provisions of this Part 105 
issued under 82 Stat. 81-80. 79 Stat. 689. 42 
U.8.C. 3601-3619; 42 U8.C, 3535 (d). 

Subpart A—Purpose and Definitions 

g 105.1 Purpose. 

(a) The regulations set forth In this 
part contain the procedures established 
by the Assistant Secretary for Equal Op¬ 
portunity in the Department of Housing 
and Urban Development for carrying out 
his responsibility with respect to any 
complaint filed with him under section 
810 of title Vm of the Civil Rights Act 
of 1968, Public Law 90-284, 42 US.C. 
3610. 

(b) Where a person charged with a dis¬ 
criminatory housing practice In a com¬ 
plaint filed under section 810 of title 
vm is also prohibited from engaging 
In similar practices under title VI of the 
Civil Rights Act of 1964, 42 UB.C. 
2000d—2000d-5. or Executive Order 
11063 of November 20. 1962, on Equal 
Opportunity in Housing (27 F.R. 11527- 
30, November 24, 1962) or other appli¬ 
cable law. such person may also be sub¬ 
ject to action by the Department of 
Housing and Urban Development or 
other Federal agency under the rules, 
regulations, and procedures prescribed 
from time to time pursuant to title VI 
or Executive Order 11063 or other appli¬ 
cable law. 

§ 105.2 Definition*. 

As used In this part. 

(a) "Assistant Secretary” means the 
Assistant Secretary for Equal Opportu¬ 
nity in the Department of Housing and 
Urban Development. 

(b) “Department” means Department 
of Housing and Urban Development. 

(c) “Discriminatory housing practice" 
means an act that is unlawf ul u nder 
section 804, 805, or 806 of title VIII. 

<d> “Dwelling" means any building, 
structure, or portion thereof which is 
occupied as, or designed or intended for 
occupancy as. a residence by one or more 
families, or any vacant land which Is 
offered for sale or lease for the construc¬ 
tion or location thereon of any such 
building, structure, or portion thereof. 

(e) “Family” includes a single 
individual. 

<f) “Person” includes one or more in¬ 
dividuals, corporations, partnerships, as¬ 
sociations. labor organizations, legal rep¬ 
resentatives. mutual companies. Joint- 
stock companies, trusts, unincorporated 


organizations, trustees, trustees In bank¬ 
ruptcy. receivers, and fiduciaries. 

(g) “State” means any of the sevenU 
States, the District of Columbia, the 
Commonwealth of Puerto Rico, or any 
of the territories and possessions of the 
United States. 

(h) ‘“Title vm" means title vm of the 
Civil Rights Act of 1968, Public Law 90- 
284. 42 U.S.C. 3601-3619. 

(1) “To rent" includes to lease, to sub¬ 
lease, to let. and otherwise to grant for 
consideration the right to occupy prem¬ 
ises not owned by the occupant. 

Subpart B—Procedures for Enforce¬ 
ment of Complaints Against Dis¬ 
criminatory Housing Practices 
§ 105.) 1 SubniiMion of information. 

The Assistant Secretary will receive 
information concerning alleged viola¬ 
tions of title vm from any perron. 
Where the information constitutes a 
complaint within the meaning of title 
VTH and this part, it shall be so recorded 
under 6 105.16. Where additional Infor¬ 
mation U required for purposes of per¬ 
fecting a complaint under title VHI. the 
Department will promptly advise what 
additional information is needed and will 
provide appropriate assistance in the 
filing of such complaint. At the same 
time, if the information disclosed so war¬ 
rants, appropriate enforcement proce¬ 
dures may be initiated by the Department 
under E.O. 11063 on Equal Opportunity 
In Housing or title VI of the Civil Rights 
Act of 1964, and the information may 
also be referred to any other Federal, 
State, or local agency having an interest 
in the matter. 

§ 105.12 Complaint* to be filed bj prr- 
•oils aggrieved. 

Any person who claims to have been 
injured by a discriminatory housing prac¬ 
tice or who believes that he will be ir¬ 
revocably injured by a discriminatory 
housing practice that is about to occur 
On this part called “person aggrieved”! 
may file a complaint no later than 180 
days after the alleged discriminatory 
housing practice occurred. Such com¬ 
plaint may be filed with the assistance 
of an authorized representative of tiie 
person aggrieved, including any organi¬ 
zation acting on behalf of the person 
aggrieved. 

§105.13 Where to file complaint-. 

Complaints may be filed by mail with 
Fair Housing, Department of Housing 
and Urban Development, Washington, 
D.C. 20410, or any regional, area, or 
Insuring Office of the Department. Com¬ 
plaints will be processed through the 
Department’s Regional Administrator 
having Jurisdiction in the State In which 
the alleged discriminatory housing prac¬ 
tice occurred or is about to occur. A list 
of Department Regional Offices with 
their addresses and areas of Jurisdiction 
appears as an appendix to this part. 

§105.14 Content* of complaint- 

Each complaint should contain sub¬ 
stantially the following information: 


FEDERAL REGISTER, VOL 36, NO. 246—WE0NES0AY, DECEMBER 22, 1971 





(a) The name and address of the per* 

son aggrieved. 

(b) The name and address of the per¬ 
son against whom the complaint Is filed 
(•‘respondent”). 

(c) A description and the address of 
the dwelling, which Involves the alleged 
discriminatory housing practice. 

»d> A concise statemeht of the facta, 
including pertinent dates, constituting 
the alleged discrimatory housing prac¬ 
tice. 

§ 105.15 Form of complaint; a rur mi¬ 
nimi*. 

Each complaint shall be in writing and 
signed, and shall be sworn to before a 
notary public, or worn to before a duly 
authorised representative of the Assist¬ 
ant Secretary. Such attestation may be 
made at the time of tlie investigation. 
The Assistant Secretary may also require 
complaints to be made on prescribed 
forms. Complaint forms shall be avail¬ 
able to all persons in any regional, area, 
or insuring office of the Department. 
Appropriate assistance In filling out 
forms and in filing a complaint will 
be rendered by personnel in any of such 
offices. Complaints may be reasonably 
and fairly amended at any time. Notwith¬ 
standing the use of the proscribed form* 
any written statement which substan¬ 
tially sets forth the allegations of a dis¬ 
criminatory housing practice will be ac¬ 
cepted as a title VIII complaint. 

S 103.16 Date of filing of compluint; 
*l»cn notice tames* 

<a > Fo r purposes of section 810(d) of 
title vm, a complaint shall be considered 
to be filed when it is received in such form 
as is found reasonably to meet the stand¬ 
ards of 68 105.14 and 105.15. The person 
aggrieved shall be notified of the date 
of filing and of his right to bring court 
action under sections 810 and 812. The 
SO days provided in section 810(d) of 
title VIII within which a civil action may 
be commenced shall be deemed to begin 
with the receipt by the complainant of 
a notice from the Assistant Secretary 
that he does not Intend to resolve the 
complaint or he is terminating his efforts 
to conciliate the matter. 

(b) At any time after the expiration of 
30 days from the date of the filing of a 
complaint, or upon dismissal of the com¬ 
plaint at any stage of the proceedings, 
the complainant may demand In writing 
that a notice of the occurrence of either 
of such events Issue pursuant to section 
810(d) of title VUI, and the Assistant 
Secretary shall promptly Issue such no¬ 
tice, with copies to all parties. The com¬ 
plainant shah be advised by certified mail 
of the right to request such notice of 
the expiration of the 30-day period. 

(c) in the case of a complaint referred 
to a State or local agency and subse¬ 
quently reactivated by the Assistant Sec¬ 
retary pursuant to 8 105.20. the person 
aggrieved and the respondent shall each 
oo notified of the date of reactivation and 
complainant's right to request a notice 
under paragraph (b) of this section. 

(d) Issuance of notice pursuant to 
Paragraph (b) of this section shall sus¬ 
pend further proceedings by the Dcpart- 
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ment unless the Assistant Secretary de¬ 
termines otherwise. 

(e) Notwithstanding paragraph (a) of 
this section, a complaint may be deemed 
filed, for purposes of the 180-day period 
of section 810(b) of title Vm. upon the 
receipt of written information suffi¬ 
ciently precise to identify the parties and 
describe generally the action or practice 
complained of. Such a complaint may be 
amended, as provided in | 105.15. to cure 
technical defects or omissions, including 
failure to verify the complaint, or to 
clarify and amplify allegations made 
therein, and any amendment shall be 
deemed to be made as of the original 
filing date. 

§ 105.17 Service of complaint; filing of 

omwrrg* 

Upon the filing of a complaint within 
the meaning of 8 105.18(a), and upon any 
amendment of such a complaint, a copy 
thereof shall be furnished the respondent 
by certified mail or through personal 
service by Department representatives. 
The respondent may file an answer to 
the complaint at any time prior to the 
expiration of .7 days after the date the 
complaint is received by him. The answer 
shall be sworn to before a notary public 
or sworn to before a duly authorized 
representative of the Assistant Secretary. 
With leave of the Assistant Secretary an 
answer may be amended at any time and 
sworn to as provided In this section. The 
Assistant Secretary will permit answers 
to be amended whenever he believes it 
would be reasonable and fair to do so. 

S 105.18 Referral* to State or local fair 
housing agencies* 

Whenever the Assistant Secretary de¬ 
termines consistent with Department 
standards that a State or local fair hous¬ 
ing law provides rights and remedies sub¬ 
stantially equivalent to those provided 
by title vm for a person aggrieved by a 
discriminatory housing practice alleged 
in a complaint filed with the Assistant 
Secretary hereunder, the Assistant Sec¬ 
retary shall notify the appropriate State 
or local agency of such complaint. The 
Assistant Secretary shall give the com¬ 
plainant and the respondent notice In 
writing of such referral. Notices under 
this section shall be by certified mall. 

§ 105.19 Su«pf>n»ion of proceedings* 

When a fair housing complaint has 
been referred to a State or local fair 
housing agency pursuant to 8 105.18, 
then proceedings under the regulations 
In this part for title VTU shall bo sus¬ 
pended and no further action shall be 
taken by the Assistant Secretary here¬ 
under except as provided In 8 106.20. 

§ 105220 Kcartivaiioa of referred com¬ 
plain U. 

(a) Whenever proceedings have been 
suspended pursuant to 8 105.19. the As¬ 
sistant Secretary may reactivate the case 
if he certifies that In his judgment the 
protection of the rights of the parties 
or the Interests of Justice require such 
action. 

(b) As a matter of policy, such cer¬ 
tification shall be made routinely when 
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the State or local agency has not com¬ 
menced proceedings within 30 day* fol¬ 
lowing the referral of the complaint to 
it. or having commenced action has not 
carried forth such proceedings with rea¬ 
sonable promptness within the judgment 
of the Assistant Secretary. 

8 105.21 Investigation and drrUIon lo 
rcaolvc. 

(a) Within 30 days after a complaint 
is filed or within 30 days after reactiva¬ 
tion by the Assistant Secretary in the 
case of a complaint referred to a 8tate 
or local agency and subsequently reacti¬ 
vated pursuant to 8 105.20. the Assistant 
Secretary shall investigate the complaint 
and give notice in wnting to the person 
aggrieved and to the respondent If the 
Assistant Secretary intends to take fur¬ 
ther action with respect to the complaint. 

(b) Notwithstanding paragraph (a) of 
this section, where the allegations of a 
complaint on their face, or as a m plifi er ! 
by the statements of the complainant, 
disclose that the complaint is not timely 
filed or otherwise falls to state a valid 
claim for relief under title VUI. the As¬ 
sistant Secretary may dismi** the com¬ 
plaint without further action. 

(c) If the Assistant Secretary decides 
not to resolve a complaint, or to dismiss 
it under paragraph (b) of this section, 
he shall advise the person aggrieved In 
writing of the disposition of the case. 
Respondent shall also be notified In any 
case where he has been served with a 
copy of the complaint. 

<d> The Assistant Secretary may, In 
the processing of a case, utilize, with 
their consent, the services of State or 
local agencies charged with the admin¬ 
istration of fair housing laws or of ap¬ 
propriate Federal agencies. 

(e) Any party adversely affected by a 
determination under paragraph (a) or 
(b) of this section may. within 5 days 
of receipt of notice of a determination, 
request that the Assistant Secretary re¬ 
consider his action. Such request for re¬ 
consideration will be granted only on the 
basis of additional material evidence not 
previously available to the party request¬ 
ing reconsideration or for other good 
cause shown. 

S 105*22 Subpoena*. iulcrrogatorie*, 
am! investigative power*. 

The Assistant Secertary encourages 
voluntary cooperation In his investiga¬ 
tions but will resort to the compulsory 
processes authorized by section 811 of 
title VIII when, in his judgment, such 
resort becomes appropriate in order 
reasonably to expedite handling of com¬ 
plaints. The provisions of section 811 of 
title vm shall apply. In such cases, to 
the Issuance and use of subpoenas by 
the Assistant Secretary on his own be¬ 
half or on behalf of a respondent, and to 
the issuance and use by tlx? Assistant 
Secretary of interrogatories to a re¬ 
spondent; however, the legality of each 
such issuance shall be approved by the 
Oeneral Counsel Payment of witness 
and mileage fees shall be made as pro¬ 
vided for in section 811(c) in an amount 
allowed under the rules governing such 
payment by the U.S. district courts. Fees 


FEDERAL REGISTER, VOt. 36, MO. 246—WEDNESDAY, DECEMBER 22, 1971 




24160 


RULES AND REGULATIONS 


payable to a witness summoned by sub¬ 
poena Issued at the request of a respond¬ 
ent shall be paid by respondent. 

Subpart C—Procedures fo Rectify 

Discriminatory Housing Practices 

§ 105.31 Conference, cone ilia I ion, and 
per* ua» ion. 

1! the Assistant Secretary has decided 
to resolve a complaint, he shall endeavor 
to eliminate or correct the discriminatory 
housing practice alleged therein by bi- 
lormal methods of conference, concilia¬ 
tion, and persuasion. These endeavors 
need not be terminated even if the per¬ 
son aggrieved has commenced a civil ac¬ 
tion in an appropriate court under title 
VIII. but all efforts to obtain voluntary 
compliance shall immedately terminate 
when such civil action comes to trial, 
unless the court specifically requests as¬ 
sistance from the Assistant Secretary', 
or directs otherwise. 

§ 105.32 Conciliation agreement*. 

In conciliating or taking other action 
pursuant to 5 105.31, the Assistant Secre¬ 
tary shall attempt to achieve a Just 
resolution of the complaint and to ob¬ 
tain assurances, where appropriate, that 
the respondent will satisfactorily remedy 
any violations of the rights of the per¬ 
son aggrieved and will take such action 
as will assure the elimination of dis¬ 
criminatory housing practices or the pre¬ 
vention of their occurrence in the fu¬ 
ture. The terms of such settlement shall 
be reduced to a written conciliation 
agreement, signed by both parties, and by 
the Assistant Secretary or his represen¬ 
tative. Such conciliation agreement shall 
seek to protect the interests of the com¬ 
plainant. his group, and the public in¬ 
terest. Written notice of disposition of 
a case pursuant to S 105.31 and of the 
terms of settlement shall be given to the 
parties by the Assistant Secretary’ or his 
representative. The Assistant Secretary 
may. from time to time, review compli¬ 
ance with the terms of any settlement 
agreement and may, upon a finding of 
noncompliance, take such enforcement 
action as is provided for under the settle¬ 
ment agreement or as may otherwise be 
appropriate. 

B 105.33 Inability to obtain voluntary 

compliance. 

Should a respondent fail or refuse to 
confer with the Assistant Secretary or 
his representative, or fail or refuse to 
make a good faith effort to resolve any 
dispute, or should the Assistant Secretary 
find for any other reason that voluntary 
agreement is not likely to result, the 
Assistant Secretary may terminate his 
efforts to conciliate the dispute. In such 
event, the parties shall be notified 
promptly in writing that such efforts 


have been unsuccessful, and the com¬ 
plainant will be notified of his legal 
rights in regard to his complaint. 

B 105.34 Notification *hcrc voluntary 
compliance i* not obtained. 

The person aggrieved shall be notified 
In writing by registered or certified mail 
when the Assistant Secretary’ has deter¬ 
mined that he is unable to obtain 
voluntary compliance through informal 
methods of conference, conciliation, or 
persuasion. The 30 days provided in sec¬ 
tion 810(d) of title Vin within which a 
civil action may be commenced shall be 
deemed to begin upon the receipt of such 
notice. 

§ 105.35 Confidentiality of conciliation 
conferences. 

Once the Assistant Secretary has de¬ 
cided to resolve a complaint under title 
VIII and respondent has ngreed to par¬ 
ticipate in Informal endeavors by the 
Assistant Secretary for such purposes, 
nothing that is said or done thereafter, 
during and as a part of the Assistant 
Secretary's endeavors to resolve the com¬ 
plaint by informal methods of confer¬ 
ence, conciliation, and persuasion, may 
be made public, or used as evidence in a 
subsequent proceeding under title VIII. 
without the written consent of the per¬ 
sons concerned. 

§ 105,36 Other net ion by the AoUtant 
Secretary. 

If voluntary compliance has not been 
obtained and the Assistant Secretary has 
terminated efforts at conciliation In a 
case where after evaluation of the inves¬ 
tigation the evidence on balance indi¬ 
cates there has been a discriminatory 
housing practice, the Assistant Secretary 
may pursue one or more of the follow¬ 
ing courses of action: 

<a> Recommend to the Attorney Gen¬ 
eral of the United States that he insti¬ 
tute a civil action under section 813 of 
title VIII for relief against a pattern or 
practice of resistance to the full enjoy¬ 
ment of any of the rights granted by 
said title or a denial of rights under the 
title to a group of persons raising an 
issue of general public importance. 

<b> Refer the matter to the Attorney 
General for such other action as he may 
deem appropriate. 

<c> Institute enforcement proceedings 
under E.O. 11063 or title VI of the Civil 
Rights Act of 1964, In accordance with 
regulations and procedures prescribed 
therefor. 

(d) Inform any other Federal agency 
appearing to have an interest in the en¬ 
forcement of respondent's obligations 
with respect to discrimination in 
housing. 
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SUBCHAPTER B—EMPLOYMENT ANO BUSINESS 
OPPORTUNITY 

PART 130—EQUAL EMPLOYMENT OP¬ 
PORTUNITY UNDER HUD CON¬ 
TRACTS AND HUD ASSISTED CON¬ 
STRUCTION CONTRACTS 

8ec. 

130.1 Purport*. 

130.5 Definition*. 

130.10 Rraponalbllltle® 

130.15 Equal opportunity clause. 

130.20 Exemptions. 

130.25 Award of contracts. 

13030 Affirmative action compliance pro¬ 
grams—nonconst ruction con¬ 

tracts. 

130.35 Affirmative action compliance pro¬ 
grams—construction contra ci? 
130.40 Prebid requirements and confer¬ 
ence*. 

130.45 Participation In areawide equal em¬ 
ployment opportunity program 
130.50 Reports and other required infor¬ 
mation. 

130 55 Compliance reviews. 

130.60 Complaint procedure. 

130.65 Hearings and sanction* 

130 70 Intimidation and Interference. 
130.75 Segregated facilities certificate 
130 80 Solicitations or advertisement for 
employee*. 

130.05 Access to record of employment 
130.00 Notices to be posted. 

130.05 Program directives and instructions 
130 100 Effective date. 

ACTHoamr : The provisions of this Part 130 
issued under sec. 301, Executive Order 11246. 
30 P.R. 12310; and 41 CFR 60-1.6(0). 

§ 130.1 Purpose. 

This part prescribes standard* and 
procedures for the Department of Hom¬ 
ing and Urban Development in the im¬ 
plementation of its responsibilities as * 
compliance agency under Executive 
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Order 11246; the rules and regulations 
of the Secretary of Labor, codified In 41 
CFR Chapter 60. prescribed thereunder; 
and other rules, orders, instructions, 
designations, and directives issued by the 
Office of Federal Contract Compliance, 
Department of Labor. 

§ 130.5 Definition*. 

fa) “Administering agency" means 
any department, agency, and establish¬ 
ment in the executive branch of the Gov¬ 
ernment* Including any wholly owned 
Government corporation, which admin¬ 
isters a program involving federally 
assisted construction contracts. 

<b) “Agency" means any contracting 
or any administering agency of the 
Government. 

<c> “Applicant” means an applicant 
for Federal assistance from the Depart¬ 
ment Involving a construction contract, 
or other participant in a program in¬ 
volving a construction contract as deter¬ 
mined by the Department. The term also 
includes such persons after they became 
recipients of such Federal assistance. 

(d) “Compliance Agency" means the 
agency designated by the Director on a 
geographical, industry, or other basis to 
conduct compliance reviews and to un¬ 
dertake such other responsibilities in 
connection with the administration of 
the order as the Director may determine 
to be appropriate. In the absence of such 
a designation the Compliance Agency 
will be determined as follows: 

1 1) In the case of a prime contractor 
not involved in construction work, the 
Compliance Agency will be the agency 
whose contracts with the prime con¬ 
tractor have the largest aggregate dollar 
value; # 

(2) In the case of a subcontractor not 
involved in construction work, the Com¬ 
pliance Agency will be the Compliance 
Agency of the prime contractor with 
which the subcontractor has the largest 
Aggregate value of subcontracts or pur¬ 
chase orders for the performance of 
work under contracts; 

(3) In the case of a prime contractor 
or subcontractor involved in construc¬ 
tion work, the Compliance Agency for 
each construction project will be the 
agency providing the largest dollar value 
for the construction projects; and 

<4) In the case of a contractor who is 
both a prime contractor and subcon¬ 
tractor. the Compliance Agency will be 
determined as if such contractor Ls a 
prime contractor only. 

<e> “Construction work” means the 
construction* rehabilitation, alteration, 
conversion, extension, demolition or re¬ 
pair of buildings, highways, or other 
clunges or improvements to real prop¬ 
erty. including facilities providing utility 
services. The term also Includes the 
supervision, inspection, and other onsite 
functions incidental to the actual con¬ 
struction. 

(f) “Contract” means any Govern- 
oient contract or any federally assisted 
construction contract. 

(g) “Contractor” means, unless other¬ 
wise indicated, a prime contractor or 
subcontractor. 
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(h) “Department” means the Depart¬ 
ment of Housing and Urban Develop¬ 
ment. 

(i) “Director” means the Director, 
Office of Federal Contract Compliance. 
UB. Department of Labor, or any per¬ 
son to w T hom he delegates authority 
under the regulations of the Secretary 
of Labor. 

(J) “Equal opportunity clause” means 
the contract provisions set forth in 
8 8.15 'a > or (b). as appropriate. 

<k» “Facilities” as used in 8 130.75. in¬ 
cludes, but is not limited to waiting 
rooms, work areas, restaurants and other 
eating areas, time clocks, restrooms, 
wash rooms, locker rooms and other stor¬ 
age or dressing areas, parking lots, drink¬ 
ing fountains, recreation or entertain¬ 
ment areas, transportation, and housing 
facilities provided for employees. 

(D “Federally assisted construction 
contract" means any agreement or modi¬ 
fication thereof between any applicant 
and any person for construction work 
which Is paid for in whole or in part 
with funds obtained from the Govern¬ 
ment or borrowed on the credit of the 
Government pursuant to any Federal 
program involving a grant, contract 
loan. Insurance, or guarantee, or under¬ 
taken pursuant to any Federal program 
involving such grant, contract, loan, in¬ 
surance, or guarantee, or any applica¬ 
tion or modification thereof approved 
by the Department for a grant, contract, 
loan, insurance, or guarantee under 
which the applicant itself participates 
in the construction work. 

<m) “Government” means the Gov¬ 
ernment of the United States of America. 

(n) “Government contract” means 
any agreement or modification thereof 
between any contracting agency and any 
person for the furnishing of supplies or 
services or for the use of real or personal 
property, including lease arrangements. 
Services, as used in this section includes, 
but is not limited to. the following serv¬ 
ices: Utility, construction, transporta¬ 
tion, research, insurance, and fund de¬ 
pository. Government contract does not 
Include (1) agreements in which the 
parties stand in the relationship or em¬ 
ployer and employee, and (2) federally 
assisted construction contracts. 

(o) “Hearing officer” means the in¬ 
dividual or board of individuals desig¬ 
nated to conduct hearings. 

(p) “Modification” means any altera¬ 
tion In the terms and conditions of a 
contract, including supplemental agree¬ 
ments, amendments, and extensions. 

(q) “Order” means Parts n. m. and 
IV of Executive Order 11240, dated Sep¬ 
tember 24, 1965 (30 Fit. 12319), as 
amended by Executive Order 11375 dated 
October 13, 1967 (32 Fit. 14303). and 
any Executive Order amending or super¬ 
seding such orders. 

(r) “Person” means any natural per¬ 
son, corporation, partnership, unincor¬ 
porated association. State or local gov¬ 
ernment, and any agency. Instrumental¬ 
ity. or subdivision of such a government. 

<s) “Prime contractor” means any 
person holding a contract, and for the 
purposes of Subpart B (General En¬ 
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forcement, Compliance Review, and 
Complaint Procedure) of the ”rules and 
regulations”, any person who has held 
a contract subject to the order. 

(t) “Recruiting and training agency” 
means any person who refers workers 
to any contractor or subcontractor, or 
who provides or supervises apprentice¬ 
ship or training for employment by any 
contractor or subcontractor. 

(u) “Rules, regulations, and relevant 
orders” of the Secretary of Labor used 
in paragraph (4) of the equal opportu¬ 
nity cIausc means rules, regulations, and 
relevant orders of the Secretary of Labor 
or his designee Issued pursuant to the 
order. 

<v) “Secretary” means the Secretary 
of Housing and Urban Development. 

(w) “Site of construction” means the 
general physical location of any build¬ 
ing, highway, or other change or im¬ 
provement to real property which is 
undergoing construction, rehabilitation, 
alteration, conversion, extension, demo¬ 
lition. or repair and any temporary loca¬ 
tion or facility at which a contractor, 
subcontractor, or other participating 
party meets a demand or performs a 
function rclaUng to the contract or sub¬ 
contract. 

(x) “Subcontract" means any agree¬ 
ment or arrangement between a con¬ 
tractor and any person (in which the 
parties do not stand in the relationship 
of an employer and an employee): 

(1) For the furnishing of supplies or 
services or for the use of real or personal 
property. Including lease arrangements, 
which, in whole or in part, is necessary 
to the performance of any one or more 
contracts; or 

•(2) Under which any portion of the 
contractor’s obligation under any one 
or more contracts is performed, under¬ 
taken or assumed. 

(y) “Subcontractor” means any per¬ 
son holding a subcontract and. for the 
purposes of Subpart B (General En¬ 
forcement; Compliance Review, and 
Complaint Procedure) of the “rules and 
regulations.” any person who has held a 
subcontract subject to the order. The 
term “First-tier subcontractor” refers to 
a subcontractor holding a subcontract 
with a prime contractor. 

(x) "United States” as used herein 
shall include the several States, the Dis¬ 
trict of Columbia, the Commonwealth 
of Puerto Rico, the Panama Canal Zone, 
and the possessions of the United States. 

§ 130,10 Rc»pon«ibilftifs. 

(a) General. The Department of 
Housing and Urban Development is re¬ 
sponsible for: (1) Implementing the 
requirements of the order, the ”rules and 
regulations.” OFCC directives and all 
other rules, regulations, and orders 
issued pursuant thereto, and (2) obtain¬ 
ing the compliance of all contractors for 
which the Department is the Compliance 
Agency. 

(b) Contract Compliance Officer 
(CCO>. The Assistant Secretary for 
Equal Opportunity has been designated 
the Contract Compliance Officer (CCO) 
for the Department by the Secretary (35 
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Fit. 7138, May 8, 1970). and Is respon¬ 
sible for developing and administering 
the Department’s program under the 
order. 

(c) General Deputy Contract Compli¬ 
ance Officer tGDCCO). The Deputy 
Assistant Secretary for Equal Oppor¬ 
tunity has been designated the General 
Deputy Contract Compliance Officer 
<GDCCO) for the Department by the 
Secretary (38 Fit. 7138. May 6. 1970). 
to assist the Contract Compliance Officer 
in the performance of his duties. He is 
authorized to exercise the authority 
delegated to the Contract Compliance 
Officer. 

(d) Deputy Contract Compliance Offi¬ 
cer iDCCO). Each Assistant Regional 
Administrator for Equal Opportunity 
has been designated by the Contract 
Compliance Officer as Deputy Contract 
Compliance Officer (DCCO) for the 
Region in which he serves. Deputy Con¬ 
tract Compliance Officers are responsible 
for field administration of programs of 
contract compliance in conformity with 
directives and guidelines promulgated by 
the Contract Compliance Officer. 

<e> Heads of Program Areas. Assistant 
Secretaries of the Department who are 
authorized to extend Federal financial 
assistance which Involves construction 
work shall be responsible for effectuat¬ 
ing the Order, “rules and regulations." 
OFCC directives, this Part 130. directives 
of the Department and all other rules, 
regulations, and orders issued pursuant 
thereto as they relate to construction 
contracts financially assisted by the 
Department. 

§ 150.15 Equal opportunity clause- 

(a) Government contracts . Except as 
otherwise provided, the following equal 
opportunity clause contained in section 
202 of the Order shall be Included in 
each Government contract entered into 
by the Department (and modification 
thereof if not included in the original 
contract): 

During the performance of thU contract, 
the contractor agree* aa follows: 

(1) The contractor will not discriminate 
against any employee or applicant for em¬ 
ployment because of raoe. color, religion, sex. 
or national origin. The contractor will take 
affirmative action to ensure that apptlcanU 
are employed, and that employee* are treated 
during employment, without regard to their 
race, color, religion, sex. or national origin. 
Such action ahaU include, but not be limited 
to. the following: Employment, upgrading, 
demotion, or transfer, recruitment or recruit¬ 
ment advertising: layoff or termination: 
rates of pay or other forma of compensation; 
and selection for training, including appren¬ 
ticeship. The contractor agrees to poet in 
conspicuous places, available to employees 
and applicants for employment, notice* to be 
provided by the contracting officer Betting 
forth the provisions of this nondiscrimina¬ 
tion clause. 

(3) The contractor will, In all solicitations 
or advertisements for employees placed by 
or on behalf of the contractor, state that 
all qualified applicants will receive consid¬ 
eration for employment without regard to 
race, color, religion, aex. or national origin. 

(8) The contractor wlU tend to each labor 
union or repeaentatlve of worker* with which 
he has a collective bargaining agreement or 


other contract or understanding, a notice to 
be provided by the Department’s contract¬ 
ing officer, advising the labor union or 
workers' representative of the contractor's 
commitments under section 302 of Executive 
Order 11246 of September 24. 1966. and shall 
post ocpice of the notice in conspicuous 
places available to employees and applicants 
for employment. 

(4) The contractor will oomply with all 
provision* of Executive Order 11246 of Sep¬ 
tember 24. 1966. and of the rule*, regula¬ 
tions, and relevant order* of the secretary 


of Labor. 

(6) The contractor will furnish all infor¬ 
mation and reporta required by Executive 
Order 11246 of September 24. 1966. and by 
the rulee. regulations, and orders of the 
Secretary of Labor, or pursuant thereto, and 
frill permit access to hi* book*, reoord*. *nd 
account® by the Department and the Secre¬ 
tary of Labor far purpose* of Investigation 
to ascertain compliance with such rule*. 


regulations, and order*. 

(6) In the event of the contractors non- 
oompliance with the nondiscrimination 
clauses of this contract or with any of *uch 
rules, regulations, or order*. thU oontroct 
may be canceled, terminated or suspended 
in whole or In part and the contractor may 
be declared Ineligible for further Govern¬ 
ment contract* In accordance with proce¬ 
dures authorized tn Executive Order 11246 
of September 34. 1966. and such other aanc- 
tlons may be Imposed and remedies Invoked 
a* provided in Executive Order 11346 of 
September 26. 1966. or by rule, regulation, 
or order of the Secretary of Labor, or as 
otherwise provided by law. 

(7) The contractor will include the provi¬ 
sions of paragraphs (1) through (7) in every 
subcontract or purchase order unless ex¬ 
empted by rule*, regulation*, or orders of the 
Secretary of Labor issued pursuant to section 
204 of Executive Order 11346 of September 24, 
1968, so that such provisions will be binding 
upon each subcontractor or vendor. The 
contractor will take such action with respect 
to any subcontract or purchase order as the 
Department may direct a* a means of en¬ 
forcing such provisions Including sanctions 
for non compliance: Provided, however. That 
In the event the contractor becomes Involved 
in, or la threatened with, litigation with a 
subcontractor or vendor aa a result of such 
direction by the Department, the contractor 
may request the United State* to enter Into 
such litigation to protect the Interest* of 

ITnitPd 


(b) Federally assisted construction 
contracts. Except u otherwise provided, 
the following language shall be included 
as a condition of any grant, contract, 
loan, insurance, or guarantee involving 
federally assisted construction which is 
not exempt from the requirements of the 
equal opportunity clause: 

The applicant hereby agree* that It will 
Incorporate or cause to be Incorporated Into 
any contract for construction work or modi¬ 
fication thereof, a* defined In the regulation* 
of the Secretary of Labor at 41 CFR Chapter 
60, which Is paid for in whole or In part with 
funds obtained from the Federal Government 
or borrowed on the credit of the Federal 
Government pursuant to a grant, contract, 
loan, insurance, or guarantee, or undertaken 
pursuant to any Federal program Involving 
such grant, contract, loan. Insurance, or 
guarantee, the following equal opportunity 
clause: 

During the performance of this contract, 
the contractor agrees aa follows: 

(1) Tha contractor will not discriminate 
against any employee or applicant for em¬ 
ployment because of race, oolor, religion, aex. 


or national origin. The contractor will tav 0 
affirmative action to ensure that applicants 
are employed, and that employee* are treated 
during employment, without regard to their 
race, oolor. religion, sex. or national origin 
Such action shall include, but not be limited 
to, the following: Employment, upgrading, 
demotion, or transfer; recruitment or re. 
crultment advertising; layoff or terminal. on; 
rates of pay or other forms of compens*: 
and selection for training, including appren¬ 
ticeship. The contractor agrees to po*t in 
conspicuous places. Available to employee* 
and applicant* for employment, notice* to 
be provided setting forth the provisions of 
this nondiscrimination dauac. 

(2) The contractor will. In all solicitations 
or advertisement* for employee* placed by or 
on behalf of the contractor, state tha*. all 
qualified applicant* will reoelv* oon*itt*r&- 
tlon for employment without regard to race, 
color, religion, aex. or national origin. 

(3) The contractor will send to each labor 
union or representative of worker* with 
which be ha* a collective bargaining agree, 
ment or other contract or understand;; / a 
notice to be provided by the Contract Com- 
pi lance Officer advising the said labor union 
or workers' representatives of the contractor's 
commitment under this section, and than 
post copies of the notice In conaptc.jci'.u 
places available to employees and applicants 
for employment. 

(4) The contractor will comply wtth all 
provisions of Executive Order 11246 of Sep¬ 
tember 34. 1966. and of the rule*, regular i:> 
and relevant order* of the 8*creur. ot 
Labor. 

(6) The contractor will furnish all infor¬ 
mation and reporta required by Executive 
Order 11246 of September 24, 1966, and by 
rules, regulations and order* of the Secre¬ 
tary of Labor, or pursuant thereto, and will 
permit access to hi* books, record*, and ac¬ 
counts by the Department and the Secretary 
of Labor for purposes of tnvsstigau n to 
ascertain compliance with such rules, regu¬ 
lations. and orders. 

(6) In the event of the contractor * non- 
compliance with the nomUscrlmi! !>n 
clauses of this contract or with any of the 
said rules, regulations, or orders, this con¬ 
tract may be cancelled, terminated, or sus¬ 
pended in whole or In part and the contractor 
may be declared ineligible for further Gov¬ 
ernment contracts or federally salted 
construction contracts In accordance with 
procedures authorized in Executive Order 
11246 of September 24. 1966. or by rule, regu¬ 
lation. or order of the Secretary of Labor, 
or as otherwise provided by law. 

(7) The contractor will Include the por¬ 
tion of the sentence Immediately preceding 
paragraph (1) and the provision* of para¬ 
graphs (1) through (7) in every subcon¬ 
tract or purchase order unless exempted by 
rule*, regulations, or order* of the Secret ary 
of Labor Issued pursuant to section 204 of 
Executive Order 11246 of September 24. 1965. 
so that such provisions will b* binding upon 
each subcontractor or vendor. The contractor 
will take such action with respect to any 
subcontract or purchase order as the De¬ 
partment may direct aa a means of enforcing 
such provisions, Including sanctions for 
noncompllanoe: Prortdfd, however , That tn 
the event a contractor becomes involved in. 
or Is threatened with, litigation with a sub¬ 
contractor or vendor as a r**ult of such di¬ 
rection by the Department, the contractor 
may request the United State* to enter into 
such litigation to protect the Interest of the 
United States. 

The applicant further agrees that It wffi 
be bound by the above equal opportunity 
clause with respect to Its own employin '* a 
practices when it participates 
assisted construction work: Provided. 
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if the applicant so participating U a State 
r»: local government, the above equal op¬ 
portunity clause is not applicable to any 
agency, instrumentality or subdivision of 
»uch government which does not participate 
in work on or under the contract. 

The applicant agrees that It wilt assist and 
cooperate actively wltb the Department and 
the Secretary of Labor In obtaining the com¬ 
pliance of contractors and subcontractors 
with the equal opportunity clause and the 
rule*, regulations, and relevant orders of the 
Secretary of Labor: that It will furnish the 
Department and the Secretary of Labor such 
Information as they may require for the su¬ 
pervision of such compliance: and that It wUl 
otherwise assist the Department In the dis¬ 
charge of Its primary responsibility for secur¬ 
ing compliance. 

The applicant further agrees that It will 
refrain from entering into any contract or 
contract modification subject to Executive 
Order 11346 of September 24. 1965. with a 
contractor debarred from, or who has not 
demonstrated eligibility for. Government 
contracts and federally assisted construction 
contracts pursuant to the Executive order 
and will carry out such sanctions and pen¬ 
alties for violation of the equal opportunity 
clause as may be tmposed upon contractors 
and subcontractors by the Department or the 
Secretary of Labor pursuant to Part II. Sub- 
part D of the Executive order. In addition, 
the applicant agrees that If it falls or re¬ 
fuses to comply with these undertakings, the 
Department may take any or all of the fol¬ 
lowing actions: Cancel, terminate, or suspend 
in whole or in part this grant (contract, loan. 
Insurance, guarantee). refrain from extend¬ 
ing any further assistance to the applicant 
under the program with respect to which the 
failure or refusal occurred until satisfactory 
assurance of future compliance has been re¬ 
ceived from such applicant; and refer the 
esse to the Department of Justice for appro¬ 
priate legal proceedings. 

(c> Subcontracts. Each nonexempt 
prune contractor or subcontractor shall 
Include the equal opportunity clause In 
each of its nonexempt subcontracts. 

<d> Incorporation by reference. The 
equal opportunity clause may be Incorpo¬ 
rated by reference In Government bills 
of lading, transportation requests, con¬ 
tracts fof deposit of Government funds, 
contracts for issuing and paying U.S, 
savings bonds and notes, contracts and 
subcontracts less than $50,000 and such 
other contracts as the Director may 
designate. 

<e) Incorporation by operation of the 
order and departmental regulations. By 
operation of the order, the equal oppor¬ 
tunity clause shall be considered to be 
* part of every contract and subcontract 
required by the order, the “rules and 
regulations” and these regulations to In¬ 
clude such a clause whether or not it Is 
Physically incorporated In such con¬ 
tracts. The clause is applicable to every 
nonexempt contract where there is no 
written contract between the Depart¬ 
ment and the contractor. 

<f> Adaptation of language. 8uch nec¬ 
essary changes In language may be made 
Jn the equal opportunity clauses as shall 
** appropriate to identify properly the 
parties and their undertakings. 

§ 130.20 Exemption*. 

* a) General —(1) Transactions of 
*10.000 or under. Contracts and subcon¬ 
tracts not exceeding $10,000. other than 
Government bills of lading, are exempt 
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from the requirements of the equal op¬ 
portunity clause. In determining the ap¬ 
plicability of tills exemption to any fed¬ 
erally assisted construction contract, or 
subcontract thereunder, the amount of 
such contract or subcontract rather than 
the amount of the Federal financial as¬ 
sistance shall govern. The Department, 
applicants, contractors, and subcontrac¬ 
tors shall not procure supplies or serv¬ 
ices in less than usual quantities to avoid 
applicability of the equal opportunity 
clause. 

<2> Contracts and subcontracts for in - 
definite quantities. With respect to con¬ 
tracts and subcontracts for indefinite 
quantities < including, but not limited to. 
open-end contracts, requirement-type 
contracts. Federal Supply Schedule con¬ 
tracts. “call-type” contracts, and pur¬ 
chase notice agreements). the equal op¬ 
portunity clause sliali be Included un¬ 
less the purchaser has reason to believe 
that the amount to be ordered in any 
year under such contract will not exceed 
$10,000. The applicability of the equal 
opportunity clause shall be determined 
by the purchaser at the time of award for 
the first year, and annually thereafter 
for succeeding years. If any. Notwith¬ 
standing the above, the equal opportun¬ 
ity clause shall be applied to such con¬ 
tract whenever the amount of a single 
order exceeds $10,000. Once the equal 
opportunity clause is determined to be 
applicable, the contract shall continue to 
be subject to such clause for Its duration, 
regardless of the amounts ordered, or 
reasonably expected to be ordered in any 
year. 

<3> Work outside the United States. 
Contracts and subcontracts are exempt 
from the requirements of the equal op¬ 
portunity clause with regard to work 
performed outside the United States by 
employees who were not recruited within 
the United States. 

(4) Contracts with State or local gov¬ 
ernments. The requirements of the equal 
opportunity clause in any contract or 
subcontract with a State or local govern¬ 
ment (or any agency. Instrumentality or 
subdivision thereof) shall not be applica¬ 
ble to any agency, instrumentality or 
subdivision of such government which 
does not participate in work on or under 
the contract or subcontract. In addition. 
State and local governments are exempt 
from the requirements of filing the an¬ 
nual compliance report provided for by 
5 130.50 and maintaining a written af¬ 
firmative action compliance program 
prescribed in 55 130.30 and 130.35. 

(b) Specific contracts and facilities not 
connected with contracts. The equal op¬ 
portunity clause will not be required to 
be Included in any contract or sub¬ 
contract exempted by the Director under 
the provisions of 41 CFR 60-1.5<b) (1) 
or (2) provided such exemption has not 
been withdrawn under the provisions of 
41 CFR 60-1.5(d). 

(c) National security. Any require¬ 
ment set forth in the regulations in this 
part shall not apply to any contract or 
subcontract whenever the Secretary de¬ 
termines that such contract or subcon¬ 
tract is essential to the national security 
and that its award without complying 
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with such requirement is necessary to 
the national security. Upon making such 
a determination, the Secretary will notify 
the Director in writing within 30 days. 

§ 130.25 Award of contractu. 

(a) All Contracting Officers and all 
officers who approve applications for 
Federal financial assistance involving a 
construction contract, shall prior to ap¬ 
proval follow either of the procedures 
in subparagraphs (1) or <2> of this 
paragraph: 

(1) Notify the Contract Compliance 
Officer or appropriate Deputy as soon as 
practicable of the impending award of 
each nonexempt construction contract 
In excess of $100,000. the name and ad¬ 
dress of the prime contractor, antici¬ 
pated tune of performance, name and 
address of each known subcontractor 
and whether the prime contractor and 
known subcontractors have: 

<i) Participated In any previous con¬ 
tract subject to the equal opportunity 
clause, and 

(U) Filed with the Joint Reporting 
Committee, the Director, an agency, or 
the Equal Employment Opportunity 
Commission all reports due under the 
applicable filing requirements. 

<2> Consult a list (supplied by the 
Contract Compliance Officer) of con¬ 
tractors who have previously been found 
to be in noncompliance with equal op¬ 
portunity requirements. In the event of 
an impending award to any contractor 
on such list, the Contract Compliance 
Officer or appropriate Deputy shall be 
advised and the procedures of para¬ 
graph <b). (c). and <d> of this section 
shall be followed. 

<b) The Contract Compliance Officer 
or appropriate Deputy shall review the 
available information relative to the 
prospective prime contractor’s equal op¬ 
portunity compliance status and notify 
the Contracting Officer or Approving Of¬ 
ficer of any deficiencies found to exist. 
A copy of such report shall be forwarded 
to the Director. 

(c) Contracting Officers or Approving 
Officers shall: (1) Notify the bidder, of¬ 
feror, or applicant of any deficiencies 
found to exists by the Contract Compli¬ 
ance Officer or appropriate Deputy, and 
(2) direct any bidder, offeror, or appli¬ 
cant so notified to negotiate with the 
Contract Compliance Officer and to take 
such actions as the Contract Compliance 
Officer may require. 

<d> The award of any such contract 
shall be conditioned upon the Contract 
Compliance Officer’s notification to the 
Contracting Officer or Approving Officer 
that the bidder, offeror, or applicant has 
taken action or has agreed to take action 
satisfactory to the Contract Compliance 
Officer, appropriate Deputy, or the head 
of the agency as provided in 5 130.55(a). 
Any such agreement to take action shall 
be stated in the contract, if the Contract 
Compliance Officer so requires. 

<e) In the case of nonconstructlon con¬ 
tracts. all Contracting Officers shall: 

(1) Notify the Contract Compliance 
Officer as soon as practicable of the im¬ 
pending award of each nonexempt, non- 
construetion Government contract in ex¬ 
cess of $50,000. the name and address of 
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the prime contractor, anticipated time 
of performance, name and address of 
each known subcontractor and whether 
the prime contractor and known subcon¬ 
tractors have: 

(i) Participated In any previous con¬ 
tract or subcontract subject to the equal 
opportunity clause: 

<U) Filed with the Joint Reporting 
Committee, the Director, an agency, or 
the Equal Employment Opportunity 
Commission all reports due under the 
applicable filing requirements: and 

Oil) Developed and have on file at 
each establishment affirmative action 
programs pursuant to Part 60-2 of the 
"rules and regulations." 

<2> The Contract Compliance Officer 
shall notify the Compliance Agency (des¬ 
ignated pursuant to the Director’s Order 
No. 1 and 41 CFR 60-1.3(d>> of the im¬ 
pending award of each contract cov¬ 
ered by subparagraph (1) of this 
paragraph. Based upon the information 
furnished by the Compliance Agency, the 
Contract Compliance Officer shall advise 
the Contracting Officer to take such ac¬ 
tion with respect to the impending award 
as may be appropriate pursuant to the 
rules, regulations, and relevant orders 
of the Secretary of Labor and this Part 
130. 

(f) The invitation for bids for each 
formally advertised nonconstruction 
contract, shall include a notice, and De¬ 
partment officials shall state at the out¬ 
set of negotiations for each negotiated 
contract, that If the award, when let, 
should exceed the amount of $1 million, 
the prospective contractor and his known 
first-tier subcontractors with subcon¬ 
tracts of $1 million or more will be sub¬ 
ject to n compliance review before the 
award of the contract. No such contract 
shall be awarded unless a preaward com¬ 
pliance review of the prospect!vc con¬ 
tractor and his known first-tier $1 
million subcontractors has been con¬ 
ducted by the Compliance Agency within 
12 months prior to the award. If an 
agency other than the Deportment Is the 
Compliance Agency, the Department will 
notify the Compliance Agency and re¬ 
quest appropriate action and findings In 
accordance with this paragraph. In order 
to qualify for the award of a contract, 
a contractor and such first-tier subcon¬ 
tractors must be found to be in compli¬ 
ance pursuant to Part 60-2 of the "rules 
and regulations." 

(g> A preaward compliance review may 
be conducted prior to award of contracts 
In any case where the CCO has reason¬ 
able grounds, based on a complaint, the 
Department’s own investigation, or 
otherwise, to believe that the contractor 
or subcontractor Is unable or unwilling 
to comply with the requirements of the 
equal opportunity clause. (Such reviews 
arc in addition to those required pur¬ 
suant to paragraph (f) of this section.) 

§ 130.30 Affirmative action compliance 
program*-—nonconstruction con¬ 
tract*. 

Order No. 4 (41 CFR Part 60-2). issued 
by the Secretary of Labor, sets forth re¬ 
quirements for the development of 
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affirmative action compliance programs 
for nonconstruction contractors. 

5 130.35 Affirmative action compliance 
program*—construction contract*. 

(a) Requirement* of programs. The 
Department or the applicant shall re¬ 
quire each Federal or federally assisted 
construction prime contractor on proj¬ 
ects costing $1 million or more, regard¬ 
less of the number of employees, and 
each Federal or federally assisted con¬ 
struction prime contractor and subcon¬ 
tractor shall require each subcontractor 
on projects costing $1 million or more 
with a subcontract of $100,060 or more, 
regardless of the number of employees, to 
develop a written affirmative action com¬ 
pliance program. 

(b) Purposes. The purposes of the 
written affirmative action program are: 

(1) To identify areas of employment, 
employment policies and practices which 
require action by the contractor or sub¬ 
contractor to assure equal employment 
opportunity to all employees and appli¬ 
cants for employment without regard to 
race, color, religion, sex, or national 
origin: 

(2) To analyse these areas, policies, 
and practices to determine what actions 
by the contractor or subcontractor will 
be most effective in assuring equal 
opportunity: and 

(3) To establish a plan to achieve em¬ 
ployment opportunity through those ac¬ 
tions identified as potentially most 
effective. 

§ 130.10 Prrlml requirement* ami con¬ 
ference*, 

(a) In any area or for any class of 
contracts designated by the Director, or 
by the CCO. no bid invitations will be 
issued for any Federal or federally as¬ 
sisted construction contract unless such 
bid invitation contains definite minimum 
standards for affirmative action and a 
statement that contractors and subcon¬ 
tractors must meet such minimum stand¬ 
ards to be eligible for award. 

(b) Whenever the submission of a 
written affirmative action program is re¬ 
quired before the award of a contract, 
definite minimum standards for such 
program shall be incorporated in the bid 
invitations or requests for proposal issued 
in connection with such contracts. 

(c) When the Director or CCO so re¬ 
quires. a prebid conference will be held 
in which the minimum standards for 
affirmative action will be explained to 
those In attendance. All known prospec¬ 
tive bidders will be notified of the date, 
time, and place of the prebid conference. 

(d) Bids which fail to meet the stand¬ 
ards prescribed shall be deemed nonre- 
aponsive and will not be considered for 
award. 

g 130.45 Participation In areawtde 
equal employment opportunity pro¬ 
gram*. 

Any contractor who Is a participant 
in. or Is a member of an organization or 
association which participates In, an 
areawide equal employment opportunity 
program which is approved by the De¬ 


partment and the Office of Federal Con¬ 
tract Compliance for the purpose of ef¬ 
fectuating the goals of Executive Order 
11246. may be deemed to be in compliance 
with the order by virtue of such par¬ 
ticipation and shall be exempt from the 
requirement of developing and main¬ 
taining a written affirmative action pro¬ 
gram. unless required to do so under 
the areawidc equal employment op¬ 
portunity program. 

g 130.50 Report* and other required in. 
formation. 

(a) Requirements for prime contrac¬ 
tors and subcontractors. (1) Each prime 
contractor shall file, and each prime con¬ 
tractor and subcontractor shall cause its 
subcontractors to file annually, on or 
before the 31st day of March, complete 
and accurate reports on Standard Form 
100 (EEO-1) promulgated Jointly by the 
Office of Federal Contract Compliance, 
the Equal Employment Opportunity 
Commission and Plans for Progress or 
such form as may hereafter be promul¬ 
gated in its place if such prime con¬ 
tractor or subcontractor (1) is not exempt 
from the provisions of the "rules imd 
regulations’’ In accordance with 41 CFR ^ 
60-1.5; ill) has 100 or more employees: 
(ill) is a prime contractor or first-tier 
subcontractor; and (lv) has a nonexempt 
contract, subcontract or purchase order, 
serves as a depository of Government 
funds, or Is a financial Institution which 
is an issuing and paying agent for UB. 
savings bonds and savings notes: Pro - 
pided , That any subcontractor below the 
first tier which performs construction 
work shall be required to file such a re¬ 
port if it meets requirements of subdivi¬ 
sions (1). (U>, and (iv) of this sub- 
paragraph. 

(2) Each person required by subpara¬ 
graph (1) of this paragraph to submit 
reports shall file such a report with U* 
Department within 30 days after the 
award to him of a contract or subcon¬ 
tract. unless such person has submuted 
such a report within 12 months preceding 
the date of the award. Subsequent re¬ 
ports shall be submitted annually In ac¬ 
cordance with subparagraph (X) of this 
paragraph, or at such other intervals as 
the CCO or the Director may require. 
The Department, with the approval of 
the Director, may extend the time for 
filing any report. 

(3) The Director, the CCO. or the ap¬ 
plicant, on his own motion, may require 
a prime contractor or subcontract r to 
keep employment or other records and 
to furnish, in the form requested, within 
reasonable limits, such information as 
the Director. CCO or the applicant deems 
necessary for the administration of the 
order. 

(4) Failure to file timely, complete and 
accurate reports as required constitutes 
noncompllance with the prime contrac¬ 
tor's or subcontractor’s obligations under 
the equal opportunity clause and** 
grounds for the imposition by the De¬ 
partment, the Director, an applicant, 
prime contractor or subcontractor, of ani 
sanctions as authorized by the order and 
the "rules and regulations." Any *ucn 
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failure shall be reported In writing to 
the Director by the CCO as soon as prac¬ 
ticable after it occurs. 

<b) Requirements for bidders or pro¬ 
spective contractors —(1) Previous re¬ 
ports . Each bidder or prospective prime 
contractor and proposed subcontractor, 
where appropriate, shall state In the 
bid or in writing at the outset of nego¬ 
tiations for the contract: (i) Whether it 
has developed and has on flic at each 
establishment affirmative action pro¬ 
grams pursuant to 41 CFR Part 60-2; 
oil whether it has participated In any 
previous contract or subcontract subject 
to the equal opportunity clause and (ill) 
if so, whether it has filed with the Joint 
Reporting Committee, the Director, an 
agency, or the Equal Employment Op¬ 
portunity Commission all reports due 
under the applicable filing requirements. 

(2) Additional information . A bidder 
or prospective prime contractor or pro¬ 
posed subcontractor shall be required to 
submit such Information as the CCO, tho 
Deputy CCO. or the Director requests 
prior to the aw ard of the contract or sub¬ 
contract* When a determination has been 
made to award the contract or subcon¬ 
tract to a specific contractor, such con¬ 
tractor shall be required, prior to award, 
or after the award, or both, to furnish 
such other information as the Depart¬ 
ment, the applicant, or the Director 
requests. 

(c) Use of reports. Reports filed pur¬ 
suant to this section shall be used only 
in connection with the administration 
of the order and the Civil Rights Act of 
1064, or in furtherance of the purposes 
of the order and said Act. 

8 130.55 Compliance review*. 

(a) General. The purpose of a com¬ 
pliance review Is to determine If the 
prime contractor or subcontractor main¬ 
tains nondlscrtmlnatory hiring and em¬ 
ployment practices and la taking affirma¬ 
tive action to ensure that applicants arc 
employed and that employees are placed, 
trained, upgraded, promoted, and other¬ 
wise treated during employment without 
regard to race, color, religion, sex. or 
national origin. It shall consist of a com¬ 
prehensive analysis and evaluation of 
each aspect of the aforementioned prac¬ 
tices. policies, and conditions resulting 
therefrom. Where necessary, •recom¬ 
mendations for appropriate sanctions 
shall be made. Where deficiencies arc 
found to exist, reasonable efforts shall 
be made to secure compliance through 
conciliation and persuasion. Before the 
contractor can be found to be In com¬ 
pliance with the order, it must make a 
specific commitment, in writing, to cor¬ 
rect any such deficiencies. The commit¬ 
ment must include the precise action to 
be taken and dates for completion. The 
wme period allotted shall be no longer 
than the minimum period necessary to 
effect such changes. Upon approval of 
the Contract Compliance Officer, the 
appropriate Deputy, or the Secretary of 
»ueh commitment, the contractor may 
be considered in compliance, on condi¬ 
tion that the commitments are faith- 
kept The contractor shall be noti- 
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fled that making such commitments does 
not preclude future determinations of 
noncompliance based on a finding that 
the commitments are not sufficient to 
achieve compliance. 

(b) Regular compliance reviews. Each 
Deputy Contract Compliance Officer shall 
Institute a program of regular compli¬ 
ance reviews of those contractors and 
subcontractors for which he is assigned 
responsibility. 

<c) Special compliance review. The 
special compliance review of bidders, ap¬ 
plicants, offerors, contractors, or sub¬ 
contractors will be conducted at the re¬ 
quest of the CCO or the Director. OFCC 
to determine compliance or ability to 
comply with the order, the "rules and 
regulations." these rules and regulations 
and directives issued pursuant thereto. 

(d) Reports —(1) Special compliance 
review reports. A special compliance re¬ 
view report shall be provided to the CCO 
or the Director. OFCC. as directed. 

(2) Regular compliance review re¬ 
ports. A report of each compliance review 
shall be forwarded to the CCO within 30 
days after the regular review is con¬ 
ducted unless otherwise provided. 

(3) Preaward compliance review re¬ 
port. A written report of every preaward 
compliance review required by the "rules 
and regulations," or otherwise required 
by the Director Including findings, will 
be forwarded to the Director by the CCO 
within 10 days after the award for a 
postaward review. 

(4) Additional reports. A written re¬ 
port of every other compliance review 
or any other matter processed by the 
Department Involving an apparent vio¬ 
lation of the equal opportunity clause 
shall be submitted to the Director. 8uch 
report shall contain a brief summary of 
the findings. Including a statement of 
conclusions regarding the contractor's 
compliance or noncompliance with the 
requirements of Uie order, and a state¬ 
ment of the disposition of the case, in¬ 
cluding any corrective action taken or 
recommended and any sanctions or pen¬ 
alties imposed or recommended. 

( 130.60 Complaint prwrdure* 

(a) Who may file complaints. Any 
employee of any contractor or applicant 
for employment with such contractor 
may, by himself or by an authorized rep¬ 
resentative. file In writing a complaint 
of alleged discrimination In violation of 
the equal opportunity clause. 6uch com¬ 
plaint Is to be filed not lAter than 180 
days from the date of the alleged dis¬ 
crimination, unless the time for filing Is 
extended by the CCO or the Director 
upon good cause shown. 

(b) Where to file. Complaints may be 
filed with the Director of OFCC or at any 
HUD Regional or Area Office, FHA In¬ 
suring Office or with the CCO. Any HUD 
employee receiving a complaint shall 
forward the complaint directly to the 
CCO or his designee. The CCO shall 
transmit a copy of the complaint to the 
Director within 10 days after the receipt 
thereof. 

(c) Contents of complaint. (1) The 
complaint should include the name, ad¬ 
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dress, and telephone number of the com¬ 
plainant. the name and address of the 
prime contractor or subcontractor com¬ 
mitting the alleged discrimination, a de¬ 
scription of the acts considered to be 
discriminatory, and any other pertinent 
information which will assist in the in¬ 
vestigation and resolution of the com¬ 
plaint. The complaint shall be signed by 
the complainant or his authorized 
representative. 

(2) Where a complaint contains in¬ 
complete information, the CCO shall seek 
promptly the needed information from 
the complainant. In the event such in¬ 
formation Is not furnished to the CCO 
within 60 days of the date of such re¬ 
quest, the case may be closed. 

(d> Investigations. For each com¬ 
plaint filed against a prime contractor 
or subcontractor for which HUD is the 
Compliance Agency, the CCO shall in¬ 
stitute a prompt investigation and shall 
be responsible for developing a complete 
case record. A complete case record con¬ 
sists of the name and address of each 
person interviewed, and a summary of 
his statement, copies or summaries of 
pertinent documents, and a narrative 
summary of the evidence disclosed in the 
investigation as it relates to each viola¬ 
tion revealed. When a complaint Is filed 
against a prime contractor or subcon¬ 
tractor for which the Department is not 
the compliance agency, the CCO shall 
transmit the complaint to the Director 
for disposition. 

(e) Resolution of complaints. (1) If 
the complaint investigation by the CCO 
shows no violation of the equal opportu¬ 
nity clause, he shall so inform the Di¬ 
rector. The Director may request further 
investigation by the CCO. 

(2) If any complaint investigation or 
compliance review Indicates a violation 
of the equal opportunity clause, the mat¬ 
ter should be resolved by informal means 
whenever possible. Such Informal means 
may Include the holding of a compliance 
conference. Each prime contractor and 
subcontractor shall be advised that the 
resolution is subject to review by the Di¬ 
rector, and may be disapproved If he 
determines that such resolution Is not 
sufficient to achieve compliance. 

(3) Where any complaint Investiga¬ 
tion or compliance review indicates a 
violation of the equal opportunity clause 
and the matter has not been resolved by 
informal means, the CCO with the ap¬ 
proval of the Director shall afford the 
contractor an opportunity tor a hearing. 
If the final decision reached In accord¬ 
ance with the provisions of §60-1.26 of 
the "rules and regulations" Is that & 
violation of the equal opportunity clause 
has taken place, the CCO with the ap¬ 
proval of the Director, may cause the 
cancellation, termination, or suspension 
of any contract or subcontract, cause a 
contractor to be debarred from further 
contracts or subcontracts, or may impose 
such other sanctions as are authorized 
by the order. 

(4) When a prime contractor or sub¬ 
contractor. without a hearing, shall have 
complied with the recommendations or 
orders of the CCO or the Director and 
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believes such recommendations or orders 
to be erroneous, he shall, upon filing a 
request therefor witliin 10 days of such 
compliance, be afforded an opportunity 
for a hearing and review of the alleged 
erroneous action by the CCO or the 
Director. 

(5) For reasonable cause shown, the 
CCO may reconsider or cause to be re¬ 
considered any matter on his own motion 
or pursuant to a request. 

if) Report to the Director. Within 60 
days from receipt of a complaint or with¬ 
in such additional time as may be 
allowed by the Director for good cause 
shown, the CCO shall process a complaint 
and submit to the Director the case 
record and summary report containing 
the following information: 

(1) Name and address of the com¬ 
plainant. 

(2) Brief summary of findings, Includ¬ 
ing a statement as to the CCO's conclu¬ 
sions regarding the contractor*® com¬ 
pliance or noncompliance with the re¬ 
quirements of the equal opportunity 
clause. 

(3) A statement of the disposition of 
the case, including any corrective action 
taken and any sanctions or penalties im¬ 
posed or, whenever appropriate, the rec¬ 
ommended corrective action and sanc¬ 
tions or penalties. 

§ 130.65 Hearing* uni •anrtion*. 

<a> The Secretary with the approval 
of the Director may convene formal or 
informal hearings as he may deem ap¬ 
propriate for-inquiring Into the status 
of compliance by any prime contractor 
or subcontractor with the terms of the 
equal opportunity clause. 

<b> The Secretary may propose or ap¬ 
ply sanctions in the event of noncom¬ 
pliance by a contractor or subcontractor 
with the requirements of the equal op¬ 
portunity clause, subject to the limi¬ 
tations of the “rules and regulations/* 
particularly i 60-1.27. 

(c) The conduct of hearings and the 
proposal and application of sanctions 
shall be in accordance with the require¬ 
ments of the order and of the “rules and 
regulations.'* 

§ 130.70 In lint ldnt ion and inlrrfcrmrc. 

The sanctions and penalties contained 
In Subpart D of the order may be exer¬ 
cised by the CCO or the Director against 
any prime contractor, subcontractor or 
applicant who foils to take all necessary 
steps to ensure that no person intimi¬ 
dates, threatens, coerces, or discrimi¬ 
nates against any individual for the pur¬ 
pose of interfering with the filing of a 
complaint, furnishing information, or 
assisting or participating In any manner 
in on investigation, compliance review, 
hearing, or any other activity related to 
the administration of the order or any 
other Federal, State, or local laws re¬ 
quiring equal employment opportunity. 

§ 130.73 Segregated facilities ocrlifi- 
rule. 

Prior to the award of any nonexempt 
Government contract or subcontract or 
federally assisted construction contract 


or subcontract, the Department or the 
applicant shall require the prospective 
prime contractor, and each prime con¬ 
tractor and subcontractor shall require 
each subcontractor, to submit a certifi¬ 
cation, in the form approved by the Di¬ 
rector, that the prospective prime con¬ 
tractor or subcontractor does not and 
will not maintain any facilities he pro¬ 
vides for his employees in a segregated 
manner, or permit his employees to per¬ 
form their sendees at any location under 
his control where segregated faculties 
are maintained: and that he will obtain a 
similar certification in the form approved 
by the Director, prior to the award of any 
noncxempt subcontract. 

§ 130.80 Solicitation*! or advertUeroenU 
for employer*. 

In solicitations or advertisements for 
employees placed by or on behalf of a 
prime contractor or subcontractor, the 
requirements of paragraph (2) of the 
equal opportunity clause shall be satis¬ 
fied whenever the prime contractor or 
subcontractor complies with any of the 
following: 

<a> States expressly in the solicita¬ 
tions or advertising that all qualified ap¬ 
plicants will receive consideration for 
employment without regard to race, 
color, religion, sex, or national origin; 

(b) Uses display or other advertising, 
and the advertising includes an appro¬ 
priate insignia prescribed by the Direc¬ 
tor. Tlic use of the insignia Is considered 
subject to the provisions of 18 U.8.C. 
701: 

(c> Uses a single advertisement, and 
the advertisement is grouped with other 
advertisements under a caption which 
clearly states that all employers in the 
group assure ail qualified applicants 
equal consideration for employment 
without regard to race, color, religion, 
sex. or national origin; 

<d> Uses a single advertisement in 
which appears in clearly distinguish¬ 
able type the phrase “an equal oppor¬ 
tunity employer." 

§ 130.85 Acre** to record of employ¬ 
ment. 

Each prime contractor and subcon¬ 
tractor shall permit access during norma! 
business hours to Ills books, records, and 
accounts pertinent to compliance with 
the order, and all rules and regulations 
promulgated pursuant thereto, by the 
Department or the Director for purposes 
of investigation to ascertain compliance 
with the equal opportunity clause of the 
contract or subcontract. Information ob¬ 
tained in this manner shall be used only 
in connection with the administration of 
the order and the administration of the 
Civil Rights Act of 1904. and in further¬ 
ance of the purposes of the order and 
that Act. 

§ 130.90 Notices lo Ik* polled. 

Contractors and subcontractors re¬ 
quired to do so by paragraphs (l) and 
(3) of the equal opportunity clause shall 
post notices to be provided by the CCO. 
Such notices shall be In compliance with 


the requirements of 160-1.42 of the 
' rules and regulations." 

§ 130.95 Program direr live® nnd 1». 
•tract km*. 

Appropriate program officials may 
issue such directives, procedures, and 
instructions as they consider necessary 
to achieve equal employment opportunity 
in programs administered by them, pro¬ 
vided such issuances are not inconsistert 
with the provisions of the order, the 
rules, regulations, and directives of the 
Secretary of Labor or the Director, uid 
these regulations. A copy of such dir*.- 
tives. procedures, and instructions shall 
be submitted to the CCO for approval 
prior to issuance. 

§ 130.100 Effective dale. 

The regulations contained in this part 
shall become effective December 31. 1971. 
for all contracts, solicitations, invita¬ 
tions for bids, or requests for proper-als 
which shall be sent by the Department 
or an applicant on or after said effective 
date and for all negotiated contracts 
which have not been executed as of said 
effective date. 

Chapter II—Office of Assistant Secre¬ 
tary for Housing Production and 
Mortgage Credit-Federal Housing 
Commissioner [Federal Housing 
Administration] 

Svtxhaptor A—Cfn»rol 

Part 

200 Introduction. 

$trbehept»r E—*Mortgog* and loon Irmiroru* 
Programs Under National Hovilrvg Act 

201 Property improvement and mobile 

home loans. 

202 Class 3 property improvement 

loans. 

202a Title I mortgage insurance 

203 Mutual mortgage Insurance and 

Insured home improvement 
loans. 

205 Mortgage insurance for land 

development [Title XI. 

207 Multifamily housing mortgage 

insurance. 

209 Individual homes; war housing 

mortgage insurance ISec 6031. 

210 Multifamily projects; war housing 

mortgage insurance ISec. 608). 

211 Single family project loans, war 

housing mortgage insurance 
ISec. 6111. 

213 Cooperative housing mortgage in¬ 

surance. 

215 Rent supplement payments. 

220 Urban renewal mortgage insur¬ 

ance and insured improvement 
loans. 

221 Low’ cost and moderate Income 

mortgage insurance. 

222 Servicemen's mortgage Insurance. 

224 Armed services housing —military 

personnel ISec. 8031. 

225 Military housing insurance ISec. 

8031. 

226 Armed services housing —civilian 

employees [Sec. 8091. 

227 Armed services housing- -Im¬ 

pacted areas ISec. 810L 
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Part 

226 Individual residences; national 

defense housing mortgage In¬ 
surance [Sec. 903). 

229 National defense rental housing 
mortgage insurance (Sec. 906). 
231 Housing mortgage Insurance for 

the elderly. 

233 Nursing homes and Intermediate 
care facilities mortgage insur¬ 
ance. 

233 Experimental housing mortgage 

insurance. 

234 Condominium ownership mort¬ 

gage insurance. 

235 Mortgage insurance and assist¬ 

ance payments for home owner¬ 
ship and project rehabilitation. 

236 Mortgage insurance and interest 

reduction payments for rental 
projects. 

237 Special mortgage Insurance for 

low and moderate Income fami¬ 
lies. 

238 Yield insurance (Sec. 7021. 

240 Mortgage insurance on loons for 

fee title purchase. 

241 Supplementary financing for in¬ 

sured project mortgages. 

243 Mortgage Insurance for hospitals. 

244 Mortgage insurance for group 

practice facilities (Title XII. 

S jbcHopUf C—-Pfenning Atihtortc* to Howling 
Sponsor* 


Sec. 

200.24 Investment Iruunnce. 

300.05 Annod services housing-impacted 
into. 

30026 Condominium ownership. 

300.27 I And development. 

200.38 Group practice facilities. 

200.33 Other project mortgage assistance. 

Coornunve Housing Inscranc* 

300.SO Cooperative projeote. 

Trailer Covin and Parks Insurance 

30011 81tee and fscilltiee for mobile 

homos. 

Urban Renewal Insurance 
200 32 Reaidentlal rehabilitation. 

Low AND Moderate Income Housxno 

300.33 Low coet home* and moderate In¬ 

come projects. 

Pviuar Consteucted no using Insurance 
200.14 Miscellaneous type mortgagee. 

Experimental HorsiNO Insurance 
30065 Experimental housing. 

PBOPRRTT iMnOVKMXNT LOAN IXSTJEANCE 

20038 Title I Improvement loans. 

200.39 Other Improvement loans. 

Subpart C—Organization and Manogtmont 

300.40 Commissioner. 

300.41 AdmlnUtrsUve staff. 

300.43 Principal divisions. 

300.43 Regional Operations Commissioners. 

200.44 Field Offlce Directors. 


(Up 

200 61d 
200.61s 
200 Qlf 

200.62 

200.63 

200.64 

200.66 

200 66s 
200.66b 

200.60 

200.67 

300.66 

300.70 

200.71 


300.72 


200.73 


200.77 


200.78 


270 Loan and grant assistance for 

planning housing projects in 
Appalachia. 

271 Loan assistance for planning low 

and moderate income housing. 

Subchoptor D—Publkly Ftaorxsd Housing 
Programs 


275 Low-rent public housing. 

277 Loans for housing for the elderly 

or handicapped. 

279 College housing. 

SU6CHAPTU A—GENERAL 

PART 200—INTRODUCTION 

Subpart A—Origin and EitabJlsbmoot 

Sec. 

300! Creation. 

200 3 Status. 

200 8 Purpose. 

300.4 Meaning of term "Oommisalonac.- 


Sub port 5—Functions and Programs 
In Ockiial 

2006 Boope and nature of programs. 

300.6 Application for lender approval. 

300.7 Forms for mortgage and loan Insur¬ 

ance. 

Homs Mortgage Insurancs 

900 10 One- to four-family homes. 

200.11 Disaster damage to homes. 

200.12 Suburban and farm homes. 

200.13 Homea for servicemen. 

200.14 Homes for veterans. 

300.16 Housing for civilian employees of 

Armed Services. NASA, and AKX 
300.19 Other home mortgage assistance. 

Project Mortgage Insurancs 

*0030 Rental projects. 

20031 Housing for the elderly. 

300.23 Nursing homes. 


Svbport D—D*l*goNons of Bask Authority ond 
Functions 


Delegations to Particular Positions 

300.50 Authority for delegations. 

200.61 Acting Commissioner. 

30063 Deputy Assistant Secretary. 

200.52a Assistant Commissioner for Field 

Operations and Deputy. 

20062b Director of the Mortgage Insurance 
Programs Support Division and 
Deputy. 

20063 Director of the Publicly Financed 
Programs Support Division and 
Deputy. 

200.64 Director of the Administrative Sup¬ 
port Division and Deputy. 

20065 Assistant Commissioner Property 
Improvement and Deputy. 

200.56 Assistant Commissioner Unsubsl- 

dlzed Insured Housing Programs 
and Deputy. 

300.56a Director Single Family and Land 
Development Division and Dep¬ 
uty. 

200.68 Director Multifamily Division and 
Deputy. 

20068a Chief of the Rental Housing Branch, 

20068b Chief of the Cooperative and Con¬ 
dominium Branch. 

200.68c Chief of the Nursing Homes and 
Related Faculties Branch. 

200.53d Chief of the Group Practices and 
Nonprofit Hospitals Branch. 

30069 Assistant Commissioner Subsidised 
Housing Programs and Deputy. 

20069a Director Publicly Financed Housing 
Division and Deputy. 

200.59b Chief of the Low Rent Housing 
Branch. 

300.69c Chief of the College Bousing As¬ 
sistance 

300.61 Director Subsidised Mortgage Insur¬ 

ance Division and Deputy. 

30061a [Reserved) 

300.61b [Reserved) 

300.61o [Reserved) 


200.79 


200.80 

20081 

200 82 

200.84 

20064a 

30084b 


200.84c 


200 84d 
200 84a 


200 85 
300 86 
20087 

20069 

200.00 

20031 

200.92 

20033 

200.94 


20035 

30036 


20037 


Chief of the Homeownerahlp As¬ 
sistance Branch. 

Chief of the Elderly Housing Assist¬ 
ance Branch. 

Chief Multifamily Housing Assist¬ 
ance Branch. 

Assistant Commissioner Technical 
and Credit Standards and 
Deputy. 

Director of the Architecture and 
Engineering Division and Deputy. 

Director Appraisal and Mortgage 
Risk Division and Deputy. 

Assistant Commissioner Programs 
and Deputy. 

[Reserved) 

Director Economic and Market 
Analysis Division and Deputy. 

Director of the Research and Statis¬ 
tics Division and Deputy. 

Director of the Program Division 
and Deputy. 

Assistant Commissioner Adminis¬ 
tration and Deputy. 

Director of the Budget Division and 
Deputy. 

Director Participation and Compli¬ 
ance Review Division and Dep¬ 
uty; Previous Participation Re¬ 
view Officer. 

Director of the Management and 
Operations Assistance Division 
ami Deputy. 

Assistant Commissioner far Reha¬ 
bilitation and Deputy. 

Assistant Commissi oner-Comptrol¬ 
ler And Deputy. 

Director Accounting Division and 

Deputy. 

Director Insurance Division and 

Deputy. 

Director Fiscal Division and Deputy. 

Director Procedures Division and 

Deputies. 

Director Financial Reports Division 

and Deputy. 

(Reserved) 

[Reserved) 

Field Office Directors, Deputies, and 
Assistants. 

Director of the Multifamlly Hous¬ 
ing Insuring Office (New York). 

[ Reserved ] 

Director. Compliance Coordination. 

Delegation* to Committees 

Executive Board. 

Security Committee. 

Management Improvement Com¬ 
mittee. 

Substantial Compliance Committee. 

Finance Committee. 

Operations Analysis Policy Commit¬ 
tee. 

Structural Defects Committee. 

Multifamily Participation Review 

Committee. 

Loan Assistance Committee. 

Miscellaneous Delegations 

Field Office Chiefs of Operations 
and Assistants to the Directors. 

Field Office Directors, Deputy Di¬ 
rectors and Assistant Directors; 
and Director. Multifamily Hous¬ 
ing Insuring Office (New York). 

Assistant Commissioner for Field 
Operations and Deputy; Assist¬ 
ant Commissioner for Home 
Mortgagee and Deputy; Assistant 
Commissioner for Property Im¬ 
provement and Deputy; and the 
Assistant Commlaaloner for Multi- 
family Housing and Deputy and 
Division Directors under their 
supervision. 
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Sw. 

200.98 


200.99 

200.100 
200.103 


200.104 

200.106 

200.106 


200.107 

200.108 


200.109 


200.110 

200.111 


200.112 

200.118 

200.114 


200.115 

200.116 
200.117 


200.118 


Subpart 

200.140 

200.141 


200.142 

200.148 

200.144 

200.146 

200.146 


200.147 

200.148 

200.149 


200.150 

200.151 

200.152 

200.159 

200.154 

200.155 

200.156 

200.157 


Chief Underwriter and Deputy. Chief 
Mortgage Credit Examiner and 
Deputy. Chief Appraiser and Depu¬ 
ty. Commitment Appraiser, and 
Commitment Mortgage Credit Ex¬ 
aminer. 

Heal Property Officer. 

Cloning Clerk. 

Division Director® and their superi¬ 
or*: Field Office Directed!, Depu¬ 
ties. and Assistants, and others. 

Classified Information Control Offi¬ 
cer. 

Personnel Security Officer and Dep¬ 
uty. 

Assistant Commissioner for Field 
Operations and Deputy; HUD 
Regional Administrators and As¬ 
sistant Regional Administrators 
for FHA; Directors. Deputy Di¬ 
rectors, Assistant Directors, Ad¬ 
ministrative Officers. Chief Clerks, 
and Service Office Supervisors In 
FIIA Field Offices; and Assistant 
Comisaloner for Administration 
and Deputy. 

National emergency. 

Director Management and Opera¬ 
tion! Assistance Division and 
Deputy. 

Regional Administrators, Deputy 
Regional Administrators, and the 
Assistant Regional Administrator. 
Region VHI (Denver), Housing 
Production and Mortgage Credit. 

Chief, Valuation Section, and Com¬ 
mitment Appraiser. 

Chief, Mortgage Credit Section, and 
Commitment Mortgage Credit 
Examiner. 

Chief. Finance and Mortgage Credit 
Section. 

Assistant Director for Technical 
Services. 

Assistant Director for Single Fam¬ 
ily Mortgage Insurance and 
Deputy. 

Program Manager and Multlfamlly 
Housing Representative. 

Director, Production Division, and 
Deputy. 

Director. Housing Services and 
Property Management Division* 
and Chief, Property Operations 
Branch. 

Area Director and Deputy Area 
Director. 


Sec. 

200.158 Applicability of Treasury regula¬ 

tions to debenture transactions. 

200.159 Relief on account of laet, stolen, de¬ 

stroyed, mutilated or defaced 
debentures. 

200.160 Redemption of debentures prior to 

maturity. 

200.161 Administration of debenture trans¬ 

actions. 

200.163 Certificates of claim. 

Subport F—Property Improvement Leon 
Procedures ond Procatsing 

Loan Transaction 

200.165 Lender’s application for Insurance. 

200.166 Lending area. 

200.167 Credit Investigation of borrower. 

200.168 Other requirements for a Property 

Improvement loan. 

200.189 Direct borrower loans. 

200.170 Loan through a dealer. 

200.171 Notice to borrower. 

DlRBUORRMCNT 

200.172 Disbursement of proceeds to dealer. 
200.179 Disbursement of proceeds to bor¬ 
rower. 

Retort and Rxsxxvx 

200.174 Report of loans. 

200.175 Insurance charge. 

200.176 Insurance reserves. 

Claims roa Reimbursement ro* Lose 

200.177 Claims for payment. 

200.178 Amount of claim. 

200.179 Establishment of account. 

Subpan G—Official Records IRotorvtdl 
Subporf M—-Enforcement Remedies 
Rot;sal op Participation 

200.190 Authority of Director, 

200 191 Notice. 

200.192 Hearing, request. 

200.193 Hearing, time and place. 

200.194 Determination. 

200.195 Rectsslon and reinstatement. 

UN BATtSFACTOSY RISK DETERMINATION 

200.200 Bools of action. 

200 201 Invitation to conference. 

200-202 Determination notice. 

300.203 Reinstatement. 

Trrm I Pa®CAUTtoNA*x Measure* 


6—Mortgage Insurance Procedure! ond 
Processing 
Scope of eubpart. 

Procedure in general. 

Application roa Insurance 

Form and filing. 

Purpose and content. 

Fees. 

Technical analysis and underwrit¬ 
ing processing. 

Acceptance, rejection and recon¬ 
sideration. 

Commitment roa Insurance 

Issuance of commitment. 

Types of commitments. 

Terms and conditions. 


200.205 Basis of action. 

200.206 Inquiry notice and explanation. 

200.207 Determination. 

200.208 Rescinding actions. 

Subpart I—Nondiscrimination and Fair Housing 

200.800 Nondiscrimination and fair housing 
policy. 

200.305 Notice to public. 

200310 Definition of “discriminatory prac¬ 
tice". 

200316 Prohibition against discriminatory 
practice. 

200.320 Subdivision report and multlfamlly. 

land development* and group 
practice facilities preappllcatloa 
analysis. 

200.325 Corporate charters and regulatory 


Insurance Endorsement 

Request for endorsement. 

Final review. 

Endorsement for Insurance. 

Claims roa Lossxs 
Presentation of claim. 

Notice of default. 

Claim requirements. 

Settlement of dolma. 

Provisions and characteristics of 
debentures. 


200.335 Provisions In legal Instruments. 
200.340 Complaints and hearings. 

200.345 Sanctions. 

200.350 Appeals from findings of Field 
Office Directors. 

200.355 Reinstatement. 

Sub port J—Equoi Employment Opportunity 

200 400 Purpose. 

200 403 Notice to pubUo. 

200.410 Definition of term “applicant**. 


Sec. 

200.415 Agreement of applicant. 

200.420 Equal opportunity clause to be In¬ 
cluded In contracts and sub¬ 
contracts. 

200 426 Exemptions. 

200.430 Sanctions. 

Subpart K—Correction of Structural Defect* 
200.500 Purpose. 

200.502 Application for assistance. 

200.505 Nature of defect. 

200.507 Eligibility requirements. 

200.610 Type of assistance. 

200.612 Subrogation by mortgagor. 

200.615 Right and finality of determlnAttr n. 

Subpart l—Correction of Structural or Other De¬ 
fect! In Homer Covered by Mortgage Imurorr# 
Under Section 235 

200.517 Purpose. 

200.520 Application for assistance. 

200.522 Eligibility far consideration 
200 527 Consideration for assistance 
200 533 Right and finality of determination 

Subparti M-O (Reiervedl 
Subpart R —Claims Collection Standard* 

200.900 Oenorol collection standards. 
200.905 Oollsctlon of tltls I accounts 

Authority : The pro visions of this Part 200 
issued under sec. 2, 48 Stat. 1246. os amended, 
sec. 211. 52 Stat. 23. as amended, sec. 607. 35 
Stat. 61. as amended, sec. 712, 62 Stat. 1281, 
as amended, sec. 907. 66 Stat. 301, os amend¬ 
ed. sec. 807. 69 Stat. 651. os amended 13 
UJB.O. 1703, 1715b. 1742, 1747k, I748f. 1750L 

Subpart A—Origin and Establishment 

§ 200.1 Oration* 

The Federal Housing Administration 
(frequently referred to herein 83 the 
FHA) was originally created by the Na¬ 
tional Housing Act* approved June 27. 
1934 (48 8tat. 1246; 12 U.S.C. 1702). On 
November 9. 1965, by operation of the 
Department of Housing and Urban De¬ 
velopment Act. approved September 9. 
1965 (79 Stat. 687), the FHA was trans¬ 
ferred to the Department of Housing and 
Urban Development. 

§ 200.2 Status* 

The Federal Housing Administration 
Is an organizational unit within the De¬ 
partment of Housing and Urban Devel¬ 
opment. 

g 200.3 Purpose. 

The Federal Housing Administration 
was established to encourage improve¬ 
ment In housing standards and condi¬ 
tions, to provide an adequate home fi¬ 
nancing system by insurance of housln? 
mortgages and credit, and to exert b 
stabilizing influence on the mortgage 
market. 

g 200.4 Meaning of term “Cowniis- 
sioncr”. 

Effective January 18. 1966, the term 
"Commissioner,” as used In tills chapter, 
shall have the following meaning: 

(a) Where the term appears in con¬ 
nection with the conveyance or assign¬ 
ment of real or personal property, it shall 
be deemed to refer to the Secretary of 
Housing and Urban Development. 

(b) Where the term appears in con¬ 
nection with Instances other than set 
forth in paragraph (a) of this section, 
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it shall be deemed to refer to the Federal 
Housing Commissioner acting on behalf 
of the Secretary of Housing and Urban 

Development. 

Subpart B—Functions and Programs 

In Genual 

§ 200.5 Scope and nature of program*. 

The Federal Housing Administration 
does not make loans or build housing 
but operates insurance programs under 
the provisions of the National Housing 
Act. The FHA provides Insurance for pri¬ 
vate lenders against loss on mortgages 
financing homes, multlfamily projects, 
land development projects, and group 
practice faculties projects and against 
loss on loans for property improvements. 
It also provides Insurance of yields on 
Investments In rental housing projects. 
All mortgage and loan transactions must 
be acceptable to the Commissioner. The 
various Insurance programs are outlined 
In H 200.10 through 200.39, and more 
particularly described In other parts of 
this chapter. 

$ 200.6 Application for lender approval. 

An application for approval, as a 
mortgagee, as a loan correspondent or 
as a Title I lending Institution Is sub¬ 
mitted on an appropriate form pre¬ 
scribed by the Commissioner. These 
forms may be obtained from any re¬ 
gional, area, or insuring office or from 
the Headquarters Office in Washington. 
DC. When fully executed the form Is 
.submitted to the office having Jurisdic¬ 
tion for transmittal to the Headquarters 
Office. Washington. D.C. 

0 200.7 Form* for mortgage and loan 
insurance. 

Forms and Instructions for obtaining 
assistance under each of the various 
FHA mortgage and loan Insurance pro¬ 
grams may be obtained from any re¬ 
gional. area, or Insuring office. When 
fully executed, forms are submitted to 
the area or Insuring office having Juris¬ 
diction of the area where the property 
Is located and for which insurance assist¬ 
ance Is requested. 

Home Mortgage Insurance 

0 200.10 One- to four-family home*. 

(a) The FHA Insures mortgages on 
one- to four-family dwellings. The maxi¬ 
mum mortgage cannot exceed the lesser 
of a dollar amount (which varies de¬ 
pending upon whether the residence Is 
one-, two-, three- or four-family) and an 
amount computed under a statutory for¬ 
mula based on the ratio the loan bears 
to the appraised value of the property. 

<b) The basic home mortgage insur¬ 
ance program Is authorized under Title 
n, section 203(b) of the National Hous¬ 
ing Act and governed by regulations 
contained In Part 203 of this chapter. 

§ 200.11 Disaster damage to home*. 

(a) The FHA Insures mortgages given 
to finance the replacement of homes de¬ 
stroyed or extensively damaged by major 
disasters. The maximum mortgage can¬ 
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not exceed the leaser of a dollar amount 
and an amount computed under a statu¬ 
tory formula based on the ratio the loan 
bears to the appraised value of the 
property. 

(b) This program Is authorized under 
Title n, section 203(h) of the National 
Housing Act and governed by regula¬ 
tions contained in Part 203 of this 
chapter. 

§ 200.12 Suburban and farm home*. 

(ft) The FHA insures mortgages on 
single-family owner-occupied homes lo¬ 
cated In sparsely populated nonurban 
areas and farm areas. The land on which 
the house Is located must be adjacent 
to a public highway. The maximum 
mortgage cannot exceed the lesser of a 
dollar amount and on amount computed 
under a statutory formula based on the 
ratio the loan bears to the appraised 
value of the property. 

(b) This program Is authorized under 
Title H. section 203<i) of the National 
Housing Act and governed by regulations 
contained In Part 203 of this chapter. 

8 200.13 Home* for servicemen* 

(a) The FHA insures mortgages on 
single-family dwellings owned and oc¬ 
cupied by servicemen on active duty with 
the Armed Forces or the Coast Guard. 
The maximum mortgage cannot exceed 
the lesser of a dollar amount and an 
amount computed under a statutory 
formula based on the ratio the loan 
bears to the appraised value of the prop¬ 
erty. Certification by the Secretary of 
Defense (or the Secretary of Trans¬ 
portation for Coast Ouard personnel) 
is required to the effect that the serv¬ 
iceman requires housing and that be Is 
and has been for more than 2 years on 
active military duty. 

(b) This program Is authorized under 
Title II, section 222 of the National 
Housing Act and governed by regulations 
contained in Part 222 of this chapter. 

8 200.14 Home* for veteran*. 

(a) The FHA Insures mortgages on 
single-family dwellings owned and oc¬ 
cupied by veterans. To qualify as a vet¬ 
eran. the mortgagor must have served 
90 days or more on active duty in the 
armed forces of the United States and 
have been discharged or released there¬ 
from under conditions other than dishon¬ 
orable. Extra hazardous duty for a pe¬ 
riod of less than 90 days will also qualify 
a mortgagor as a veteran. The maximum 
mortgage cannot exceed the lesser of a 
dollar amount and an amount computed 
under a statutory formula based on the 
ratio the loan bears to the appraised 
value of the property. The program 
offers lower downpayment mortgage 
financing for the veteran than Is avail¬ 
able under the regular home mortgage 
insurance program described In { 200.10. 

(b) This program Is authorized under 
title II, sections 203 and 220 of the Na¬ 
tional Housing Act and title VOT, section 
809 of such Act. The applicable regula¬ 
tions arc contained In Parts 203, 220, and 
226 of this chapter. 
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6 200.15 Hollaing for civilian employee* 
of the Armed Service*, NASA, and 
AEC. 

(a) The FHA insures mortgages cover¬ 
ing purchases of one- to four-family 
homes by civilian employees of an Armed 
Services or National Aeronautics and 
Space Administration research and de¬ 
velopment installation and by civilian 
and military personnel employed or as¬ 
signed to duty at an Atomic Energy Com¬ 
mission research and development In¬ 
stallation. The maximum mortgage can¬ 
not exceed the lesser of a dollar amount 
and an amount computed under a statu¬ 
tory formula based on the ratio the loan 
bears to the appraised value of the prop¬ 
erty. Certification by the Secretary of 
Defense, the Administrator of the NASA 
or the Chairman of the AEC. as appropri¬ 
ate. Is required regarding tho status of 
the mortgagor os an employee at the In¬ 
stallation (civilian employee or person on 
military duty), the mortgagor's need for 
housing, the general need for housing 
accommodations at the Installation, and 
the permanency of the personnel as¬ 
signed to the Installation. The Secre¬ 
tary of Defense, the Administrator of the 
NASA or the Chairman of the AEC. as 
appropriate, may be required to guar¬ 
antee the Insured mortgages. If the Com¬ 
missioner determines that the housing 
is not an acceptable risk. 

(b> This program Is authorized by sec¬ 
tion 809 of the National Housing Act 
and governed by the regulations con¬ 
tained in Part 226 of tills chapter. 

§ 200.19 Ollier home mortgage a**i*t« 
ante. 

The FHA offers other types of home 
mortgage Insurance assistance in connec¬ 
tion with programs under other titles of 
the National Housing Act as Indicated by 
ft 200.25, 200.26. 200.30. and 200.32 
through 200.35 of this subpart. 

Project Mortgage Insurance 
8 200.20 Rental project*. 

(a) The FHA Insures mortgages. In¬ 
cluding advances made during construc¬ 
tion, on rental projects of eight or more 
units developed either by a private or 
public mortgagor. The statute prescribes 
a maximum mortgage determined by a 
dollar amount, an amount computed 
under a formula based on the ratio the 
loan bears to the appraised value of the 
property, and a varying amount depend¬ 
ing upon the number of bedrooms In 
each dwelling unit. 

(b) The basic rental housing project 
mortgage insurance program Is author¬ 
ized under section 207 of the National 
Housing Act. The regulations govern¬ 
ing this activity ore contained In Part 
207 of this chapter. 

8 200.21 Houaixig for the elderly. 

(a) The FHA Insures mortgages. In¬ 
cluding advances made during construc¬ 
tion. on housing projects for the elderly 
developed by a private, profit-making 
mortgagor or a nonprofit organization, a 
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Federal or State instrumentality, a mu¬ 
nicipal corporation, or a nonprofit de¬ 
velopment or housing corporation. Pref¬ 
erence for occupancy in such projects 
is required for elderly persons 62 years 
of age or over and for the physically 
handicapped. The statute prescribes a 
maximum mortgage determined by a 
dollar amount, an amount computed un¬ 
der a formula based on a ratio the loan 
bears to the replacement cost of the 
property, and a vary ins amount depend¬ 
ing upon the number of bedrooms In each 
dwelling unit. 

(b) This program Is authorised under 
section 231 of the National Housing Act 
and governed by the regulations con¬ 
tained in Part 231 of this chapter. 

g 200.22 Nur*Ing home*. 

(a) The FHA Insures mortgages. In¬ 
cluding advances made during construc¬ 
tion, on nursing homes either of the 
proprietary or nonprofit type. The stat¬ 
ute prescribes a maximum mortgage 
determined by a dollar amount and an 
amount computed under a formula 
based on a ratio the loan bears to the 
estimated value of the property. 

(b> This program Is authorized under 
section 232 of the National Housing Act 
and governed by the regulations con¬ 
tained In Part 232 of this chapter. 

§ 200.21 Investment insurance. 

(a) In order to encourage investment 
In debt-free rental housing for families 
of moderate Income the FHA Insures the 
minimum amortization charge of 2 per¬ 
cent of the established investment (in¬ 
cluding all approved costs prior to initial 
occupancy) and a fixed annual return on 
the outstanding investment in an eligible 
project. 

(b) This program Is authorized under 
title VH of the National Housing Act 
and governed by Part 238 of this chapter, 

§ 200.23 Arro« k «l service* housing—im¬ 
pacted area*. 

<a) The FHA insures mortgages on 
rental and sales housing projects de¬ 
veloped for military personnel and es¬ 
sential civilian employees of the armed 
services or Coast Guard, employees of 
contractors for the armed services or 
Coast Guard, and essential personnel 
employed or assigned to duty at a re¬ 
search or development installation of 
the National Aeronautics and Space Ad¬ 
ministration or the Atomic Energy Com¬ 
mission or employees of a contractor of 
NASA or AEC who are employed at a 
research or development installation. 
The statute prescribes a maximum mort¬ 
gage determined by a dollar amount and 
an amount computed under formulas, 
which differ for the rental and sales 
projects, based on the ratio the loan 
bears to the appraised value of the prop¬ 
erty. In rental projects, there is an ad¬ 
ditional limitation based on the number 
of bedrooms In each dwelling unit. Pro¬ 
vision Is included for the Insurance of the 
mortgages financing the purchase of the 
Individual dwelling units in a sales 
project. 

(b) This program is authorized under 
title Vm. section 810 of the National 


Housing Act and governed by regulations 
contained in Part 227 of this chapter. 

g 200.26 Condominium ownrnliip. 

(a) The FHA Insures mortgages, in¬ 
cluding construction advances, on multi- 
family housing projects developed with 
the intention of converting, upon con¬ 
struction, to a plan of apartment owner¬ 
ship under which the family units in the 
project are sold to Individual owners. In 
addition. Insurance is provided for mort¬ 
gages financing the purchase of the in¬ 
dividually owned apartment units. 

(b) The maximum mortgage is com¬ 
puted as follows: 

C l) Multifamily housing project mort¬ 
gages are limited to the lesser of a dollar 
amount, on amount computed under a 
statutory formula based on the ratio the 
loan bears to the replacement cost of the 
project, or an amount based on the num¬ 
ber of bedrooms In each dwelling unit. 

(2) Individual mortgages on the apart¬ 
ment units arc limited to the lesser of a 
dollar amount and an amount computed 
under a statutory formula based on the 
ratio the loan bears to the appraised 
value of the apartment unit. 

(c) This program is authorized under 
section 234 of the National Housing Act. 
The applicable regulations are contained 
In Part 234 of this chapter. 

g 200.27 Land development. 

(a) The FHA insures mortgages for 
land development in connection with sub¬ 
divisions and new communities. This au¬ 
thorization Is designed to assist private 
enterprise by enabling private develop¬ 
ers to purchase raw land and develop it 
to provide a steady supply of improved 
building sites in an orderly and economi¬ 
cal manner. The type of improvements 
to be Installed by the developer and which 
may be financed with the mortgage pro¬ 
ceeds includes Installations for water 
lines, water supply, sewage disposal; for 
complete water or sewerage systems; 
roads, streets, curbs, gutters, sidewalks. 
And storm drains. The total outstanding 
principal of mortgages, involving a sin¬ 
gle land development undertaking, shall 
at no time exceed a dollar amount pre¬ 
scribed by statute. The statute further 
prescribes a maximum mortgage deter¬ 
mined by the ratio the loan bears either 
to the value of the property after com¬ 
pletion of the land development or the 
value before proposed development plus 
the cost of such development. The mort¬ 
gage has a fixed maturity which may be 
extended where the financing of a water 
or sewerage system or of a new com¬ 
munity Is Involved. 

(b) This program is authorized under 
title X of the National Housing Act and 
governed by regulations contained In 
Part 205 of this chapter. 

§ 200.28 Group practice facilities, 

(a) The FHA Insures mortgages to 
make credit available on reasonable 
terms to finance construction and equip¬ 
ment of medical, dental and optometrlc 
group practice facilities. The sponsoring 
group or organization may be either 
profit motivated or nonprofit, but the 
mortgagor entity must be nonprofit It 


may operate the proposed facility or 
lease it to a professional group, either 
profit or nonprofit. The professional 
group, of not less than five physicians 
or not less than three dentists and op¬ 
tometrists. all on a full-time schedule, 
shall have the intention and capability 
of providing preventive and diagnostic 
treatment services of a comprehensive 
nature under a coordinated program with 
payment for such services on either a 
prepayment or fee-for-scrvlce basis. The 
25-year mortgage shall not exceed the 
lesser of a dollar amount or an amount 
computed under a statutory formula 
based on a ratio the loan bears to the 
estimated value of the property. Includ¬ 
ing equipment. 

(b) The program is authorized under 
title XI of the National Housing Act and 
governed by regulations contained In 
Part 244 of this chapter. 

§ 200.29 Other project mortgage auist- 

once* 

The FHA offers other types of project 
mortgage insurance in connection with 
programs under other titles of the Na¬ 
tional Housing Act as Indicated by 
|| 200.30 through 200.35 of this gubparl 

Coopzzativ* Housing Insurance 
§ 200.30 Cooperative project*. 

(a) The FHA Insures mortgages. In¬ 
cluding construction advances, on coop¬ 
erative housing projects. The mortgagor 
may be a nonprofit cooperative owne r¬ 
ship housing corporation or trust, the 
permanent occupancy of the dwellings 
being restricted to members of the cor¬ 
poration or beneficiaries of the trust 
(management type project), or a non¬ 
profit corporation or trust organized lor 
the purpose of building homes for mem¬ 
bers (sales type project) or a corporals 
Investor that certifies to the FHA its In¬ 
tention of selling the project to a coop¬ 
erative group within 2 years after com¬ 
pletion (investor-sponsor project). In ad¬ 
dition. the FHA insures supplementary 
cooperative loans to a nonprofit coop¬ 
erative project for improvements or 
repairs to property which is already 
covered by an FHA-lnsured project mort¬ 
gage or for community facilities neces¬ 
sary to serve the occupants of such proj¬ 
ects or to finance cooperative purchases 
and resales of membership. 

(b) The maximum mortgage on proj¬ 
ect type housing cannot exceed the leaser 
of a dollar amount or an amount com¬ 
puted under a statutory formula based 
on a ratio the loan bears to the replace¬ 
ment cost of the property. In the case of 
sales type projects, provision la made for 
the release of the Individual properties 
from the blanket project mortgage, and 
the Insurance of the Individual mortgage 
covering the individual dwelling with the 
principal amount limited to the unpaid 
balance of the blanket mortgage allocable 
to the Individual property as of the date 
of the release. In the case of a supple¬ 
mentary cooperative loan, the loan is 
basically limited to an amount which 
when added to tb* outstanding mortgage 
Indebtedness creates a total indebtedness 
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which does not exceed the original prin¬ 
cipal obligation of the mortgage. The 
total indebtedness created by the supple¬ 
mentary cooperative loon may exceed the 
original principal obligation where im¬ 
provements or additional community fa¬ 
cilities are involved, provided such total 
does not exceed the mortgage amount 
which would be eligible for insurance if 
the original mortgage were to be replaced 
with a new Insured mortgage refinancing 
the existing Indebtedness and financing 
the Improvements. 

(c) This program Is authorized under 
Title n, section 213 of the National 
Housing Act and governed by regulations 
contained in Part 213 of this chapter. 

Trailer Courts and Parks Insurance 

§ 200.31 Sites and facilities for mobile 
home*. 

(a) The FHA insures mortgages on 
trailer courts and parks. The mortgage 
transaction must be acceptable to the 
Commissioner and the maximum mort¬ 
gage cannot exceed an amount computed 
under a statutory formula based on a 
ratio the loan bears to the estimated 
value of the property after the improve¬ 
ments are completed. The insurance 
applies to mortgages on sites and facil¬ 
ities but not on the trailers themselves. 
The court or park must have at least 
fifty spaces on one site designed for 
rental use for trailers or mobile homes 
and must meet minimum requirements 
designed to improve the living conditions 
of the occupants. 

(b) nils program is authorized under 
Title n, section 207 of the National 
Housing Act and governed by regulations 
contained in Part 207 of this chapter. 

Urban Renewal Insurance 
8 200.32 Residential rehabilitation. 

(a) In urban renewal areas, the FHA 
insures mortgages on dwellings designed 
principally for residential use by not 
more than 11 families and on multifamily 
rental projects. The mortgages may be 
for financing the rehabilitation of exist¬ 
ing s&lvable housing (including the re¬ 
financing of existing indebtedness) or for 
the replacement of slums with new hous¬ 
ing. Insurance on multif&mlly project 
mortgages may include coverage of con¬ 
struction advances. 

<b) The determination of maximum 
mortgage is governed by the following: 

(1) On a 1- to 11-family dwelling the 
mortgage Is limited to the lesser of a 
dollar limitation, governed by the num¬ 
ber of residences In the dwelling, or a 
ratio of loan to the estimated replace¬ 
ment cost established under a statutory 
formula. Where rehabilitation is in¬ 
volved. an additional adjustment in the 
maximum mortgage is made on the basis 
of the estimated cost of rehabilitation 
Rod the estimated value of the property 
prior to rehabilitation. Where refinancing 
U Involved, a further adjustment Is made 
on the basis of the amount required to 
Pay off the outstanding Indebtedness. 

<2) On a multifamily project, the 
mortgage Is limited to the lesser of: 
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(i) A dollar amount. 

(11) An amount computed under a 
statutory formula based on a ratio the 
loan bears to the replacement cost of 
the property with an additional adjust¬ 
ment made where the project involves 
rehabilitation and/or refinancing. Where 
rehabilitation is involved, the mortgage 
Is adjusted on the basis of the estimated 
cost of rehabilitation and the estimated 
value of the property prior to rehabilita¬ 
tion. Where refinancing is Involved, a 
further adjustment is made on the basis 
of the amount required to pay off the 
outstanding indebtedness. 

(Ul) An amount based on the number 
of bedrooms in each dwelling unit. 

(c) This program is authorized under 
Title II, section 220 of the National 
Housing Act and governed by regulations 
contained in Part 220 of this chapter. 

Low and Moderate Income Housing 

g 200.33 Low com home* and moderate 
income project*. 

(a) The FHA insures mortgages on 
low cost homes for low and moderate 
income families with special terms avail¬ 
able to families displaced from an urban 
renewal area, or as a result of govern¬ 
mental action, or as a result of a disaster 
determined by the President to be a 
major disaster. Also, mortgages are in¬ 
sured by the FHA, Including construction 
advances, on projects for moderate in¬ 
come families involving profit, nonprofit, 
public, limited distribution and coopera¬ 
tive mortgagors. Projects must be lo¬ 
cated in a community which the Secre¬ 
tary of Housing and Urban Development 
has approved and certified to the FHA 
as having a workable program designed 
to eliminate slums and prevent the 
spread of urban blight. Projects meeting 
special criteria may be insured at a below 
market interest rate. Eligibility for oc¬ 
cupancy of a project financed with a 
below market interest rate mortgage is 
limited to families and elderly or handi¬ 
capped Individuals having an Income 
below the Income ceiling established by 
the Commissioner for the area In which 
the project Is located. 

(b) The maximum mortgage on a low 
cost home Is limited to the lesser of the 
value of the property or a dollar amount 
which depends on whether a one-, two-, 
three- or four-family residence is in¬ 
volved. Where rehabilitation is involved, 
an additional adjustment in the maxi¬ 
mum mortgage Is made on the basis of 
the estimated cost of rehabilitation and 
the estimated value of the property prior 
to rehabilitation. The maximum mort¬ 
gage on a multifamily project is limited 
to the lesser of: 

(1) A dollar amount. 

(2) An amount computed under a 
statutory formula based on a ratio the 
loan bears to the replacement cost of 
the property with an additional adjust¬ 
ment made where the project involves 
rehabilitation. In such instances, the 
mortgage Is limited to the estimated cost 
of rehabilitation plus the estimated value 
of the property prior to rehabllltatioa 
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(3) An amount based on the number 
of bedrooms In each dwelling unit. 

(c) This program is authorized under 
title n, section 221 of the National Hous¬ 
ing Act and governed by regulations con¬ 
tained in Part 221 of this chapter. 

Publicly Constructed Housing 
Insurance 

8 200.34 Miscellaneous type mortgages. 

The FHA insures mortgages financ ing 
purchases of certain types of permanent 
housing sold by Federal and State Gov¬ 
ernments. including the first resale. 
This program is authorized under Title 
n, section 223 of the National Housing 
Act and governed by regulations set out 
in connection with each of the applicable 
Insurance programs. 

Experimental Housing Insurance 
§ 200.33 Experimental housing. 

(a) The FHA insures mortgages on 
home and multifamily properties that 
Incorporate new or untried construction 
concepts aimed at reducing housing costs, 
raising living standards, quality, liva¬ 
bility or durability, or improving neigh¬ 
borhood design. The program contem¬ 
plates the utilization and testing of 
advanced technology in housing design, 
materials, or products so as to contribute 
to the foregoing objectives. Mortgages or 
Improvement loans that meet the eligi¬ 
bility requirements for insurance under 
any of the various FHA title n home or 
project mortgage programs may be eligi¬ 
ble for insurance under the experimental 
housing section of the Act. provided the 
proposed construction meets applicable 
eligibility and property standards for the 
section of the Act under which it Is to be 
processed. The maximum mortgage CAn- 
not exceed an amount computed under a 
statutory formula based on a ratio the 
loan bears to the estimated cost of re¬ 
placing the property using comparable 
conventional design, materials and con¬ 
struction. 

(b) This program is authorized under 
section 233 of the National Housing Act 
and governed by the regulations con¬ 
tained In Part 233 of this chapter. 

Property Improvement Loan Insurance 
8 200.38 Title I improvement loan*. 

(a) The FHA Insures financial insti¬ 
tutions against loss on short term loans 
(5 to 7 years) made to finance altera¬ 
tions, repairs and improvements to exist¬ 
ing structures and the building of small 
new structures for nonrcsldentlal use. To 
be eligible, the existing structures must 
have been completed at least 00 days 
prior to the loan application. 

(b> This program is authorized under 
title I. section 2 of the National Housing 
Act and governed by regulations con¬ 
tained in Part 201 of this chapter. 

8 200.39 Other improvement loans, 

(a) The FHA insures finari rfiti insti¬ 
tutions against loss on long-term ( 20 - 
year) loans made to finance the repair; 
restoration, rehabilitation, conversion* I 
alteration, enlargement ot remodeling of 
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individual homes or multifamily struc¬ 
tures, To be eligible, the structures must 
be not less than 10 years old.except where 
the loan Is to be used for major struc¬ 
tural Improvements or to correct defects 
not known at the time of completion of 
the structure or where the structure has 
been damaged by Are, flood, windstorm, 
or other casualty. The loans may also be 
used by a borrow er to pay municipal as¬ 
sessments for public Improvements ad¬ 
jacent to or in the vicinity of the bor¬ 
rower's property. The loan amount is 
basically limited to the estimated cost of 
the improvements or a dollar maximum 
amount per family unit. There Is an ad¬ 
ditional limitation on the loan amount 
based on the lesser of the following: 

(1) The amount of the Improvement 
loan added to the outstanding Indebted¬ 
ness. 

(2) The maximum insurable loan for 
refinancing the existing indebtedness 
and financing the cost of improvements. 

(b) This program Is authorized under 
title n, sections 203 (k) and 220(h) of 
the National Housing Act and governed 
by regulations contained In Parts 203 
and 220 of this chapter. 

Subpart C—Organization and 
Management 
§ 200.10 Commissioner. 

The Federal Housing Administration 
Is headed by a Commissioner who is an 
Assistant Secretary in the Department 
of Housing and Urban Development and 
who has been designated by the Secre¬ 
tary to serve as Assistant Secretary for 
Housing Production and Mortgage Credit. 
Each Assistant Secretary of the Depart¬ 
ment Is appointed by the President by 
and with the advice and consent of the 
Senate. 

g 200.il Administrative alafT. 

The principal administrative staff of 
the FHA includes the Deputy Assistant 
Secretary, the Executive Assistant Com¬ 
missioner, and Assistant Commissioners, 
whose respective * duties and areas of 
authority are Indicated by their titles. 

§ 200.42 Principal diviaioiu. 

Various Divisions have been estab¬ 
lished In the Headquarters office at 
Washington. D.C. which ore altered as 
programs, authority and duties are 
changed from time to time. 

g 200.43 Regional Operation# Commit- 
•ion era. 

The territory served by the Federal 
Housing Administration la divided Into 
geographical regions comprised of a 
group of field Insuring offices. Each re¬ 
gion Is headed by a Regional Operations 
Commissioner who is responsible to the 
Assistant Commissioner for Field Oper¬ 
ations for the supervision, direction and 
coordination of all functions and respon¬ 
sibilities of the several officers within the 
jurisdiction established for the particular 
region. 

§ 200.4-1 Field Office Director*. 

Each of the Insuring offices is man¬ 
aged and supervised by a Director wbo 
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Is the operating head thereof and the 
representative of the FHA In the terri¬ 
tory served by the Insuring office. The 
Director Is also responsible for the ad¬ 
ministration of those of the various 
service offices or valuation stations estab¬ 
lished in his territory. 

Subpart D—Delegations of Basic 
Authority and Functions 

DrixcATioNs to Pasticcdvr Positions 
S 200.30 Authority for delegation*. 

(a) Section 5(a) of the Department 
of Housing and Urban Development Act 
(79 Stat. 667) transferred to and vested 
In the Secretary all of the functions, 
powers, and duties of the Federal Hous¬ 
ing Commissioner and the Federal 
Housing Administration which existed 
prior to November 9, 1965. 

(b) Section 1 of title I of the National 
Housing Act. the authority under which 
the Commissioner and the Federal Hous¬ 
ing Administration operated prior to 
November 9. 1965, provides in part oa 
follows: 

• • • in order to carry out the provisions 
of thl* title and title* II, m. VI. VII. VUI, IX. 
and X. the Commissioner may establish euch 
agencies, eocept and utilize such voluntary 
and uncompensated services, utilize such 
Federal officers and employees, and. with the 
consent of the State, such State and local 
officers and employees, and appoint such 
other officers and employees as he may find 
necessary, and may prescribe their authori¬ 
ties, duties, responsibilities. • • •. Ths 
Commissioner may delegate any of the 
functions and power* conferred upon him 
under this title and ptlea n. m. VI. VH. 
VIII, IX. and X to such officers, agents and 
employees ss he may designate or ap¬ 
point • • •. 

(o) Section 7(d) of the Department of 
Housing and Urban Development Act (79 
Stat. 667) provides in part as follows: 

The Secretary may delegate any of his 
functions, powers, and duties to such officers 
and employees of the Department as he may 
designate, may authorize such successive 
redelegations of such functions, powers, and 
duties ss he may deem desirable, and may 
make such rules and regulations ss may be 
ne c essa r y to carry out bis functions, powers, 
and duties • • * 

(d) Interim Order n effective Janu¬ 
ary 18. 1966 (31 FiL. 815) provldee in 
part as follows: The offices or position* 
and organizational units in the Depart¬ 
ment shall Include, in addition to those 
otherwise prescribed: 

Respective organizational 
Office or position unit 

Federal Bousing Federal Housing Admin- 

Commissioner. istratlon. 

Each officer or employee appointed to, or 
designated to act In, the office or position 
listed Immediately above, and each orga¬ 
nizational unit so listed Is hereby author¬ 
ised to exercise the functions, powers, 
and duties vested In, or delegated or as¬ 
signed to, the office or position or officer 
or employee or organizational unit hav¬ 
ing the same title Immediately prior to 
the effective date of the Act, and to re¬ 
delegate and authorize successive rcdcle- 
gatlons of such authority to the extent 


empowered under authority vested, dele¬ 
gated. or assigned immediately prior to 
the effective date of the Act. Authority 
delegated herein or redelegated here¬ 
under shall be exercised in the name of 
the Secretary, except that authority dele¬ 
gated to the Federal Housing Comml’- 
sioner or the Public Housing OommJs 
slaner may be exercised in the name of 
the Federal Housing Commissioner or the 
Federal Housing Administration, or the 
Public Housing Commissioner or the 
Public Housing Administration, respec¬ 
tively, and any actions taken under this 
delegation or a redelegation hereunder 
by or In the name of the Federal Housing 
Commissioner, Federal Housing Admt: - 
Lslration. the Public Housing Comml - 
sioner, or the Public Housing Admin h 
trntion, shall be deemed to be the action 
of the Secretary. 

(e) Section 207 of the Appalachian 
Regional Development Act of 1965 au¬ 
thorizes the Secretary of Housing and 
Urban Development to make loans and 
grants, under such terms and conditions 
as he may prescribe, to nonprofit, limit¬ 
ed dividend, or cooperative organiza¬ 
tions, or to public bodies, for expenses 
of planning and of obtaining an insured 
mortgage for a housing construction or 
rehabilitation project, under section 221 
or 236 of the National Housing Act, in 
any area of the Appalachian region de¬ 
termined by the Appalachian Regional 
Commission to have significant poten¬ 
tial for future growth. The Assistant Sec¬ 
retary-Federal Housing Commissioner, 
Is, by delegation of authority from the 
Secretary, authorized to execute the 
powers and functions vested In the Sec¬ 
retary by section 207 of the Appalachhu. 
Regional Development Act of 1965. as 
amended, and la further authorized to 
redclegate to one or more employees un¬ 
der his Jurisdiction any of the authority 
delegated by the Secretary and to au¬ 
thorize successive delegation thereof. 

§ 200.51 Acting Commissioner, 

The Deputy Assistant Secretary, the 
Executive Assistant Commissioner, the 
Assistant Commissioner for Field Opera¬ 
tions, the Assistant Commissioner for 
Programs, the Assistant Commission ' 
for Administration, and the Assists m 
Commissioner-Comptroller. In the order 
named, are designated by the Assistant 
Secretary-Commissioner to act in his 
place and stead in the event of his ab¬ 
sence or inability to act. having the title 
of “Acting Commissioner 1 ' with all the 
powers, duties, and rights delegated to 
the Assistant Secretary-Commissioner :ry 
the Secretary of Housing and Urban 
Development. 

§ 200.52 Deputy Assistant Secretary. 

To the position of Deputy Assistant 
Secretary there is delegated the basic au¬ 
thority and functions and to act with 
and for the Assistant Secretary -Comml. - 
sioner In the general administration ot 
the Federal Housing Administration, In 
the determination of basic policy and In 
the general supervision, direction and 
coordination of all operations, activities 
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and functions of the Federal Housing Ad¬ 
ministration, with full authority at all 
times to make any decision which the As¬ 
sistant Secretary-Commissioner Is au¬ 
thorized to make and to Issue any order 
which the Assistant Secretary-Commis¬ 
sioner Is authorized to Issue. 

§ 200.52a AasUtant CommUaionrr for 
Field Operations and Deputy. 

To the position of Assistant Commis¬ 
sioner for Field Operations and under 
Ills general supervision to the position of 
Deputy Assistant Commissioner for Field 
Operations there Is delegated the fol¬ 
lowing basic authority and functions: 

la) To act with the Commissioner In 
the determination of basic policy and to 
be a member of the Executive Board. 

<b) To direct all field operations for 
Housing Production and Mortgage Cred¬ 
it—FHA, Including insurance of mort¬ 
gages and production of low-rent public 
housing. Expedites housing production 
by developing production quotas and 
goals for all stages of processing, main¬ 
taining a record of accomplishments 
related to goals, and arranging for tech¬ 
nical assistance to the local offices as 
needed. 

(c) To be responsible for coordination 
and general supervision of the Regional 
Operations Commissioners. 

(d) [Reserved] 

(e) To take any action authorized to 
be taken by any office or division within 
his Jurisdiction. 

(f> To approve or disapprove the non- 
collectlon or refund of fees, to extend the 
period within which a mortgagee or 
lender is required to take action in order 
to prevent the expiration of a multi- 
family housing commitment or In order 
to reopen an expired multifamily housing 
commitment, and to approve or disap¬ 
prove the retroactive reinstatement or 
reopening of an expired multifamily 
housing commitment. 

§ 200.52b Director of the Mortgage In- 
turn nrc Programs Support Division 
nnd Deputy. 

To the position of Director of the 
Mortgage Insurance Programs Support 
Division and under his general super¬ 
vision to the position of Deputy Direc¬ 
tor of the Mortgage Insurance Programs 
Support Division there is delegated the 
following baoic authority and functions: 

(a) To expedite housing production 
by developing production quotas and 
goals for the mortgage Insurance pro¬ 
grams through all stages of processing, 
by maintaining a continuing analysis of 
accomplishments related to goals, and 
by arranging for technical assistance to 
the local offices as needed. 

§ 200.53 Director of the Publicly Fi¬ 
nanced Programs Support Division 
and Deputy. 

To the position of Director of the Pub¬ 
licly Financed Programs Support Divt- 
ilon and under his general direction to 
the Deputy Director of the Publicly Fi¬ 
nanced Programs Support Division there 
1* delegated the following basic authority 
Arid functions: 


(a; To expedite the production of 
housing by developing quotas and goals 
for the publicly-financed programs. In¬ 
cluding low-rent public housing, college 
housing, and Alaska housing, by main¬ 
taining a continuing analysis of accom¬ 
plishments related to goals, and by ar¬ 
ranging for specialized assistance to the 
local offices os needed. 

| 200.54 Director of the Administrative 
Support Division and Deputy, 

To the position of Director of the Ad¬ 
ministrative Support Division and under 
his general supervision to the position of 
Deputy Director of the Administrative 
Support Division there Is delegated the 
following basic authority and functions: 

(a) To provide administrative support 
to all Housing Production and Mortgage 
Credit-FHA field office activities Includ¬ 
ing personnel, budget, and other services. 

§ 200.55 Auiilinl Comim»*innrr Prop¬ 
erty Improvement and Deputy. 

To the position of Assistant Commis¬ 
sioner for Property Improvement and 
under his general supervision to the posi¬ 
tion of Deputy Assistant Commissioner 
for Property Improvement there is dele¬ 
gated the following basic authority and 
functions: 

(a) To act with the Commissioner in 
the determination of basic policy and to 
be a member of the Executive Board. 

(b) To direct the activities of the 
Property Improvement Division. 

(c) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the insurance of property 
Improvement and mobile home loans 
under section 2 of title I of the National 
Housing Act, and for the liquidation of 
defaulted title I loans acquired in con¬ 
nection with the settlement of claims. 

(d) To exercise the authority of the 
Commissioner under the regulations 
governing the Insurance of loans under 
section 2 of Title I of the National Hous¬ 
ing Act in any instance which Is sub¬ 
ject to the approval of the Commissioner. 

(e) To issue or cancel contracts of in¬ 
surance under Title I of the National 
Housing Act and transfer such contracts 
and the rights and benefits accruing 
thereunder between lending Institutions. 

it) To reject or accept for Insurance 
loans or advances of credit made under 
the provisions of section 2 of Title I of 
the National Housing Act that require 
the prior approval of the Federal Hous¬ 
ing Commissioner. 

(g) To Institute precautionary meas¬ 
ures with respect to any dealer or con¬ 
tractor operating under the provisions 
of section 2 of Title I of the National 
Housing Act. 

(h) To direct and supervise surveys of 
Title I lending Institutions to assure 
compliance with established policies and 
terms of insurance contracts. 

(i) To maintain liaison with the 
Office of Investigation. HUD, concern¬ 
ing requests for and reports of Inves¬ 
tigation of alleged noncompliance or 
criminal activity In connection with sec¬ 
tion 2 of title I of the National Housing 
Act. 


(200.56 Ajwifttant Commit*loner I*n- 
luUldard Iniurrd Housing Pro¬ 
grams and Deputy. 

To the position of Assistant Commis¬ 
sioner for Unsubsldized Insured Housing 
Programs and under his general super¬ 
vision to the position of Deputy Assistant 
Commissioner for Unsubsldized Insured 
Housing Programs there is delegated the 
following basic authority and functions: 

(a) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the Insurance and serv¬ 
icing of home mortgages other than 
those insured under sections 221(h), 
235, 237, and 243. and for the insurance 
and servicing of mortgages under sec¬ 
tion 240. 

(b) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the insurance of multi¬ 
family housing mortgages under sections 
207, 213. 231, 234, and 221(d)(4). nurs¬ 
ing homes, intermediate care facilities, 
group practice faculties, and nonprofit 
hospitals. 

(c) To approve or cancel the approval 
of financial institutions as approved 
mortgagees. 

(d) To act with the Commissioner and 
under his direction in the determination 
of basic policy and be a member of the 
Executive Board. 

(e) To sign modification agree¬ 
ments prior to final endorsement for all 
projects under his Jurisdiction. 

(f) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the insurance and serv¬ 
icing of mortgages under the title X 
Land Development program. 

§ 200.56a Director Single Family and 
Ijind Development Division and 
Deputy. 

To the position of Director of the Sin¬ 
gle Family and Land Development Divi¬ 
sion and under his general supervision 
to the Deputy Director of the Single 
Family and Land Development Division, 
there is delegated the following basic au¬ 
thority and functions: 

(a) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the Insurance and serv¬ 
icing of home mortgages other than 
those insured under sections 221 (h). 235. 
237, and 243, and for the insurance and 
servicing of mortgages under section 240. 

(b) To approve or cancel the approval 
of financial Institutions os approved 
mortgagees. 

(c) To supervise activities in connec¬ 
tion with the Certified Agency Program 
and to designate, qualify and certify ap¬ 
proved mortgagees as agents of the Fed¬ 
eral Housing Administration to process 
mortgage insurance applications and 
Issue commitments for insurance. 

(d) To review and evaluate home 
mortgage insurance default experience, 
and to provide technical advice and 
guidance to approved mortgagees and 
field offices on insured home mortgage 
servicing problems. 

(e> To review cases relating to ex¬ 
penditures to correct or compensate for 
structural defects In houses financed 
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with insured mortgages and to approve 
or reject, without referral to the Struc¬ 
tural Defects Committee, those requests 
for financial assistance which he de¬ 
termines do not Involve circumstances 
of an exceptionally difficult or question¬ 
able nature. 

<f) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the insurance and serv¬ 
icing of mortgages under the title X Land 
Development program. 

g 200.58 Director Multifamily Division 
and Deputy 

To the position of Director of the 
Multifamily Division and under his gen¬ 
eral supervision to the position of Deputy 
Director of the Multifamily Division 
there is delegated the following basic 
authority and functions: 

(a) To develop and recommend poli¬ 
cies and establish operating plans for 
the insurance of multifamily housing 
mortgages, exclusive of sections 221 <d> 
(3) below market interest rate mort¬ 
gages, 221<h>. 235<J>. 236, and 243. for 
insurance of nursing homes and inter¬ 
mediate care facilities; insurance of 
equity investments in multifamily hous¬ 
ing; and Insurance of mortgages for the 
construction and equipment of facilities 
for the group practice of medicine and 
nonprofit hospitals. 

(b> To provide technical advice and 
guidance to consumer groups concern¬ 
ing the organization and financing of 
cooperative housing projects. 

(c> To be responsible for the adminis¬ 
tration of FHA's responsibility with re¬ 
spect to the nonprofit hospital mortgage 
insurance program and for coordination 
with the Department of Health. Educa¬ 
tion. and Welfare on the program. 

(d) To sign modification agreements 
prior to final endorsement for all proj¬ 
ects under his jurisdiction. 

§ 200.58a Chief of the Rental flouring 
Branch* 

To the position of Chief of the Rental 
authority to develop and recommend pol- 
Housing Branch there is delegated the 
lcies and establish operating plans and 
procedures for the insurance of all multi- 
family housing project mortgages under 
sections 207 and 220. 221(d)(4). title 

vm, and the insurance of equity invest¬ 
ments in multifamily housing under title 

vn. 

§ 200.58b Chief of llic Cooperative and 
Condominium Branch. 

To the position of Chief of the Co¬ 
operative and Condominium Branch 
there Ls delegated the following basic 
authority and functions: 

(a) To develop and recommend pol¬ 
icies, procedures and requirements for 
the insurance of cooperative housing 
mortgages and condominium mortgages. 

<b) To provide technical advice and 
guidance to consumer groups concerning 
the organization and financing of co¬ 
operative housing projects. 
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§ 200.58c Chief of the Nurting Homes 
and Related Facilities Branch. 

To the Chief of the Nursing Homes 
and Related Faculties Branch, there is 
delegated the following basic authority 
and functions: 

(a) To develop and recommend pol¬ 
icies. procedures, requirements, and 
methods of operation for the insurance 
of mortgages for nursing homes and in¬ 
termediate care faculties. 

(b) To be responsible for administra¬ 
tion of the insurance programs for nurs¬ 
ing homes and intermediate care 
facilities. 

§ 200.58d Chief of the Group Practice 
and Nonprofit Hospital* Branch. 

To the position of Chief of the Group 
Practices and Nonprofit Hospitals 
Branch there is delegated the following 
basic authority and functions: 

(a) To develop and recommend pol¬ 
icies. procedures, requirements, and 
methods of operation for the insurance 
of mortgages for the construction and 
equipment of faculties for the group 
practice of medicine and for nonprofit 
hospitals. 

(b) To be responsible for the adminis¬ 
tration of FHA's responsibility with re¬ 
spect to the nonprofit hospital mortgage 
Insurance program and for coordination 
with the Department of Health, Educa¬ 
tion. and Welfare on the program. 

§ 200.59 AmuUuH CoinmUftioner Sub¬ 
sidized HouMng Program* and 
Deputy. 

To the position of Assistant Commis¬ 
sioner for Subsidized Housing Programs 
and under his general supervision to the 
position of Deputy Assistant Commis¬ 
sioner for Subsidized Housing Programs 
there is delegated the foUowing basic au¬ 
thority and functions: 

(a) To act with the Commissioner and 
under his direction in the determination 
of basic policy and be a member of the 
Executive Board. 

<b) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the administration of the 
low-rent public housing program from 
preapplicatlon through the final accept¬ 
ance of the completed construction, and 
for the closing of the construction con¬ 
tract; or. In the case of a project 
acquired or leased after completion, from 
preapplication through acceptance of the 
completed project and acquisition of title 
or leasehold interest 

(c) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the administration of the 
Alaska housing program, the college 
housing program, and the elderly hous¬ 
ing program under section 202 from pre- 
application through construction com¬ 
pletion, determination of the final loan 
and/or grant amount, and final closing 
and execution of the loan and/or grant 
documents. 

(d) To control the utilization of funds 
and contract authority available for the 
production of housing under the low- 
rent public housing program, the Col¬ 
lege Housing Assistance Program and the 
Assistance Program for Alaska Housing; 


funds available for the direct loan pro¬ 
gram for housing for the elderly or 
handicapped; contract authority for the 
rent supplement, homeownershlp as¬ 
sistance, rental housing assistance and 
homeownershlp for middle-income fami¬ 
lies programs, and special assistance 
funds under the section 221 below mar¬ 
ket interest rate program to insure ap¬ 
propriate distribution and fund account¬ 
ability and to make available on a 
continuing basis information on project 
and program status on all the abovemen- 
tloned programs. 

(e) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the insurance of multi- 
family housing mortgages under section 
221(d)(3) at below market interest 
rates, exclusive of prescribing forms and 
procedures for cooperatives and con¬ 
dominiums; for insurance of mortgages 
under the rent supplement program and 
the rental housing assistance program; 
for insurance and servicing of mortgages 
under sections 235 and 237; for Insurance 
of mortgages on cooperative and con¬ 
dominium housing under the section 243 
homeownershlp for middle-income fami¬ 
lies program and for insurance and serv¬ 
icing of single-family mortgages under 
section 243; for nonlnsured assistance to 
state and local housing programs under 
the rent supplement program and the 
rental housing assistance program; and 
for technical and loan assistance to non¬ 
profit sponsors of low and moderate in¬ 
come housing. 

(f) To act for the Commissioner in 
approving applications for financial as¬ 
sistance under section 106 of the Housing 
and Urban Development Act of 1968 and 
section 207 of the Appalachian Regional 
Development Act of 1965, as amended; In 
approving the waiver of interest on loans 
made to nonprofit organizations under 
the Appalachian Regional Development 
Act of 1965; and in providing technical 
assistance to nonprofit sponsors author¬ 
ized under the 1969 Amendments to the 
Appalachian Regional Development Act; 
and to recommend to the Loan Assist¬ 
ance Committee approval or disapproval 
of the waiver of repayment in whole or 
in part of loans made under section 106 
of the Housing and Urban Development 
Act of 1968 and section 207 of the Appa¬ 
lachian Regional Development Act of 
1965, as amended. 

§ 200.59a Director Publicly Financed 
Housing Division and Deputy. 

To the position of Director of the Pub¬ 
licly Financed Housing Division and 
under his general supervision to the 
position of Deputy Director of the Pub¬ 
licly Financed Housing Division there is 
delegated the following basic authority 
and functions: 

(a) To be responsible for administra¬ 
tion of the low-rent public housing pro¬ 
gram from preapplicatlon through the 
final acceptance of the completed con¬ 
struction, and for the closing of the con¬ 
struction contract; or. in the case of a 
project acquired or leased after com¬ 
pletion. from preapplication through ac¬ 
ceptance of the completed project and 
acquisition of title or leasehold interest. 
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(b) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the administration of the 
Alaska housing program and the college 
housing program from preapplication 
through construction completion, deter¬ 
mination of the final loan and/or grant 
amount, and final closing and execution 
of the loan and/or grant documents. 

(c) To control the utilization of funds 
And contract authority available for the 
production of housing under the low-rent 
public housing program, the College 
Housing Assistance Program, and the 
Assistance Program for Alaska Housing 
to insure appropriate distribution and 
fund accountability, and to make avail* 
Able on a continuing basis Information 
on project and program status on the 
above-mentioned programs. 

§ 200.59b Chief of the Cow Rent IIoti»- 

ing Branch. 

To the position of Chief of the Low 
Kent Housing Branch, there Is dele¬ 
gated the following basic authority and 

functions: 

(a) To be responsible for administra¬ 
tion of the low-rent public housing pro¬ 
gram from preapplication through the 
final acceptance of the completed con¬ 
struction, and for the closing of the con¬ 
struction contract; or. In the case of a 
project acquired or leased after com¬ 
pletion, from preapplication through ac¬ 
ceptance of the completed project and 
acquisition of title or leasehold interest. 

(b) To control the contract authority 
and funds available for the production 
o! housing under the low-rent public 
housing program, and to make available 
on a continuing basis information on 
project and program status. 

§ 290.59c Chief of the College Housing 
Assistance Branch. 

To the position of Chief of the College 
Housing Assistance Branch there Is dele¬ 
gated the following basic authority and 
functions: 

(a) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for the administration of the 
College Housing Program from preappll- 
cation through construction completion, 
determination of the final loan and/or 
grant amount, and final closing and ex¬ 
ecution of the loan and/or grant 
documents. 

(b) To maintain control of the funds 
available for the College Housing Pro¬ 
gram to insure appropriate distribution 
and fund accountability. 

S 200.61 Director Subsidised Mortgage 
Insurance Division and Deputy. 

To the position of Director of the Sub¬ 
sidized Mortgage Insurance Division and 
under his general supervision to the posi¬ 
tion of Deputy Director of the Subsidized 
Mortgage Insurance Division there Is 
delegated the following basic authority 
and functions: 

(»> To develop and recommend poli¬ 
cies and establish operating plans and 
Procedures for the insurance of multl- 
•jjmily housing mortgages under section 
221(d) (3) at below market interest rates. 
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exclusive of prescribing forms and pro¬ 
cedures for cooperatives and condomin¬ 
iums; for insurance of mortgages under 
the rent supplement program, the rental 
housing assistance program, and the 
credit assistance program; for Insurance 
and servicing of mortgages under sections 
235 and 237; for insurance of mortgages 
on cooperative and condominium hous¬ 
ing under the section 243 homeowner- 
ship for middle-income families pro¬ 
gram. and for Insurance and servicing 
of single-family mortgages under sec¬ 
tion 243: for noninsured assistance to 
State and local housing programs under 
the rent supplement program and the 
rental housing assistance program: for 
technical and loan assistance to non¬ 
profit sponsors of low and moderate in¬ 
come housing: and for control and utili¬ 
zation of contract authority under the 
rent supplement program, the home- 
ownership assistance program, the rental 
housing assistance program, the home- 
ownership for middle-income families 
program, and the allocation of special 
assistance funds under the section 221 

(d) (3) below market interest rate 
program. 

(b) To act for the Commissioner in 
approving applications for financial as¬ 
sistance under section 106 of the Housing 
and Urban Development Act of 1968 
and section 207 of the Appalachian Re¬ 
gional Development Act of 1965. as 
amended; In approving the waiver of 
Interest on loans made to nonprofit 
organizations under the Appalachian 
Regional Development Act of 1965; and 
In providing technical assistance to non¬ 
profit sponsors authorized under the 
1969 Amendments to the Appalachian 
Regional Development Act; and to rec¬ 
ommend approval or disapproval of the 
waiver of repayment In whole or In part 
of loans made under section 106 of the 
Homing and Urban Development Act of 
1968 and section 207 of the Appalachian 
Regional Development Act of 1965, as 
amended. 

(c) To approve or direct the approval 
of loans for housing for the elderly or 
handicapped under section 202 of the 
Housing Act of 1959. Including full au¬ 
thority to make contracts, sign and 
execute documents, and take any action 
Incident thereto, and to be responsible 
for conversion of section 202 projects to 
insured private financing with Interest 
assistance under section 236 of the Na¬ 
tional Housing Act. 

g 200.61a [Reamed] 
g 200.61b [Reserved] 

6 200.61e [Reserved] 

§ 200.6l«l Chief of the Homeownerohip 
A»»istance Branch* 

To the position of Chief of the Home- 
ownership Assistance Branch there Is 
delegated authority to develop and rec¬ 
ommend policies and establish operating 
plans and procedures for the insurance 
and servicing of mortgages under sec¬ 
tions 235(1) and 237. and for adminis¬ 
tration of the contract authority under 
the homeownership assistance program. 
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g 200.61c [Reserved] 

g 200.61 f Chief Multifamily Hotming 
Assistance Branch. 

To the position of Chief of the Multi¬ 
family Housing Assistance Branch there 
Is delegated the following basic authority 
and functions: 

(a) To develop and recommend 
policies and establish operating proce¬ 
dures for the Insurance of mortgages 
under section 221(d)(3). section 236. 
and the rent supplement program; and 
for noninsured assistance to State and 
local housing programs under the rent 
supplement program and the rental 
housing assistance program. 

(b) To be responsible for utilization 
and control of the contract authority 
for the rent supplement program and the 
rental housing assistance program: for 
approval of loans under the direct loan 
program for housing the elderly or 
handicapped under section 202 of the 
Housing Act of 1959. and for conversion 
of section 202 projects to Insured private 
financing with interest assistance under 
section 236 of the National Housing Act. 

(c) To approve applications for finan¬ 
cial assistance under section 106 of the 
Housing and Urban Development Act of 
1968 and section 207 of the Appalachian 
Regional Development Act of 1965, as 
amended; to approve the waiver of In¬ 
terest on loans made to nonprofit orga¬ 
nizations under the Appalachian Region¬ 
al Development Act of 1965; to provide 
technical assistance to nonprofit spon¬ 
sors under the Appalachian Develop¬ 
ment program; and to recommend ap¬ 
proval or disapproval of the waiver of 
repayment in whole or in part of loans 
made under section 106 of the Housing 
and Urban Development Act of 1968 and 
section 207 of the Appalachian Regional 
Development Act of 1965, as amended. 

$ 200.62 Awl^nnl Commi*«iofirr Tech¬ 
nical and Credit Standard* and 
Deputy. 

To the position of Assistant Commis¬ 
sioner for Technical and Credit Stand¬ 
ards and under his general supervision 
to the position of Deputy Assistant Com¬ 
missioner for Technical and Credit 
Standards there Is delegated the follow¬ 
ing basic authority and functions: 

(a) To act with the Commissioner and 
under his direction in the determination 
of basic policy and be a member of the 
Executive Board. 

(b) To be responsible for coordination 
and general supervision of the Architec¬ 
ture and Engineering Division and the 
Appraisal and Mortgage Risk Division 
comprising the functions of establishing 
and maintaining standards, methods, 
procedures, and techniques in the areas 
of architecture and engineering, con¬ 
struction cost, land planning, mortgage 
credit, valuation, the selection and rat¬ 
ing of mortgage risk, the provision of 
technical advice and guidance in these 
fields to all organizational elements of 
the Administration; the evaluation of the 
technical suitability of products and ma¬ 
terials under section 521 of the National 
Housing Act; and the formulation of 
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policies, standards, and guidelines with 
respect to the technical aspects of the 
development of low-rent public housing. 

<c) To be responsible for the develop¬ 
ment of policies, standards, and proce¬ 
dures for land acquisition functions and 
for appraisal and real estate tax and title 
functions for land acquisition and dis¬ 
position programs of the Department ex¬ 
cept urban renewal. 

§ 200.63 Director of llio Architecture 
ami Engineering Divlaion and 
Deputy. 

To the position of director of the 
Architecture and Engineering Division 
and under his general supervision to the 
Deputy Director of the Architecture and 
Engineering Division, there is delegated 
the following basic authority and 
functions: 

(a) To develop and maintain archi¬ 
tectural. land planning, and engineering 
standards, techniques, and procedures. 

(b) To provide technical advice and 
guidance to all organizational elements 
of the administration In the fields of 
architecture, land planning, and engi¬ 
neering. 

(C) To be responsible for the formula¬ 
tion of policies, standards, and guide¬ 
lines relative to the technical aspects of 
the development of low'-rent housing in¬ 
cluding site selection, site planning proj¬ 
ect design, and project planning and to 
develop policy and guidelines for Re¬ 
gional Office use in preparing appropriate 
cost standards for low-rent public 
housing. 

§ 200.64 Director AppraUnl and Mort¬ 
gage Rink Division and Deputy. 

To the position of Director of the Ap¬ 
praisal and Mortgage Risk Division and 
under his general supervision to the posi¬ 
tion of Deputy Director of the Appraisal 
and Mortgage Risk Division there Is dele¬ 
gated the following basic authority and 
functions: 

(a) To develop and maintain stand¬ 
ards, procedures, and techniques for the 
valuation of property, the estimation of 
construction cost, determination of ac¬ 
ceptability of mortgage credit, and for 
the overall determination of mortgage 
risk and the acceptability of mortgage 
risk for insurance. 

(b) To provide technical advice and 
guidance to all organizational elements 
of the Administration In the fields of 
valuation, construction cost, mortgage 
credit, and risk determination. 

(c) To develop policies, standards, and 
procedures for land acquisition functions 
and for appraisal and real estate tax and 
title functions for land acquisition and 
disposition programs of the Department 
except urban renewal. 

§ 200.65 AjM'iotjant CommiMioncr Pro¬ 
gram* and Deputy. 

To the position of Assistant Commis¬ 
sioner for Programs and under his gen¬ 
eral supervision to the position of 
Deputy Assistant Commissioner for 
Programs there Is delegated the follow¬ 
ing basic authority and functions: 

(a) To act with the Commissioner and 
under hls direction In the determination 
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of basic policy and be a member of the 
Executive Board. 

<b> To be responsible to the Commis¬ 
sioner for the coordination and general 
supervision of the Program Division, 
the Research and Statistics Division, and 
the Economic and Market Analysis Divi¬ 
sion comprising the functions of co¬ 
ordination of the development and 
formulation for the approval of the 
Commissioner of basic programs and 
related policies and program planning, 
the appraisal of programs and program 
objectives, the maintenance of a program 
of housing market analyses to serve all 
elements of the Department, advice and 
counsel on economic problems, conduct 
of actuarial studies, the provision of a 
complete actuarial service for all Insur¬ 
ance programs, and statistics on the 
property improvement loan program and 
housing produced or rehabilitated under 
the FHA mortgage insurance programs, 
the low rent public housing program, the 
college housing program, and the Alaska 
housing program. 

(c) To establish and circulate appro¬ 
priate family income limits for indi¬ 
vidual counties and/or localities in the 
United States as required by operations 
of section 221(h), section 235(1), section 
235(J>, and section 236 of the National 
Housing Act. 

§ 200.65a [Reserved] 

§ 200.651* Direelor Economic and Mar¬ 
ket Anolyala Division and Deputy, 

To the position of Director of the 
Economic and Market Analysis Division 
and under hls general supervision to the 
position of Deputy Director of the Eco¬ 
nomic and Market Analysis Division 
there is delegated the following basic 
authority and functions: 

(a) To maintain a program of housing 
market analysis to serve all elements of 
the Department, including related eco¬ 
nomic. Income limit, and rent schedule 
analyses. 

<b> To establish and circulate appro¬ 
priate family income limits for individ¬ 
ual counties and/or localities in the 
United States as required by operations 
of section 221(h), section 235(1). section 
235(J), and section 236 of the National 
Housing Act. 

g 200.66 Director of the Research and 
Slaliatlea Division and Deputy. 

To the position of Director of the Re¬ 
search and Statistics Division and under 
his general supervision to the position of 
Deputy Director of the Research and 
Statistics Division there Is delegated the 
following basic authority and functions: 

(a) To provide advice and counsel on 
economic problems. 

(b) (Reserved! 

(c) To maintain a program of housing 
statistics and statistics on the property 
improvement loan program and housing 
produced or rehabilitated under the FHA 
mortgage insurance programs, the low- 
rent public housing program, the college 
housing program, and the Alaska hous¬ 
ing program. 


(d) To conduct actuarial studies and 
provide complete actuarial service for all 
Insurance programs. 

g 200.67 Director of the Program Divi- 
•ion and Deputy. 

To the position of Director of the Pro¬ 
gram Division and under hls general 
supervision to the position of Deputy Di¬ 
rector of the Program Division there la 
delegated the following basic authority 
and functions: 

(a) To develop and recommend basic 
program plans and related policies. 

(b) To maintain a continuing apprais¬ 
al of the effectiveness of programs and 
policies. 

(e) To assist and advise with respect 
to the development and evaluation of 
legislative proposals affecting the in¬ 
surance programs of the Federal Housing 
Administration, the low-rent public 
housing program, the college housing 
program, and the Alaska housing 
program. 

§ 200.68 A*(ki*tant Commiosioncr Ad- 
ministration and Deputy. 

To the position of Assistant Commis¬ 
sioner for Administration and under his 
general supervision to the position of 
Deputy Assistant Commissioner for Ad¬ 
ministration there is delegated the fol¬ 
lowing basic authority and functions: 

<a> To be responsible for administra¬ 
tive-management functions of the Fed¬ 
eral Housing Administration; organiza¬ 
tional structures and related matters; 
budget activities; previous participation 
review; administrative staff planning 
and coordination of agency operations 
analysis activities; contracting for credit 
reports; management surveys, forms and 
records management; coordination and 
maintenance of the FHA manual, direc¬ 
tives, and other issuances and instruc¬ 
tional material; planning and liaison 
with the Assistant Secretary for Admin¬ 
istration on administrative-management 
matters in general, with the HUD Office 
of Personnel on personnel policies and 
procedures and on FHA personnel prob¬ 
lems, and with the HUD Office of General 
Services on general services required lor 
the operation of the Federal Housing Ad¬ 
ministration; for coordination and guid¬ 
ance on problems of compliance with 
legal and regulatory requirements by par¬ 
ticipants in HPMC-FHA programs, ex¬ 
cept those under section 2 of title I of the 
National Housing Act. including direction 
of liaison with the HUD Office of Investi¬ 
gation with reference to requests for in¬ 
vestigation and the reporting of the dis¬ 
position of cases; and to be in charge of 
the Budget Division, the Management 
and Operations Assistance Division, the 
Participation and Compliance Review 
Division, and the Operations Analysis 
Staff. 

(b) (Reserved! 

(c) To make or cause to be made under 

hls direction budget estimates, requests 
for apportionment, and allotments of 
funds; and to represent the Federal 
Housing Administration on budget mat¬ 
ters with the Bureau of the Budget 
and other government agencies and 
organizations. 
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(d) To execute or cause to be executed 
under his direction contracts for credit 

reports, 

(e) TO take any action authorized to 
be taken by any division or office within 
his Jurisdiction. 

(f) To act for the Commissioner in 
approving the settlement of tort claims 
for and against the Commissioner and 
the execution of releases or other In¬ 
struments required in connection there¬ 
with. 

(g) To act with the Commissioner and 
tinder his direction in the determination 
of basic policy and be a member of the 
Executive Board. 

(h) To develop, review, evaluate, and 
recommend organizational structure, del¬ 
egations of authority, and distribution of 
functions. 

(I) To administer FHA’s defense plan¬ 
ning and emergency housing activities 
and oversee the discharge of FHA's dele¬ 
gated responsibilities in these matters as 
outlined by executive order. 

(J) [Reserved 1 

(k) To determine in connection with 
departmental activities, except those un¬ 
der section 2 of Title I of the National 
Housing Act. noncompliance with rules, 
rvfiliations, and instructions of the Fed¬ 
eral Housing Administration; to refer 
such cases to the Inspection Division. 
HUD. and to maintain liaison with the 
Division on the disposition made of such 
cases. 

(l) To approve for payment travel and 
other expenses incidental to the transfer 
of an employee to a new duty station, as 
provided In the Administrative Expenses 

Act. 

<m) To authorize the issuance of Con¬ 
solidated Travel Authorizations and the 
procurement of automobiles from the 
OSA Interagency Motor Pool, and to ap¬ 
prove the use of Government owned or 
leased motor vehicles between the em¬ 
ployee's residence and place of employ¬ 
ment, in those cases in which it is deter¬ 
mined that such use Is necessary for 
the proper performance of the official 
duties of the employee Involved, and the 
Interests of the Government are best 
served. 

(n) To act for the Assistant Secre¬ 
tary-Commissioner on any administra¬ 
tive matter not otherwise acted upon or 
aligned, and exercising any redeleg able 
authority of the Commissioner on budget, 
organization, personnel and other admin¬ 
istrative matters (Including training, dis¬ 
ciplinary actions, hours of duty, over¬ 
time, and awards) except as the Com¬ 
missioner or his Deputy may personally 
act or otherwise specifically assign. 

(o> To be responsible for the review 
and recommendation of approval, dis¬ 
approval. or cancellation of approval of 
financial institutions as approved mort¬ 
gagees and of firms or individuals 
as authorized agents for approved 
mortgagees. 

§ 200.70 Director of ihc Budget Divi¬ 
sion and Deputy. 

To the position of Director of the 
Budget Division and under his general 
supervision to the position of Deputy DI¬ 
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rector of the Budget Division there is 
delegated the following basic authority 
and functions: 

<a> To direct all budget activities of 
the Federal Housing Administration and 
to represent the Federal Housing Admin¬ 
istration in budget matters with the 
Office of Management and Budget and 
with other government agencies and 
organizations. 

(b) To be responsible for the develop¬ 
ment and execution of the budget pro¬ 
gram, including the preparation of 
budget estimates and Justification there¬ 
for; the preparation of requests for ap¬ 
portionment of funds and Justification 
therefor: and the allotment of funds 
within the limits of appropriation acts, 
apportionments and other limitations. 

§ 200.71 Director Participation and 
Compliance Review Division and 
Deputy; Prcviou* Participation Re¬ 
view Officer, 

To the position of Director of the Par¬ 
ticipation and Compliance Review Divi¬ 
sion and under his general supervision 
to the position of Deputy Director of the 
Participation and Compliance Review 
Division and with respect to paragraph 
(a) of this section to the position of 
Previous Participation Review Officer 
there Is delegated the following basic 
authority and functions: 

(a) To act for the Assistant Secretary- 
Commissioner in approving, with respect 
to the previous participation of the 
principals. mulUfamily housing, nursing 
homes, group practice medical facilities, 
nonprofit hospitals, and land develop¬ 
ment mortgage insurance proposals, 
upon a determination that there is no 
Information concerning past FHA or 
other HUD program experience involving 
the previous participation of the princi¬ 
pals that is not clearly consistent with 
the acceptability of new proposals in¬ 
volving their participation; and in all 
cases in which such a determination Is 
not made, to present such cases and rele¬ 
vant information concerning them to the 
MulUfamily Participation Review Com¬ 
mittee for determination. 

(b) To act for the Assistant Secretary- 
Commissioner and the Assistant Com¬ 
missioner for Administration in provid¬ 
ing advice and guidance on compliance 
problems and reference and referral 
service on compliance records, with re¬ 
spect to all HPMC-FHA programs except 
those under secUon 2 of tiUe I of the 
NaUonal H ousin g Act, Including liaison 
with the HUD Office of Investigation 
concerning requests for Investigation and 
the reporting of the disposition of cases. 

g 200.72 Director of tlie Manupcmrnt 
and Operation* Auislanco Division 
and Deputy. 

To the posIUon of Director of the Man¬ 
agement and Operations Assistance Divi¬ 
sion and under his general supervision 
to the Deputy Director of the Manage¬ 
ment and Operations Assistance Divi¬ 
sion there is delegated the following basic 
authority and functions: 

(a) To direct comprehensive manage¬ 
ment engineering surveys of Washington 
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and field operations and activities fur 
the purpose of improving the efficiency, 
economy and effectiveness of opcraUons 
and to develop specific recommendaUons 
for the accomplishment of these pur¬ 
poses. 

(b) To assist in the development of 
the detailed plans and procedures for 
carrying out approved recommendations. 

(c) To assist in, and to coordinate, 
the installation of approved recom¬ 
mendations. 

(d> To evaluate the results of ap¬ 
proved recommendaUons. 

(e) To direct a comprehensive forms 
and records management program. 

(f) To coordinate and maintain the 
FHA Manual, directives and other issu¬ 
ances and instructional material. 

(g) To act for the Assistant Secretary- 
Commissioner in the following instances: 

(1) In approving the settlement of tort 
claims for and against the Assistant 
Secreta ry -Commissioner. 

(2) In approving the sctUement of 
claims not exceeding $6,500 made by em¬ 
ployees for damage or loss of personal 
property occurring incident to perform¬ 
ing Government service. 

(3) In executing releases or other in¬ 
struments required in connection with 
the settlement of claims under subpara¬ 
graphs (1) and (2) of this paragraph. 

(h) [Reserved) 

(i) To execute contracts for credit 
reports. 

(J) To approve for payment travel and 
other expenses incidental to the transfer 
of an employee to a new duty station, as 
provided in the Administrative Expenses 
Act. 

(k) To authorize the Issuance of Con¬ 
solidated Travel Authorizations and the 
procurement of automobiles from the 
G6A Interagency Motor Fool, and to ap¬ 
prove the use of Government owned or 
leased motor vehicles between the em¬ 
ployee's residence and place of employ¬ 
ment, in those cases in which it is deter¬ 
mined that such use is necessary for the 
proper performance of the official duties 
of the employee involved, and the Inter¬ 
ests of the Government are best served. 

Cl) To maintain a typing and steno¬ 
graphic service pool and a clerical serv¬ 
ices pool in support, respecUvely, of the 
adminlstraUve and nonadminlstraUve 
elements of the FHA central office 
organization. 

<m> To be responsible for the review 
and recommendation of approval, dis¬ 
approval. or cancellation of approval of 
financial Institutions as approved mort¬ 
gagees and of firms or Individuals as au¬ 
thorized agents for approved mortgagees, 

g 200.73 A* 0 i»tn»t ComntiAMonrr for 
Rehabilitation and Deputy. 

To the posIUon of Assistant Commis¬ 
sioner for Rehabilitation and under his 
general supervision to the position of 
Deputy Assistant Commissioner for Re¬ 
habilitation, there is delegated the fol¬ 
lowing basic authority and functions: 

(a) To develop and recommend poli¬ 
cies and establish operating plans and 
procedures for housing rehabilitation 
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under all FHA mortgage insurance pro¬ 
grams including the insurance of mort¬ 
gages under the sections 221(h) and 
235<j> programs, and for the rehabilita¬ 
tion of housing to be acquired under the 
low-rent public housing program, and 
to provide technical advice and assist¬ 
ance to the field offices on housing 
rehabilitation and training or rehabili¬ 
tation techniques. 

<b) To act with the Commissioner and 
under his direction in the determina¬ 
tion of basic policy and be a member of 
the Executive Board. 

g 200.77 A*«»*tnnt Cx)mmiwionrr-O)mp- 
I roller and Deputy. 

To the position of Assistant Commis¬ 
sioner-Comptroller, and under his gen¬ 
eral supervision to the position of 
Deputy Assistant Commissioner-Comp¬ 
troller, there is delegated the following 
basic authority and functions: 

(a) To be responsible for coordination 
and general supervision of the Account¬ 
ing Division, the Insurance Division, the 
Fiscal Division, the Procedures Division, 
and the Financial Reports Division. 

(b) To act with the Commissioner and 
under his direction in the determination 
of basic policy and be a member of the 
Executive Board. 

<c> To devise and establish Insurance 
fiscal servicing, accounting and fiscal 
procedures and to administer the fiscal 
policies and activities of FHA; and to 
provide or cause to be provided under 
his direction technical advice and guid¬ 
ance to all organizational elements of 
the FHA in the fields of accounting. In¬ 
surance fiscal servicing and fiscal 
matters. 

(d) To be responsible for the estab¬ 
lishment and maintenance of appropri¬ 
ate accounting, fiscal and mortgage in¬ 
surance controls and for the safeguard¬ 
ing of cash, notes, mortgages, negotiable 
instruments, checks, securities, deben¬ 
tures, contracts and properties. 

(e) To develop and recommend poli¬ 
cies. rules and procedures governing the 
settlement of Title I claims. 

(f) To exercise the authority of the 
Commissioner In any instance which is 
subject to the approval of the Commis¬ 
sioner In connection with the settlement 
of claims under section 2 of Title I of 
the National Housing Act. 

(g) To direct and supervise, or cause 
to be directed and suj>crvlsod. periodic 
portfolio examinations of institutions in¬ 
sured under the provisions of section 2 
of title I of the National Housing Act. 

<h> (1) To submit to tne Treasury De¬ 
partment authorizations for: 

(!) Investment of moneys held in the 
various insurance funds, not needed for 
the current operations of the FHA. in 
bonds or other obligations of the United 
States, or in bonds or other obligations 
guaranteed as to principal and Interest 
by the United States, and 

(ii) The redemption or sale of invest¬ 
ments In bonds or other obligations of 
tlve United States, or In bonds or other 
obligations guaranteed as to principal 
and interest by the United States, repre¬ 
senting undlsburscd mortgage proceeds 
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relating to multlfamily mortgages as¬ 
signed to the Secretary; and 

(2) To recommend, or cause to be 
recommended under his direction, liqui¬ 
dation of investments and redemption of 
debentures; to execute, or cause to be 
executed under his direction, assign¬ 
ments in connection with the redemp¬ 
tion of debentures held for the account 
of the FHA insurance funds or received 
in exchange for acquired security; and to 
maintain, or cause to be maintained 
under his direction, liaison with the 
Treasury Department in the execution 
of fiscal proposals. 

(3) To determine or cause to be de¬ 
termined under his direction the cash 
requirements of the various insurance 
funds for payment of insurance claims 
and to recommend borrowings from and 
repayments to the Treasury Department 
for this purpose. 

(I) To certify financial statements, 
and to execute and submit or to cause 
to be executed and submitted under his 
direction to the Treasury Department 
and/or to the Office of Management and 
Budget intergovernmental financial re¬ 
ports required by applicable statutes or 
regulations of the Treasury Department 
or Office of Management and Budget. 

(J) To designate certifying officers 
and to revoke such designation, to exe¬ 
cute and submit to the Treasury Depart¬ 
ment necessary statements and schedules 
with respect thereto, and perform all 
functions pertaining to the bonding of 
FHA employees, pursuant to applicable 
statutes, regulations, and the standards 
and procedures of the Secretary of the 
Treasury thereunder. 

(k) To submit or cause to be submitted 
under his direction to the Treasury De¬ 
partment (1) authorizations for (1) pur¬ 
chase of U-8. Government securities, 
pursuant to agreements between mort¬ 
gagors or other depositors and FHA and 
(11) sale and disposition of U-S. Govern¬ 
ment securities purchased for mortga¬ 
gors or other depositors, received as a 
result of assignment of Insured mort¬ 
gages or as a result of other agreements; 
(2) for safekeeping. UJS. Government 
securities deposited in accordance with 
mortgagor corporate charters, regula¬ 
tory or special agreements; and (3) re¬ 
quests for withdrawal of UjB. Govern¬ 
ment securities. 

(l) t Reserved! 

(m) To develop and maintain or cause 
to be developed and maintained under 
his direction a program for the fiscal 
servicing of all Secretary-held home and 
project mortgages; to execute or cause 
to be executed under his direction all 
vouchers for expenditures from mortga¬ 
gor’s escrow accounts, for payment of 
taxes on home and project properties 
where title Is vested in the Secretary and, 
with respect to home properties acquired 
by the Secretary, vouchers for payment 
of excess proceeds to effect final settle¬ 
ment on certificates of claim; and to exe¬ 
cute and receipt or cause to be executed 
and receipted under his direction appli¬ 
cations and receipts for any payments 
received representing refunds of taxes or 
other payments made by the Secretary 


in connection with property acquired by 
the Secretary under the provisions of the 
National Housing Act. 

(n) To keep or cause to be kept under 
h!s direction a seal of the Department of 
Housing and Urban Development; to cer¬ 
tify as to delegations of authority by the 
Assistant Secretary-Commissioner, and 
as to the truth or accuracy of copies nr 
original papers or documents in the pos¬ 
session of the FHA; to prepare and exe¬ 
cute notarized affidavits for the use of 
US. Attorneys in presenting the fiscal 
status of Secretary-held mortgages at 
foreclosure trials; and to maintain the 
Archives files of FHA. 

(o) To recommend the terms and con¬ 
ditions under which FHA offers to sell 
purchase money mortgages and Mtgnod 
mortgage notes to approved mortgagee ; 
upon approval of the recommendation 
make offers for the sale of such mort¬ 
gages and assigned notes; and execute 
in the name of the Secretary acceptance 
of such offers. 

(p) To endorse, or cause to be en¬ 
dorsed under his direction, mortgnie 
notes for insurance; to take, or cause 
to be taken under his direction, any 
action necessary to consummate the sale 
of Secretary-held mortgages to purchas¬ 
ers of such mortgages; and to execute, 
or cause to be executed, satisfactions of 
Secretary-held mortgages when the 
mortgage indebtedness has been paid 
in full. 

<q) To endorse, or cause to be en¬ 
dorsed under his direction, checks and 
other negotiable instruments for deposit 
or collection; to endorse, or esuse to 
be endorsed under his direction, loss 
drafts relating to Insurance coverage on 
Secretary-held home and project mort¬ 
gages; to endorse, or cause to be en¬ 
dorsed under his direction, checks and 
other negotiable instruments in order 
to perfect negotiability for other parties 
at interest where the Secretary is not 
entitled to the proceeds of such instru¬ 
ments. relating to applications for insur¬ 
ance benefits; and to execute assign¬ 
ments and other instruments pertaining 
to the a ale or other disposition of stock 
or other securities received as a result 
of agreements between mortgagors or 
other depositors and FHA. 

<r) To approve or cause to be ap¬ 
proved under his direction all expendi¬ 
tures and to receipt or cause to be re¬ 
ceipted under his direction all voucher* 
necessary to carry out the provisions of 
the National Housing Act 

<s> TO certify or cause to be certified 
under his direction that all required 
documents, information and approval* 
respecting each transaction ore present; 
verify or cause to be verified under his 
direction the accuracy of the computa¬ 
tions, the consistency of the information 
included in the various documents and 
determined or cause to be determined 
under his direction that the transaction* 
are in strict accordance with all ap¬ 
plicable regulations, decisions and laws. 

(t) To approve or disapprove, or cans# 
to be approved or disapproved under Ids 
direction, amounts claimed by mortga¬ 
gees in their applications for Insurance 
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benefits* including amounts for operat¬ 
ing, protecting and preserving proper¬ 
ties prior to conveyance to the Secretary: 
to execute, or cause to be executed under 
his direction. Certificates of Claim; to 
certify, or caused to be certified under his 
direction, the requisitions to the Treasury 
Department for the issuance of deben¬ 
tures; to certify, or caused to be certified 
under his direction, vouchers for cash 
settlement of applications for Insurance 
benefits; and to approve or disapprove, 
or cause to be approved or disapproved 
under his direction, the purchase of de¬ 
bentures submitted by mortgagees in 
connection with the payment of mort¬ 
gage insurance premiums and adjusted 
premium charges. 

(u) To extend or cause to be extended 
under his direction the period of time 
for submission of fiscal data or title evi¬ 
dence supporting a mortgagee's applica¬ 
tion for debentures. 

(v) To maintain or cause to be main¬ 
tained under his direction liaison with 
the General Accounting Office, Treasury 
Department and other agencies of the 
Government on accounting, insurance 
fiscal servicing and fiscal matters and to 
collaborate with such departments and 
agencies In the formation of accounting 
and fiscal programs. 

(w) To issue, or cause to be Issued, 
duplicate or corrective Mortgage Insur¬ 
ance Certificates; to cancel, or cause to 
be canceled under his direction, insur¬ 
ance endorsement or the Mortgage In¬ 
surance Certificate on Insured mortgages 
where a Joint request for termination is 
made by the mortgagor and mortgagee, 
or when the insurance endorsement or 
the Mortgage Insurance Certificate Is 
otherwise to be canceled: and to exer¬ 
cise the authority of the Commissioner 
in any instance which is subject to the 
approval of the Commissioner in con¬ 
nection with the prepayment or volun¬ 
tary termination of insured mortgages. 

(x) To take any action authorized to 
be taken by any branch or office within 
his jurisdiction. 

(y) To exorcise, or cause to be exer¬ 
cised, the authority of the Commissioner 
to endorse any preferred stock certificate 
held by him in any corporation for the 
purpose of retirement and cancellation. 

(x) To approve the sale and terms of 
sale of mortgages taken as security in 
connection with the sale of property ac¬ 
quired In connection with Federal Hous¬ 
ing Administration insurance claims. 

<aa) With respect to the Appalachian 
Housing Fund, pursuant to the Appa¬ 
lachian Regional Development Act of 
1965: 

(1> To reserve or, as appropriate, re¬ 
cord, or cause to be reserved or recorded, 
all approved reservations of funds and 
to record and control, or cause to be re¬ 
corded and controlled, all obligations 
of funds for loans under this fund. 

<2> To disburse, or cause to be dis¬ 
bursed, moneys in the fund for making 
loans to sponsors for development of ap¬ 
plications for commitments for project 
mortgages for projects under section 207 
of the Appalachian Regional Develop¬ 
ment Act of 1965 approved pursuant to 
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section 223 of such Act and for general 
expenses of administration of section 
207 of such Act; and 

<3) To collect, or cause to be col¬ 
lected. the loan repayments and interest 
thereon. 

<bb) With respect to section 1013 of 
the Demonstration Cities and Metro¬ 
politan Development Act of 1966: To 
perform, or cause to be performed, all 
fiscal duties and functions necessary to 
comply with the requirements of the 
agreement entered into between the De¬ 
partment of Defense and the Depart¬ 
ment of Housing and Urban Develop¬ 
ment. 

<©c) With respect to the Low and 
Moderate Income Sponsor Fund, pur¬ 
suant to section 106 of the Housing and 
Urban Development Act of 1968: 

(1) To reserve or, as appropriate, re¬ 
cord. or cause to be reserved or recorded, 
all approved reservations of funds and to 
record and control, or cause to be re¬ 
corded and controlled, all obligations of 
funds for loans made under the fund. 

(2) To disburse, or cause to be dis¬ 
bursed, moneys in the fund for making 
loans, without Interest, to nonprofit 
sponsors of housing for low and moderate 
income families; and 

(3) To collect, or cause to be collected, 
the loan repayments. 

(dd) To reserve or, as appropriate, 
record, or cause to be reserved or re¬ 
corded. all approved reservations of 
contract authority and to record and 
control, or cause to be recorded and 
controlled, all contractual obligations of 
contract authority pertaining to assist¬ 
ance payment contracts under section 
235; interest reduction contracts under 
section 236; contracts for debt manage¬ 
ment or counseling services under sec¬ 
tion 237; and contracts for rent supple¬ 
ment payments, pursuant to section 101 
of the Housing and Urban Development 
Act of 1965, and amendments thereto. 

(ee) To establish and maintain or 
cause to be established and maintained 
under his direction an account for the 
deposit of fees collected under the Inter¬ 
state Land Sales Full Disclosure Act; and 
to make disbursements from appropri¬ 
ated funds and receipts, for general ex¬ 
penses of administration of the land 
sales registration under such Act and 
make refunds of overpayments of land 
sales registration fees. 

(ft) To reendorse, or cause to be re¬ 
endorsed, for insurance under section 
222 eligible mortgages on single-family 
dwellings Insured under other home 
mortgage sections of the Act. where the 
mortgages have been assumed by eligible 
servicemen. 

(gg> To approve or disapprove, or 
cause to be approved or disapproved 
under his direction, the settlement of 
mortgagees' applications for Insurance 
benefits without deduction from the in¬ 
surance benefits for losses occasioned by 
fire damage to home properties or by 
fire and other hazards to multifamlly 
properties, in accordance with the pro¬ 
visions of 203.379(b) and 207.260(d). 
respectively, of the FHA regulations. 
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(hh) To extend, or cause to be ex¬ 
tended under his direction, the period of 
time for assignment to the Secretary of 
a mortgage on which the assistance pay¬ 
ment contract has been terminated be¬ 
cause of nonoccupancy by the original 
mortgagor or qualified purchaser. 

<ii) To approve or disapprove, or cause 
to be approved or disapproved, certifi¬ 
cates of Interest rate changes submitted 
by mortgagees with respect to mort¬ 
gages with flexible interest rates insured 
under section 236. 

§ 200.78 Director Accounting Division 
nml Deputy. 

To the position of Director, Account¬ 
ing Division, and under his general su¬ 
pervision to the position of Deputy Di¬ 
rector, Accounting Division, there is 
delegated the following basic authority 
and functions: 

(a) To direct the activities of the Ac¬ 
counting Division. 

(b) To devise and establish account¬ 
ing procedures and policies and to main¬ 
tain official accounting records for all 
activities of the Administration. 

(c) To devise and establish proce¬ 
dures and policies and to maintain of¬ 
ficial records for all home properties and 
mortgages held by the Secretary. 

(d) To provide technical advice and 
guidance to all organizational elements 
of the Administration In the fields of 
accounting. Including property and 
mortgage servicing accounting. 

(e) To maintain liaison with the Gen¬ 
eral Accounting Office. Treasury Deport¬ 
ment and other agencies of the Govern¬ 
ment on accounting matters and to col¬ 
laborate with such departments and 
agencies in the formation of accounting 
programs. 

(t) To maintain liaison with the Gov¬ 
ernment National Mortgage Association 
and other Government agencies on mat¬ 
ters pertaining to the sale and Insurance 
of Secretary-held mortgages. 

(g) To endorse mortgage notes for in¬ 
surance and to take any action necessary 
to consummate the sale of Secretary- 
held mortgages to purchasers of such 
mortgages. 

(h) To develop and maintain a pro¬ 
gram for the fiscal servicing of Secre¬ 
tary-held home mortgages including the 
execution of vouchers for expenditures 
from mortgagors’ escrow accounts. 

(|) To execute vouchers for payment 
of taxes on home properties where title is 
vested in the Secretary and for payment 
of excess proceeds to effect final settle¬ 
ment with mortgagees on certificates of 
claim under provisions of the National 
Housing Act. 

(j) To act with the Assistant Com¬ 
missioner-Comptroller and under his 
direction in the determination of basic 
policies on accounting and the fiscal 
servicing of home property and mortgage 
note accounts. 

(k) With respect to the Appalachian 
Housing Fund, pursuant to the Appa¬ 
lachian Regional Development Act of 
1965: 

(l) To reserve or. as appropriate, re¬ 
cord all approved reservations of funds 
and to record and control all obligations 
of funds for loans under this fund. 
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(2) To disburse moneys in the fund 
for making loans to sponsors for develop¬ 
ment of applications for commitments 
for project mortgages for projects under 
section 207 of such Act, approved pur¬ 
suant to section 223 of such Act, and 
for general expenses of administration of 
section 207 of such Act; and 

(3) To collect the loan repayments 
and interest thereon. 

(l) With respect to section 1013 of the 
Demonstration Cities and Metropolitan 
Development Act of 1966: To perform all 
fiscal duties and functions necessary to 
comply with the requirements of the 
agreement entered Into between the 
Department of Defense and the De¬ 
partment of Housing and Urban 
Development. 

(m) With respect to the Low and 
Moderate Income Sponsor Fund, pursu¬ 
ant to section 106 of the Housing and 
Urban Development Act of 1968: 

(1) To reserve or. as appropriate, re¬ 
cord all approved reservations of funds 
and to record and control all obligations 
of funds for loans made under the fund. 

(2) To disburse moneys in the fund 
for making loons, without interest, to 
nonprofit sponsors of housing for low and 
moderate Income families; and 

(3) To collect the loan repayments. 

<n> To reserve or. as appropriate, re¬ 
cord all approved reservations of con¬ 
tract authority and to record and control 
all contractual obligations of contract 
authority pertaining to assistance pay¬ 
ment contracts under section 235; Inter¬ 
est reduction contracts under section 
236: contracts for debt management or 
counseling services under section 237; 
and contracts for rent supplement pay¬ 
ments, pursuant to section 101 of the 
Housing and Urban Development Act of 
1965, and amendments thereto: and 

(o) To establish and maintain an ac¬ 
count for the deposit of fees collected 
under the Interstate Land Sales Full Dis¬ 
closure Act. 

§ 200.79 Director Insurance Division 
of id Deputy. 

To the position of Director. Insurance 
Division, and under his general supervi¬ 
sion to the position of Deputy Director, 
Insurance Division, there is delegated the 
following basic authority and functions: 

(a) To direct the activities of the 
Insurance Division. 

(b) To devise and maintain proce¬ 
dures relating to the establishment of 
mortgage Insurance records, the modi¬ 
fication and termination of such insur¬ 
ance for home and project mortgagee 
and to register Title I loans reported for 
Insurance. 

<c) To provide fiscal and technical 
advice and guidance with respect to 
mortgage modifications prior to admin¬ 
istrative approval. 

(d) To cancel the Insurance endorse¬ 
ment or the Mortgage Insurance Certifi¬ 
cate on Insured mortgages when a Joint 
request for termination Is made by the 
mortgagor and mortgagee, or when the 
Insurance endorsement or the Mortgage 
Insurance Certificate is otherwise to be 
cancelled. 


(e) To ascertain sufficiency of re¬ 
newal and adjusted premium collections 
with respect to termination of Insurance; 
authorize refund of unearned premiums 
collected or Institute billing for the col¬ 
lection of premiums due. 

(f) To authorise payment of earned 
distributive shares In the Participation 
Reserve Account of the Mutual Mortgage 
Insurance Fund to the rightful recipients 
thereof. 

(g) To devise and maintain proce¬ 
dures relating to the fiscal servicing of 
Secretary-held project mortgages and to 
execute vouchers for payment of all ex¬ 
penditures from mortgagor escrow ac¬ 
counts relating thereto. 

j (h) To develop and maintain fiscal 
procedures for the operation of Secre¬ 
tary-owned project properties by agents 
of the Secretary under contract for the 
management of such properties: to pro¬ 
vide advice and guidance to those agents 
with respect to such fiscal procedures, 
and to execute vouchers for payment of 
real estate taxes, special assessments, 
hazard insurance, and repairs relating 
to such properties. 

(D To certify vouchers In payment of 
Title I claims representing the Insurable 
loss sustained and to refund to the re¬ 
mitter of record any collections obtained 
in excess of the established indebtedness. 

(J) To act with the Assistant Com¬ 
missioner-Comptroller and under his 
direction In the determination of basic 
insurance fiscal servicing policy. 

(k) To direct and supervise periodic 
portfolio examinations of Institutions In¬ 
sured under the provisions of section 2 
of title I of the National Housing Act. 

(l) To execute satisfactions and re¬ 
leases of Secretary-held mortgages when 
the mortgage indebtedness has been paid 
In full. 

(m) To issue duplicate or corrective 
Mortgage Insurance Certificates. 

in) To exercise the authority of the 
Commissioner to endorse any preferred 
stock certificate held by him in any cor¬ 
poration for the purpose of retirement 
and cancellation. 

(o) To reendorse for insurance under 
section 222 eligible mortgages on single¬ 
family dwellings insured under other 
home mortgage sections of the Act, where 
the mortgages have been assumed by 
eligible servicemen; and 

(p) To approve or disapprove certifi¬ 
cates of interest rate changes submitted 
by mortgagees with respect to mortgages 
with flexible interest rates insured un¬ 
der section 236. 

S 200.80 Director Fiscal Division and 
Deputy. 

To the position of Director, Fiscal Di¬ 
vision, and under his general supervision 
to the position of Deputy Director. Fis¬ 
cal Division, there Is delegated the fol¬ 
lowing basic authority and functions; 

(a) To direct the activities of the Fis¬ 
cal Division. 

(b> To devise and establish fiscal 
procedures and to administer the fiscal 
policies and activities of the Adminis¬ 
tration. 


(c) To approve all operating and 
property expenditures and receipt 
vouchers necessary to carry out the pro¬ 
visions of the National Housing Act upon 
his determination that they are in ac¬ 
cordance with applicable regulations, de¬ 
cisions and laws. 

(d) To oertify that all required docu¬ 
ments. information and approvals with 
respect to operating and property ex¬ 
pense and debenture transactions are 
present; to verify the accuracy of the 
computations and the consistency of the 
information included in the various doc¬ 
uments: to determine that the trails:*, 
tions are in strict accordance with all 
applicable regulations, decisions and 
laws: to execute Certificates of Claim 
to certify requisitions to the TVeasm 
Deportment for the issuance of deben¬ 
tures; and to certify vouchers for ca^h 
settlement of applications for insurance 
benefits. 

(e) To approve or disapprove amounu 
claimed by mortgagees in their applica¬ 
tions for insurance benefits, includim: 
amounts for operating, protecting and 
preserving properties prior to convey¬ 
ance to the Secretary. 

(f) To extend the period of time for 
submission of fiscal data or title evidence 
supporting a mortgagee's application for 
insurance benefits. 

(g) To maintain liaison with the Gen¬ 
eral Accounting Office, Treasury Depart¬ 
ment and other agencies of the Govern¬ 
ment on fiscal matters and to collaborate 
with such deportments and agencies in 
the formation of fiscal programs. 

(h> To act with the Assistant Com¬ 
missioner-Comptroller and under his 
direction in the determination of basic 
fiscal policy. 

(I) To moke disbursements to mort¬ 
gagees for assistance payments under 
section 235; interest reduction payment a 
under section 236; payments under con¬ 
tracts with public or private organic 
tions to provide budget, debt manage¬ 
ment, and related counseling services to 
mortgagors whose mortgages are Insured 
under section 237; and payments to 
mortgagors under contracts for rent 
supplement payments pursuant to sec¬ 
tion 101 of the Housing and Urban De¬ 
velopment Act of 1965 and amendments 
thereto, and to process notices of termi¬ 
nation of assistance payment contract. 
due to nonoccupancy by original mort¬ 
gagors or qualified purchasers or for 
other reasons and collect any overpaid 
assistance payments. 

(J) To be responsible for the collec¬ 
tion. receipt and deposit of all fund' 
covering fees, premiums and other 
charges affecting FHA programs. 

(k) To approve or disapprove the 
settlement of mortgagees' application 
for insurance benefits without deduction 
from the insurance benefits for losses 
occasioned by fire damage to home prop¬ 
erties or by fire and other hazards to 
multif&mily properties, in accordance 
with the provisions of II 203.379<b> and 
207.260(d), respectively, of the FHA 
regulations. 
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a) To approve or disapprove the pur¬ 
chase of debentures submitted by mort¬ 
gagees in connection with the payment 
of mortgage insurance premiums and 
adjusted premium charges. 

<m> To endorse checks and other 
negotiable instruments for deposit or 
collection; to endorse loss drafts relating 
to insurance coverage on Secretary-held 
home and project mortgages; to endorse 
checks and other negotiable instruments 
in order to perfect negotiability for 
other parties at interest, where the Sec¬ 
retary Is not entitled to the proceeds of 
such instruments, relating applications 
for insurance benefits. 

(n) To deposit fees collected under the 
Interstate Land Sales Full Disclosure 
Act, and to make disbursements from 
appropriated funds and receipts for gen¬ 
eral expenses of administration of land 
sales registration under such Act and 
make refunds of overpayments of land 
sales registration fees. 

(o) To extend the period of time for 
assignment to the Secretary of a mort¬ 
gage on which the assistance payment 
contract has been terminated because of 
nonoccupancy by the original mortgagor 
or qualified purchaser. 

S 200.81 Director Procedure# DivUion 
and Deputies. 

To the position of Director, Procedures 
Division, and under his general super¬ 
vision to the position of Deputy Director 
for Accounting Systems with respect to 
paragraphs (a), lb), <f). (g), (h), (1). 
and 0> of this section and to the position 
of Deputy Director for Automatic Data 
Processing with respect to paragraphs 
(c>, (d), and (e> of this section, there Is 
delegated the following basic authority 
and functions: 

(a) To initiate, develop, and main¬ 
tain an accounting systems and proce¬ 
dures program for the Administration. 

(b) To coordinate and direct a pro¬ 
gram to preserve or reconstruct basic 
records of the Administration for Civil 
Defense purposes and in the event of a 
national emergency. 

(c) To serve as a member of the De¬ 
partmental ADP Services Management 
Advisory Committee. 

(d) To advise the FHA Automatic 
Data Management Board with respect 
to data. Information, and reports require¬ 
ments of the Administration, recom¬ 
mending systems and procedures for 
Kathering the input data for processing 
by the Departmental Office of ADP Sys¬ 
tems Management and Operation* 

<e> To maintain liaison with the Office 
of ADP Systems Management and Op¬ 
erations with respect to FHA fiscal and 
reporting operations. 

if) To prepare for the Assistant 
Secretary-Commissioner letters to FHA 
approved mortgagees and lenders per¬ 
taining to fiscal and accounting pro¬ 
cedures. 

<g> To provide advice within FHA 
concerning field office accounting, fiscal 
insurance servicing procedures, assessa- 
bility. of fees, and the Interpretation of 
elated procedures. 


(h) To review for fiscal Implications 
proposed agreements with other Gov¬ 
ernment agencies establishing procedures 
pertaining to special-purpose programs. 

(1> To provide liaison service with the 
Treasury Department pertaining to 
depositary facilities for FHA field offices. 

cj> To maintain archives files of the 
Administration. 

$ 200.82 Director Fiu.mriul Report* Di- 
vuion and Deputy. 

To the position of Director, Financial 
Reports Division, and under his general 
supervision to the position of Deputy 
Director, Financial Reports Division, 
there Is delegated the following basic 
authority and functions: 

(a) To direct the activities of the Fi¬ 
nancial Reports Division. 

(b) To devise and establish basic 
policies, practices, and procedures with 
respect to the preparation, analysis, and 
interpretation of the financial state¬ 
ments and fiscal reports of the Adminis¬ 
tration, and to direct the preparation of 
such statements and reports. 

(e) To maintain effective control over 
the management of the various FHA 
insurance funds and accounts and to 
provide adequate financial Information 
pertaining thereto. 

(d) To submit to the Treasury De¬ 
partment authorizations for purchase of 
U-S. Government securities, pursuant to 
agreements between mortgagors or other 
depositors and FHA. and sales and dis¬ 
position of U.S. Government securities 
purchased for mortgagors or other de¬ 
positors, received as a result of assign¬ 
ment of Insured mortgages or as a result 
of other agreements; U.3. Government 
securities deposited In accordance with 
mortgagor corporate charters, regulatory 
or special agreements, for safekeeping; 
and requests for withdrawal of U.S. 
Oovcmment securities. 

(e) To execute and certify vouchers 
in payment of UP. Government securi¬ 
ties invested for the various Insurance 
funds and/or pursuant to agreements 
between mortgagors or other depositors 
and FHA. 

(f) To execute and certify vouchers to 
provide funds In the account of the 
Treasurer of the United States for pay¬ 
ment of principal and Interest on FHA 
debentures, for the repayment of bor¬ 
rowed funds and Interest thereon, and 
for return to the Treasury Department 
of surplus funds arising out of opera¬ 
tions of certain accounts. 

(g) To execute and submit to the 
Treasury Department and/or to the 
Office of Management and Budget inter¬ 
governmental financial reports required 
by applicable statutes or regulations of 
the Treasury Department or Office of 
Management and Budget. 

(h) To maintain liaison with the 
General Accounting Office, Treasury De¬ 
partment and Office of Management and 
Budget on matters pertaining to finan¬ 
cial activities, and with mortgagees con¬ 
cerning the acceptance of debentures in 
exchange for mortgages held by the 
Secretary. 


(I) To act with the Assistant Commis¬ 
sioner-Comptroller and under his direc¬ 
tion In the determination of bade 
financial management and reporting 
policy. 

(J) To determine the present and 
future cash requirements of the various 
Insurance funds and accounts, and to 
recommend Investment, borrowing and 
repayment transactions. 

<k> To prepare certifications to De¬ 
partment of Defense. National Aeronau¬ 
tics and Space Administration, and 
Atomic Energy Commission of operating 
losses incurred by FHA under Armed 
Services Housing Insurance programs a a 
provided for in agreements. 

<D To recommend liquidation of in¬ 
vestments and redemption of deben¬ 
tures; to execute assignments in connec¬ 
tion with the redemption of debentures 
held for the account of the FHA insur¬ 
ance funds or received in exchange for 
acquired security; and to maintain liai¬ 
son with the Treasury Department in the 
execution of fiscal proposals. 

§ 200.8 X [ Referred) 

g 200.84a [Reserved] 

§ 200.84b Field Office Direct ora. Depu¬ 
ties, and AiMufitanU. 

To the position of Field Office Director, 
and to each of them; and to the position 
of Deputy Field Office Director, and to 
each of them under the general super¬ 
vision of the Field Office Director hav¬ 
ing jurisdiction; and to the position of 
Assistant Field Office Director, and to 
each of them under the general super¬ 
vision of the Field Office Director hav¬ 
ing jurisdiction there is delegated the 
basic authority and function to direct 
and supervise all activities of the Fed¬ 
eral Housing Administration* in the geo¬ 
graphical area under his Jurisdiction. 

§ 200.81c Director of til* MultifamiW 
Homing Injuring Office (New York). 

Tb the position of Director of the 
Multifamily Housing Insuring Office 
(New York) there Is delegated the fol¬ 
lowing duties and functions: 

(a) To direct multifamily housing 
mortgage insurance operations and proj¬ 
ect mortgage servicing operations in the 
State of New York and to provide advice, 
guidance, and assistance on multlfomlly 
housing to other Insuring offices In 
departmental Region L 

§ 200.8Id l Reserved] 

§ 200.84c Director, Compliance Goortli- 
n at ion. 

To the position of Director, Compli¬ 
ance Coordination, there is delegated the 
following basic authority and functions 

(a) With respect to departmental 
activities, to determine noncompliance 
with statutes. Including the criminal 
statutes, rules, regulations, policies, and 
procedures, and instructions governing 
FHA operations and participants in FHA 
programs, except section 2 of Title I of 
the National Housing Act, and to refer 
cases requiring investigation to the In¬ 
spection Division. HUD. 
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(b) To recommend administrative 
action and assure that appropriate and 
timely action is taken, and to maintain 
liaison, as requi red, with the Inspection 
Division, HUD, and central control 
records on the referral, findings, and dis¬ 
position of all compliance cases, except 
those relating to section 2 of Title I of 
the National Housing Act. 

<c) To assist the Deputy Employment 
Policy Officers, and the Deputy Contracts 
Compliance Officers with compliance ac¬ 
tivities under the Executive orders for 
equal opportunity in housing, equal em¬ 
ployment opportunity in government and 
on government contracts and govern¬ 
ment-assisted contracts. 

(d) To maintain continuing liaison, 
as required, with the Inspection Division, 
HUD, on Equal Opportunity In Housing 
and Equal Employment Opportunity. 

Diligations to Committiis 
§ 200.85 Executive Board. 

(a) Members. The committee called 
the Executive Board is comprised of the 
following members: Assistant Secre¬ 
tary-Commissioner. Chairman; Deputy 
Assistant Secretary. Vice Chairman; Ex¬ 
ecutive Assistant Commissioner; Assist¬ 
ant Commissioner for Field Operations; 
Assistant Commissioner for Subsidized 
Housing Programs; Assistant Commis¬ 
sioner for Unsubsidized Insured Housing 
Programs: Assistant Commissioner for 
Property Improvement; Assistant Com¬ 
missioner for Technical and Credit 
Standards; Assistant Commissioner for 
Programs: Assistant Commissioner for 
Administration; Assistant Commissioner 
for Rehabilitation; and Assistant Com¬ 
missioner-Comptroller. 

(b) Functions. The functions of the 
Executive Board are to consider and ad¬ 
vise with respect to basic policy, plans 
and general program matters of the 
Administration. 

(c) Minutes. The Commissioner shall 
designate a secretary to the Board who 
shall prepare minutes of each Board 
meeting, which shall constitute the offi¬ 
cial record of matters considered and 
actions taken by the Board. Such minutes 
shall be dated, consecutively numbered 
and shall be signed by each member who 
attended the meeting. The original of 
such minutes shall be retained by the 
Assistant Commissioner-Comptroller, in 
the official FHA-records. 

g 200.86 Security Committee. 

(a) Members . The Security Com¬ 
mittee Is comprised of the following 
members: Personnel Security Officer, 
Chairman; Assistant Commissioner for 
Administration, Vice Chairman; and 
Deputy Assistant Commissioner for Field 
Operations. 

(b) Functions. The functions of the 
Security Committee are: 

(1) To make recommendations to the 
Commissioner from time to time with 
respect to the designation of sensitive 
positions under the Security Regulations 
of the FHA, or the revocation of such 
designations. 

(2) To advise with and make recom¬ 
mendations to the Commissioner regard¬ 
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ing any security matter which the Per¬ 
sonnel Security Officer may bring before 
the committee for advice or consultation. 

§200.87 Munagemrnt Improvemml 
Committee. 

(a) Members. The Management Im¬ 
provement Committee is composed of the 
following members: Director of the 
Management and Operations Assistance 
Division, Chairman; Staff Adviser to the 
Assistant Commissioner for Administra¬ 
tion, Vice Chairman; and one designee 
of each of the following: Assistant Com¬ 
missioner-Comptroller, Assistant Com¬ 
missioner for Subsidized Housing Pro¬ 
grams; Assistant Commissioner for 
Property Improvement; Assistant Com¬ 
missioner for Technical and Credit 
Standards; Assistant Commissioner for 
Unsubsidized Insured Housing Programs; 
Assistant Commissioner for Programs; 
Assistant Commissioner for Field Opera¬ 
tions; Assistant Commissioner for Re¬ 
habilitation; and Director of the Budget 
Division. 

(b) Functions. The functions of the 
Management Improvement Committee 
are to maintain and operate an FHA Em¬ 
ployee Suggestion System within the 
framework of the over-all Employee 
Awards Program. 

§ 200.80 Substantial Compliance Com¬ 
mittee. 

(a) Members. (1) The Substantial 
Compliance Committee is comprised of 
the following members: Assistant Com¬ 
missioner for Property Improvement. 
Chairman; Assistant Commissioner- 
Comptroller; Assistant Commissioner for 
Administration; and Assistant Commis¬ 
sioner for Programs, or their designees. 

(2) Three members shall constitute a 
quorum. 

(b) Functions. The functions of the 
Substantial Compliance Committee are 
to waive compliance with regulations 
heretofore or hereafter prescribed with 
respect to the Interest and maturity of, 
and the terms, conditions, and restric¬ 
tions under which loans, advances of 
credit and purchases may be insured 
under section 2 of Title I of the National 
Housing Act if. in the Judgment of the 
committee, the enforcement of such reg¬ 
ulations would Impose an Injustice upon 
an Insured Institution which has sub¬ 
stantially complied with such regula¬ 
tions in good faith and has refunded or 
credited any excess charge made, and if 
such waiver docs not involve an Increase 
of the obligation which would have been 
involved if the regulations had been fully 
complied with. 

(c) Minutes. This committee shall 
meet at the call of the Chairman and 
shall maintain minutes of each meeting. 
Such minutes shall be dated, consecu¬ 
tively numbered and shall be signed by 
each member who attended the meeting. 
The original of such minutes shall be 
retained by the Assistant Commissioner- 
Comptroller. In the official FHA records. 

§ 200.90 Finance Comm litre. 

(a) Members. The Finance Committee 
is comprised of the following members: 
Director, Research and Statistics Divi¬ 


sion, Chairman; Assistant Commis¬ 
sioner-Comptroller; Assistant Commis¬ 
sioner for Administration; and Deputy 
Director of the Office of Property Dis¬ 
position—Housing Management, or his 
designee. 

(b) Functions. The functions of the 
Finance Committee are; 

(1) (Reserved] 

(2) To make recommendations to the 
Commissioner from time to time with 
respect to (1) the liquidation of invest¬ 
ments held In the name of the Commis¬ 
sioner and (11) redemption of debentures. 

(3) TO make recommendations to the 
Commissioner with respect to the dis¬ 
tribution between the General Surplus 
Account and the Participating Reserve 
Account of the net Income received or 
net loss sustained by the Mutual Mort- * 
gage Insurance Fund in any semian¬ 
nual period. 

(4) To make recommendations to the 
Commissioner for the establishment of 
annual valuation reserves on assets ac¬ 
quired pursuant to the terms of insur¬ 
ance contracts under the various insur¬ 
ance funds. 

(5) To advise with and make rec¬ 
ommendations to the Commissioner with 
respect to other matters referred to the 
Committee by the Commissioner. 

(c) Minutes. The Finance Commit¬ 
tee shall meet at the call of the Chair¬ 
man and shall maintain minutes of each 
meeting. The minutes shall be dated, 
consecutively numbered and shall be 
signed by each member who attended 
the meeting. The original of the min¬ 
utes shall be retained by the Assistant 
Commissioner-Comptroller, in the offi¬ 
cial FHA records. 

g 200.91 Operation* Aiulyih P o 1 i r y 
Committee. 

(a) Members. The Operations Anal¬ 
ysis Policy Committee Is comprised of 
the following members: Deputy Commis¬ 
sioner. Chairman; Executive Assistant 
Commissioner; Assistant Commissioner 
for Field Operations; Assistant Commis¬ 
sioner for Programs; and Assistant Com¬ 
missioner for Administration. 

(b) Functions. The functions of the 
Operations Analysis Policy Committee 
are to guide, develop, and coordinate 
concerted analysis of agency operations, 
methods, standards, criteria, policies, 
and operating results and to develop 
basic improvements and make recom¬ 
mendations for modifications in proce¬ 
dure. concept, and, as appropriate, 
policy. 

g 200.92 Structural Defect* Committer. 

(a) Members. The Structural Defects 
Committee is composed of the following 
members: Director, Single Family Divi¬ 
sion. Chairman; Assistant Commis¬ 
sioner-Comptroller; and Assistant Com¬ 
missioner for Technical and Credit 
Standards, or their designees. 

(b) Functions. The functions of the 
Structural Defects Committee arc to take 
appropriate action in exceptionally dif¬ 
ficult or questionable cases relating to 
expenditures to correct or compensate 
for structural defects in houses financed 
with insured mortgages. Action on any 
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case may be taken by the committee on 
!t & own Initiative or on the basis of 
recommendations and findings of a Field 
Office Director. 

§ 200.93 Multifacntly Participation Re¬ 
view Committee. 

(a) Members. The Multlfamfly Par¬ 
ticipation Review Committee shall con¬ 
sist of the following officials or their 
deputies: Assistant Commissioner for 
Field Operations, Chairman: Assistant 
Commissioner for Administration, Vice 
Chairman; Assistant Commissioner for 
Technical and Credit Standards: Assist¬ 
ant Commissioner for Unsubskiized In¬ 
sured Housing Programs; Assistant 
Commissioner for Subsidized Housing 
Programs; Assistant Commissioner for 
Rehabilitation; Director of the Partici¬ 
pation and Compliance Review Division; 
and such other members as the Assistant 
Secretary-Commissioner shall designate. 
The Chairman or the Vice Chairman 
shall preside at each meeting of the com¬ 
mittee. The Previous Participation Re¬ 
view Officer shall be Executive Secretary 
of the Committee. 

<b> Functions To act for the Assistant 
Secretary-Commissioner in determining 
the acceptability of new multifomiiy pro¬ 
posals, taking Into consideration all past 
FHA and HUD experience with the 
principals. 

{ 200.94 lxxm WUuiu e Comimttf*. 

(a) Members. The Loan Assistance 
Committee Is composed of the following 
members: Assistant Commissioner for 
Subsidized Housing Programs, Chair¬ 
man; Assistant Commissioner-Comptrol¬ 
ler; and Assistant Commissioner for 
Programs, or their designees. 

(b> Function . The function of the 
Loan Assistance Committee is to approve 
or disapprove the waiver of repayment 
in whole or in part of loans made under 
section 106 of the Housing and Urban 
Development Act of 1968 and section 207 
of the Appalachian Regional Develop¬ 
ment Act of 1965. as amended. 

(c) Minutes. The Committee shall 
meet at the call of the Chairman and 
shall maintain minutes of each meeting. 
Such minutes shall be dated, consecu¬ 
tively numbered and shall be signed by 
each member who attended the meeting. 
The original of such minutes shall be 
retained by the Assistant Commissioner- 
Comptroller In the official FHA records. 

Miscellaneous Delegations 

S 200.95 Field Office Chief* of Opera- 
lions and Assistants to tlie Directors. 

To the position of Field Office Chief of 
Operations, and to each of them, and 
to the position of Fleld’Office Assistant to 
the Director, and to each of them, there 
is delegated the following duties and 
functions: 

(a) To execute regulatory agreements 
and to Issue eligibility statements and 
commitments for insurance and to exe¬ 
cute Insurance contracts pursuant to 
such commitments. Including mortgage 
insurance certificates. 

<b) To approve a change In amount, 
a change In term, extension of the date 
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of commencement of construction, ex¬ 
tension of the expiration date, or any 
other modification In the commitment 
for insurance or Insurance contract. 

(c) To approve permissible refunds of 
processing fees. 

<d> To consent to the release of 
mortgagors. 

(e) To consent to the release of por¬ 
tions of mortgaged property from the 
lien of the mortgage. 

(f) To approve or disapprove for 
mortgage Insurance advances of mort¬ 
gage money during construction and 
execute such instruments as may be 
necessary in connection ther e w i th. 

(g) To approve or disapprove “Change 
Orders’* during construction. 

<h) To direct field office physical in¬ 
spections of properties covered by 
Insured project mortgagees, examination 
of operating reports and mortgagee 
annual inspection reports, and to In¬ 
stitute corrective action to cure defi¬ 
ciencies disclosed by such inspections and 
reports. 

(1) TO approve or disapprove requests 
from mortgagors for permission: 

(1) To furnish rental units. 

(2) To provide tenants with equip¬ 
ment or services not contemplated in the 
original processing of the application 
for mortgage insurance or. in the case 
of a Commissioner-held purchase money 
mortgage, not contemplated at the time 
of sale. 

(3) To alter, modify, or add to the 
physical structure. 

(4) To withdraw funds from replace¬ 
ment reserves for replacement of items 
originally scheduled. 

(J) To approve or disapprove rent in¬ 
creases and seasonal rental charges In 
rental projects covered by Insured or 
Commissioner-held mortgages and to 
Investigate and determine action to be 
taken on tie-in charges for apartment, 
garage, furniture, and equipment rentals. 

(k) To approve or disapprove the plan 
of management of cooperative mort¬ 
gagors under an insured mortgage. 

(l) In connection with cooperative 
projects covered by insured mortgages, 
to determine the adequacy of carrying 
charges and approve or disapprove such 
charges. 

(m) To exercise the authority of the 
Commissioner, where required. In grant¬ 
ing prior credit approval under the pro¬ 
visions of Title I of the National Hous¬ 
ing Act and regulations thereunder, 

<n) To approve or disapprove requests 
of a mortgagee to obtain title by deed In 
lieu of foreclosure to property covered 
by an insured home mortgage. 

(o) To approve or disapprove requests 
of mortgagees for extension of the 
regulatory period for commencement of 
foreclosure, the regulatory period for 
election to assign the mortgage to the 
Commissioner and the regulatory period 
within which to tender properties to the 
Commissioner. 

(p) To approve or disapprove plans 
to reinstate defaulted Commissioner- 
held mortgages and to initiate action to 
cure defaults of Commissioner-held and 
insured mortgages. 
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(q) In connection with the new home 
loan provisions of the regulations issued 
pursuant to Title I of the National Hous¬ 
ing Act, to approve the sale by insured 
Institutions of acquired property where 
the Insured institution exercises Its op¬ 
tion to sell the property in the open 
market in lieu of conveyance to the Com¬ 
missioner. 

(r) To assess late charges against de¬ 
linquent mortgagors under Commission¬ 
er-held home mortgages. 

(s) To determine and Initiate action 
to acquire properties under defaulted 
Commissioner-held home mortgages by 
foreclosure. 

<t) To direct the affairs of mortgagor 
corporations when control has been as¬ 
sumed by the Federal Housing Commis¬ 
sioner as preferred stockholder. 

(u) In connection with the sale, rental, 
maintenance, or management of ac¬ 
quired properties or properties of the 
United States over which FHA has been 
granted custody or possession by another 
agency or agencies of the United States 
or properties held as mortgagee In pos¬ 
session. to execute contracts for supplies 
and services and to issue orders for the 
publication of notices and advertisements 
In newspapers, magazines, and periodi¬ 
cals. all In accordance with the provi¬ 
sions of the FHA manual. 

Cv) To approve offers to rent or pur¬ 
chase Individually acquired 1- to 4-family 
units and to execute contracts for the 
sale of any properties and projects 
owned by the Federal Housing Commis¬ 
sioner or over which FHA has been 
granted custody or possession by another 
agency or agencies of the United States 
upon approval of any such sale by com¬ 
petent authority. 

(w) In connection with the sale of 
Commissioner-owned properties or proj¬ 
ects or properties of the United States 
over which FHA has been granted cus¬ 
tody or possession by another agency or 
agencies of the United States, to convey 
and to execute In the name of the Com¬ 
missioner, deeds of conveyance, deeds of 
release, assignments and satisfactions of 
mortgages, and any other written Instru¬ 
ment relating to real or personal prop¬ 
erty or any Interest therein heretofore 
or hereafter acquired by the Commis¬ 
sioner pursuant to the provisions of the 
National Housing Act or pursuant to an 
agreement with another agency or 
agencies of the United States, and to 
consent to the assignment of the interest 
of the contract purchaser under a con¬ 
tract for deed and to the substitution of 
mortgagor under a mortgage held by or 
entrusted to the Commissioner. 

(x) To execute applications and other 
documents in connection with any func¬ 
tion which the Federal Housing Admin¬ 
istration may perform for any other 
agency or agencies of the United States. 

(y) To endorse loss drafts and checks 
for settlement of claims for insurance 
losses on Insured mortgages and Com¬ 
missioner-held mortgages, both home 
and multifamily. 

(z) To make findings and recommen¬ 
dations and take appropriate action la 


FEDERAL REGISTER, VOL 36, NO. 246—WEDNESDAY, DECEMBER 22, 1971 








2«84 

cases relating to the correction of struc¬ 
tural defects In houses financed with 
Insured mortgages. 

(aa) To certify the eligibility of indi¬ 
vidual tenants for rent supplement pay¬ 
ments, to execute contracts for rent sup¬ 
plement payments, to approve a change 
in amount, a change in terms, or any 
other modification in the contracts for 
rent supplement payments. 

<bb> To make the high cost determi¬ 
nations for the Federal National Mort¬ 
gage Association prescribed in section 
305(g) of the National Housing Act. 

(cc) To make contracts for interest 
assistance payments under sections 235 
and 236 of the National Housing Act and 
to approve change in amount, change in 
term, or any other modification in such 
contracts. 

g 200.96 Field Office Director*, Deputy 
Director* and A**i*tant Director*; 
and Director, Multifamily Housing 
Insuring Office (New York). 

To the position of Field Office Director, 
and to each of them; and to the position 
of Deputy Field Office Director, and to 
each of them; and to the position of As¬ 
sistant Field Office Director, and to each 
of them; and with respect to insurance 
and servicing of multifamily housing 
project mortgages to the position of Di¬ 
rector, Multifamily Housing Insuring 
Office (New York), there is delegated the 
following duties and functions: 

(a) The duties and functions as set 
forth in | 200.95. 

(b) To act for the Commissioner In 
determining applicable mortgage limits 
for communities in the insuring office 
jurisdiction for all mortgage insurance 
programs for which the Commissioner 
is authorised to increase basic mortgage 
limits provided by law where cost levels 
so require. 

<c) To make reservations of contract 
authority for interest assistance under 
section 235 of the National Housing Act 
and to modify or cancel such reserva¬ 
tions of contract authority. 

(d) To approve loans under section 
106 of the Housing and Urban Develop¬ 
ment Act of 1968 subject to the avail¬ 
ability of funds, and under section 207 
of the Appalachian Regional Develop¬ 
ment Act of 1965, as amended, subject 
to the availability of funds and concur¬ 
rence of the Appalachian Regional Com¬ 
mission and to approve waiver of interest 
on loans made to nonprofit organizations 
under the Appalachian Regional Devel¬ 
opment Act of 1965. 

g 200.97 Awblanl CommUtioner for 
Field Operation* and Deputy; A*- 
niatnnt Gomnii**ioncr for Home 
Mortgage* and Deputy; A**i*tant 
Commissioner for Property Improve¬ 
ment and Deputy; and the AoitUnt 
Covnmi»*toner for Multifamily Hous¬ 
ing and Denuty and Division Direr- 
tor* under their supervision. 

To the positions of Assistant Commis¬ 
sioner for Field Operations and his 
Deputy; and as they apply to home mort¬ 
gage insurance operations to the posi¬ 
tions of Assistant Commissioner for 
Home Mortgages and his Deputy; and 
as they apply to property Improvement 
loans under section 2 of title I of the 
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National Housing Act to the positions of 
Assistant Commissioner for Property Im¬ 
provement and his Deputy; and as they 
apply to multifamily housing mortgagee 
to the positions of Assistant Commis¬ 
sioner for Multifamily Housing and his 
Deputy, and as they apply to multifamily 
housing project mortgage servicing to 
the positions of Director, Project Mort¬ 
gage Servicing Division, and his Deputy 
and to the positions of branch chief and 
to each of them under their supervision, 
and as they apply to project mortgage In¬ 
surance Initiation to the positions of Di¬ 
rector, Project Mortgage Insurance 
Division, and his Deputy and to the posi¬ 
tions of branch chief and to each of them 
under their supervision, there Is dele¬ 
gated the following duties and functions. 

(a) To exercise the authority of the 
Commissioner under the Administrative 
Regulations pursuant to any section or 
title of the National Housing Act In any 
Instance requiring the approval of the 
Commissioner. 

(b) (1) To approve the Insurance of 
mortgages taken as security In connec¬ 
tion with the sale of properties con¬ 
veyed to the Federal Housing Commis¬ 
sioner. 

(2) To the positions In this section 
there are delegated the duties and func¬ 
tions as set forth in 5 200.95. 

g 200.98 Chief Underwriter and Deputy, 
Chief Mortgage Credit Examiner and 
Deputy, Chief Approver aud Deputy, 
Commitment Approver, and Com¬ 
mitment Mortgage Credit Examiner. 

To the positions of Chief Underwriter, 
Deputy Chief Underwriter, Chief Mort¬ 
gage Credit Examiner, Deputy Chief 
Mortgage Credit Examiner, Chief Ap¬ 
praiser. Deputy Chief Appraiser, and to 
each of them, and with respect to the 
Issuance of commitments to the positions 
of Commitment Appraiser and Commit¬ 
ment Mortgage Credit Examiner, and to 
each of them, there Is delegated the 
following duties and functions: 

(a) To issue commitments for Insur¬ 
ance under any home mortgage insur¬ 
ance program and to approve modifica¬ 
tions of such commitments for insurance. 

(b) To make the high cost determi¬ 
nations for the Federal National Mort¬ 
gage Association prescribed in section 
305(g) of the National Housing Act. 

g 200.99 Real Property Officer. 

To the position of Real Property Officer 
and to each of them there Is delegated 
the duties and functions as set forth in 
paragraphs (v) and (w) of I 200.95. 
g 200.100 Cloning Clerk. 

To the position of Closing Clerk and 
to each of them there Is delegated the 
duty and function to execute In the name 
of tiie Commissioner, as authorized 
agent, mortgage insurance certificates 
under any home mortgage program and 
any other documents requiring the sig¬ 
nature of the authorized agent incident 
to completion of the closing of the mort¬ 
gage insurance transaction. 

g 200.103 Division Director* and their 
*u per ion; Field Office Director*, 
Deputies, and Assistant*, and other*. 

To the position of Assistant Commis¬ 
sioner and Deputy Assistant Commis¬ 


sioner, Special Assistant and Deputy 
Special Assistant, Assistant to the Com¬ 
missioner, Defense Coordinator. Division 
Director and Deputy Division Director, 
Field Office Director, Deputy Field Office 
Director, Assistant Field Office Director, 
there Is delegated the duty and function 
to certify that official long distance tele¬ 
phone calls made were necessary In the 
Interest of the Government, pursuant to 
31 U8.C. 680a (section 4 of the Act ap¬ 
proved May 10. 1939. 53 Stat. 738). 

g 200.101 daw Hied Information Con¬ 
trol Officer. 

To the position of Classified Informa¬ 
tion Control Officer there Is delegated the 
following duties and functions: 

(a) To receive all classified Informa¬ 
tion addressed to the Federal Housing 
Administration and to be responsible for 
the proper dissemination thereof. 

(b) To safeguard all classified infor¬ 
mation in accordance with established 
security standards. 

(c) To keep all officials of the FHA 
advised of security standards and re¬ 
quirements with respect to the safe¬ 
guarding and dissemination of classified 
information. 

g 200.105 Personnel Security Officer 
and Deputy. 

To the position of Personnel Security 
Officer and under hia direction and su¬ 
pervision to the position of Deputy Se¬ 
curity Officer there Is delegated the 
following duties and functions: 

(a) To be responsible for the estab¬ 
lishment and administration of a secu¬ 
rity program in the Federal Housing 
Administration. 

(b) To participate in conferences and 
discussions as the security representative 
of the FHA with officials of other govern¬ 
ment agencies for the purpose of making 
effective the National Personnel Security 
Program. 

(c) To clear personnel of the FHA for 
sensitive positions. 

(d) To evaluate security reports and 
to take final action in security cases of 
all types, 

(e) To participate in proceedings be¬ 
fore security hearing boards in any in¬ 
stance where an FHA employee Is 
Involved. 

(f) To prepare reports and releases as 
required by the Attorney General and 
the Civil 8ervioe Commission in the 
administration of the FHA security 
program. 

g 200.106 AuiMonl Commi**ionrr for 
Field Operation* and Deputy; HI D 
Regional Administrator* and A**i # t- 
unt Regional Administrator* for 
FI1A; Director*, Deputy Director*, 
Wfotant Director*, Administrative 
Officer*, Chief Clerk*, and Service 
Office Supervisor* in FHA Field Of¬ 
fice*; anil Amd*tant Commi^loncr 
for Administration and Deputy. 

(a) To the Assistant Commissioner for 
Field Operations and Deputy; HUD Re¬ 
gional Administrators and Assistant Re¬ 
gional Administrators for FHA: Direc¬ 
tors. Deputy Directors. Assistant Direc¬ 
tors, Adminlsratlve Officers. Chief Clerks, 
and Service Office Supervisors in FHA 
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Field Offices; and the Assistant Commis¬ 
sioner for Administration and Deputy, 
pursuant to 5 U.S.C. 16a, there is delc- 
fated the authority to administer the 
oath required by section 1757, Revised 
Statutes, as amended (5 U.8.C. 18), inci¬ 
dent to entrance into the executive 
branch of the Federal Government, or 
any other oath required by law in con¬ 
nection jirith employment therein, such 
oath to be administered without charge 
or fee and to have the same force and 
effects as oaths administered by officers 
having seals. 

(b) The authority of this section 
covers the administration of Appoint¬ 
ment Affidavits. Standard Form 61, and 
oaths to witnesses In any matter pend¬ 
ing before the United States Civil Serv¬ 
ice Commission. 

g 200.107 National emergency. 

To all Field Office Directors, Deputy 
Directors, Assistant Directors, and Chief 
Underwriters there is delegated, imme¬ 
diately upon declaration by the President 
of a national emergency or in event of 
an enemy attack, authority to designate 
certifying officers and to revoke such des¬ 
ignations and to execute and submit to 
the Treasury Department necessary 
statements and schedules with respect 
thereto, pursuant to Public Law 389, ap¬ 
proved December 29. 1941 (31 UJ3.C. 
82b-82e). and the standards and proce¬ 
dures of the Secretary of the Treasury 
thereunder. This authority shall be ex¬ 
ercised only in the event the Commis¬ 
sioner is unable to act in his official 
capacity. 

g 200.108 Director Management and 
Operation* AsMUtance Division and 
Deputy. 

To the position of Director of the 
Management and Operations Assistance 
Division and under his general supervi¬ 
sion to the position of Deputy Director 
of the Management and Operations As¬ 
sistance Division, there is delegated the 
following basic authority and functions: 

(a) To act for the Assistant Secretary- 
Commissioner in the following instances: 

(1) In approving the settlement of 
tort claims for and against the Assistant 
Secretary-Commissioner. 

(2) In approving the settlement of 
claims not exceeding $6,500 made by em¬ 
ployees for damage or loss of personal 
property occurring incident to perform¬ 
ing Government service. 

(3) In executing releases or other in¬ 
struments required in connection with 
the settlement of claims under subpara¬ 
graphs (1) and (2) of this paragraph. 

(b) [ Reserved J 

(c> To execute as Contracting Officer 
contracts for credit reports and to issue 
orders for publication of notices and ad¬ 
vertisements in newspapers, magazines, 
and periodicals for securing such 
contracts. 

(d) To approve for payment travel 
and other expenses Incidental to the 
transfer of an employee to a new duty 
station, as provided in the Administra¬ 
tive Expenses Act. 
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§ 200.109 Regional A<lmini»tralnrs, Dep¬ 
uty Regional AilminUlrNlun, and the 
AftffUtaut Regional Administrator, Re¬ 
gion VIII (Demer), Housing Produc¬ 
tion and Mortgage Credit. 

To the position of Regional Adminis¬ 
trator. and to each of them, except the 
Regional Administrator, Region VTI, and 
to the position of Assistant Regional Ad¬ 
ministrator for FHA, and to each of them 
under the general supervision of the ap¬ 
propriate Regional Administrator there 
is assigned authority as follows: 

(a) To allocate below market Interest 
rate funds to eligible section 221(d)(3) 
projects and to make reservations of 
contract authority for rent supplements 
and for interest assistance under section 
236 of the National Housing Act and to 
modify or cancel such allocations and 
reservations. 

(b) To approve or disapprove the 
eligibility of nonprofit sponsors and non¬ 
profit mortgagors. 

(C) To recommend to the Assistant 
Commissioner for Programs approval of 
applications for financial assistance and 
approval of waiver of repayment of loans 
made under section 207 of the Appa¬ 
lachian Regional Development Act of 
1965, as amended. 

(d) To approve or disapprove, follow¬ 
ing initial endorsement, increases In 
project mortgage amounts recommended 
or referred by FHA field offices. 

The Regional Administrator, Region 
m, will exercise the authority assigned 
under this paragraph for the Puerto Rico 
Jurisdiction. 

(e) To approve or disapprove loons 
for housing for the elderly or handi¬ 
capped under section 202 of the Housing 
Act of 1959 and to make contracts and 
execute documents in connection there¬ 
with and, with respect to project appli¬ 
cations filed under section 202 of the 
Housing Act of 1959 and converted to 
applications for mortgage insurance un¬ 
der section 236 of the National Housing 
Act. to determine feasibility under sec¬ 
tion 236, issue commitments for mortgage 
insurance under section 236, insure such 
mortgages pursuant to such commit¬ 
ments, including approval of insured 
advances during construction, and In 
connection with section 202 loans to be 
converted to Insured mortgages under 
section 236, to assign and deliver such 
mortgages to the permanent lender. 

(f) The duties and functions as set 
forth in f 200.118. 

§ 200.1 10 Chief, Valuation Section, and 
Commitment Appraiser. 

To the position of Chief, Valuation 
Section, in each HUD Area Office, and 
under his general supervision to the po¬ 
sition of Commitment Appraiser, there 
is delegated the following basic authority 
and function: To approve conditional 
commitments to insure I- to 4-family 
housing mortgages. 
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§200.111 Chief, Mortgage Credit Sec¬ 
tion, and Commitment Mortgage 
Credit Examiner* 

To the position of Chief, Mortgage 
Credit Section, in each HUD Area Office, 
and under his general supervision to 
the position of Commitment Mortgage 
Credit Examiner, there is delegated the 
following basic authority and functions: 

(a) To approve firm commitments for, 
and to make interest assistance payment 
contracts in conjunction with, the insur¬ 
ing of 1- to 4-family housing mortgages. 

(b) To grant prior credit approval 
under the provisions of title I of the Na¬ 
tional Housing Act and regulations 
thereunder. 

§ 200.112 Chief, Finance and Mortgage 
Credit Section. 

Tb the position of Cliicf, Finance and 
Mortgage Credit Section, in each HUD 
Area Office, there is delegated the follow¬ 
ing basic authority and functions: 

(a) To make interest assistance pay¬ 
ment contracts. 

<b) To make rent supplement con¬ 
tracts. 

§ 200.113 A*«i»tant Director for Techni¬ 
cal Scr> ire*. 

To the position of Assistant Director 
for Technical Serv ices in each HUD Area 
Office, there is delegated the following 
basic authority and functions: 

(a) To direct underwriting processing 
for the insurance of mortgages in pro¬ 
grams other than 1- to 4-family housing 
and establish and administer related 
processing target dates and construction 
starting dates, to approve preliminary 
underwriting determinations and recom¬ 
mend their acceptance for the insurance 
of mortgages in programs other than 1- 
to 4-family housing, to approve related 
construction advances and change 
orders, and to perform the functions 
and exercise the authorities as set forth 
in * 200.112. 

(b) To approve schematic documents, 
architect’s fees, findings (statutory room 
cost). final plans and specifications, con¬ 
struction contract awards, memoranda 
of acceptance for occupancy, dates of 
full availability, part I of certificates of 
completion, preliminary loan requisi¬ 
tions, development loan requisitions, ad¬ 
ministrative loan requisitions, actual 
development cost certifications, and all 
preliminary technical determinations, 
ail as related to the production of low- 
rent public housing. 

(c> To approve preliminary deter¬ 
minations underlying acceptance of ap¬ 
plications, construction contract awards, 
acceptance of final inspections, and ac¬ 
ceptance of certificates in lieu of audit 
or audit reports, all as related to the 
production of college housing. 

§200.114 A«fti9tant Director for Single 
Family Mortgage Insurance, and 
Deputy. 

To the position of Assistant Director 
for Single Family Mortgage Insurance in 
each HUD Area Office and under his gen¬ 
eral supervision to the position of Deputy 
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there Is delegated the following basic au¬ 
thority and functions: 

(a) The duties and functions as set 
forth In IS 200.110 and 200.111. 

<b) To establish and administer 1- to 
4-family housing mortgage insurance 
application processing target dates. 

(c) To approve applications, subdivi¬ 
sion reports, and construction changes 
related to the production of 1- to 4- 
fomily housing. 

§ 200.115 Program Manager and Multi- 
family Housing Representative. 

To the position of Program Manager in 
each HUD Area Office and under his gen¬ 
eral supervision to the position of Multi- 
family Housing Representative there is 
delegated the following basic authority 
and functions: 

(a) To direct the participation in and 
support by those activities In the Area 
Office necessary to achieve required in¬ 
terprogram coordination in dealing with 
applications for (1) mortgage Insurance 
In programs other than 1- to 4-family 
housing, (2) low-rent public housing, 
and (3) other subsidized housing proj¬ 
ects. 

(b) To approve findings of accept¬ 
ability of proposals with respect to their 
completeness, compatibility with pro¬ 
gram policy, and. as applicable, the satis¬ 
faction of eligibility criteria, which find¬ 
ings adequately support his recom¬ 
mendations to the Director. Production 
Division, regarding processing priorities. 

$200,116 Director, Production Divi¬ 
sion, and Deputy. 

To the position of Director. Production 
Division, in each HUD Area Office and 
under his general supervision to the posi¬ 
tion of Deputy there is delegated the fol¬ 
lowing basic authority and functions: 

<a> To direct all activities essential 
to the insurance of mortgages, including 
the approval of determinations support¬ 
ing feasibility letters, commitments and 
insurance endorsements, and the ap¬ 
proval of cost certifications, eligibility 
statements, regulatory agreements, non¬ 
profit sponsors and housing consultants, 
all as related to mortgages in programs 
other than one- to four-family housing: 
to establish and monitor adherence to 
related processing priorities and sched¬ 
ules. and to perform the functions and 
exercise the authorities set forth In 
H 200.113. 200.114. and 200.115. 

(b) To approve preliminary loan con¬ 
tracts. site reports, development pro¬ 
grams, Annual Contributions Contracts 
and amendments thereto and related 
third-party contracts, turnkey housing 
proposals, preliminary contracts of sale, 
contracts of sale, and agreements to 
lease, all as related to the production of 
low-rent public housing. 

(c) To approve loan or grant agree¬ 
ments, financing plans (grants), loan 
disbursements, final Inspections, and 
certificates in lieu of audit or audit re¬ 
ports, all as related to the production of 
college housing. 

(d) To approve, cancel, or modify the 
reservations of contract authority re¬ 
quired for subsidy payments, and the al¬ 
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locations of funds for Below Market In¬ 
terest Rate Loans, all as related to the 
insuring of 1- to 4-family and multi¬ 
family housing mortgages. 

§200.117 Director, Housing Service* 
and Properly Management DivUion, 
and Chief, Properly Operation* 
Branch. 

To the position of Director, Housing 
Services and P roper ty Management 
Division, in each HUD Area Office and 
under his general supervision to the 
position of Chief. Property Operations 
Branch, there is delegated the following 
basic authority and functions: 

(a) To establish and administer sur¬ 
veillance of financial institutions regard¬ 
ing the servicing of 1- to 4-famlly hous¬ 
ing mortgages essential to the preven¬ 
tion and cure of delinquencies as well 
as the avoidance of defaults, foreclosures, 
and acquisitions. 

(b) To consent to the release of por¬ 
tions of mortgaged property from the 
lien of the mortgage. 

(c) To approve mortgagee requests to 
obtain title by deed in lieu of foreclosure 
to property covered by an insured home 
mortgage. 

(d) To assess late charges against 
delinquent mortgagors under Secretary- 
held home mortgages. 

(e) To direct the affairs of mortgagor 
corporations when control has been as¬ 
sumed by the Secretary as preferred 
stockholder. 

(f) To determine the need for and 
recommend Initiation of action to ac¬ 
quire properties under defaulted Secre¬ 
tary-held home mortgages by fore¬ 
closure. 

(g) To establish and administer the 
surveillance of financial Institutions re¬ 
garding the servicing of title I loans es¬ 
sential to the prevention and cure of 
delinquencies and the avoidance of 
defaults and litigation. 

§200.118 Are* Director and Deputy 
Area Director. 

To the position of Area Director in 
each HUD Area Office and under his 
general supervision to the position of 
Deputy there Is delegated the following 
basic authority and functions: 

(a) To administer the activities of the 
Area Office for Insuring mortgages with¬ 
in the assigned insuring Jurisdiction, to 
administer the low-rent and other hous¬ 
ing production activities of the Area 
Office, and to perform the functions and 
exercise the authorities set forth In 
|| 200.116 and 200.117. 

(b) To approve applications, feasibility 
letters, conditional commitments, firm 
commitments, initial and final endorse¬ 
ments for insurance pursuant to such 
commitments, project mortgage increases 
prior to or in conjunction with final en¬ 
dorsement, Insurance fee refunds and ad¬ 
justments pursuant to outstanding fiscal 
instructions, requests from sponsors for 
section 106 seed money loans or grants, 
and Appalachian 207 loans. 

(e) To approve applications for pro¬ 
gram reservations and preliminary loans, 
to approve ACC (Annual Contributions 
Contract) Lists and amendments thereto. 


to approve part H of certificates of com¬ 
pletion or consolidated certificates, and 
to terminate ACC's (Annual Contribution 
Contracts), ail as related to the produc¬ 
tion of low-rent public housing. 

td) To approve reservations of fundr 
for college housing. 

Subpart E—Mortgage Insurance 
Procedures and Processing 

§ 200.140 Scope of rahpart. 

This subpart Is confined to general 
procedures and processing covering 
mortgage insurance Irrespective of the 
particular program Involved. More spe¬ 
cific Information regarding procedure* 
and processing, including variances un¬ 
der the several titles and sections of the 
National Housing Act. are treated In 
other provisions of this chapter. 

§ 200.141 Procedure in general. 

All mortgage insurance programs in¬ 
volve four basic steps. First, applica¬ 
tions for Insurance: second, commit¬ 
ments for insurance: third, insurance 
endorsements: and fourth, clai m s for 
losses. 

Application for Insurance 
§ 200.142 Form and filing. 

Any financial institution approved by 
the Commissioner as a mortgagee may 
apply for mortgage insurance. The ap¬ 
plication form may be obtained from any 
Federal Housing Administration field 
office. The application must be sub¬ 
mitted to the office having Jurisdiction 
over the area in which the property 
described in the application and offered 
as security Is located. 

§ 200.143 Purpose and content. 

Every application, whether for Insur¬ 
ance of a home type or project type 
mortgage, sets forth the required infor¬ 
mation to enable FHA to determine eli¬ 
gibility under a particular program 
The eligibility consideration covers three 
general areas as follows: 

(a) The eligibility of the proposed loan 
under the statute, le.. term. Interest 
rate, mortgage amount, and ratios of 
loan to value or replacement cost. 

(b) The eligibility of the property with 
respect to compliance with FHA statu¬ 
tory and regulatory requirements. 

(c) (1) The eligibility of the mort¬ 
gagor with regard to the mortgagor s 
ability to carry and pay the proposed 
mortgage debt. 

(2) Applications arc designed to meet 
the requisites of the several programs 
Accordingly, the applications will call for 
certain supplemental information, such 
as drawings and specifications, financial 
statements, exhibits and other informa¬ 
tion appropriate to enable the FHA to 
make the necessary determinations con¬ 
cerning eligibility, 

§200.144 Fee*. 

Each application must be accompanied 
by a fee for examination in an amount 
in effect on the date the application is 
filed as Indicated by the regulations cov¬ 
ering the particular Insurance program. 
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§200.145 Tffhnicil analysis nrid under¬ 
writing proenving. 

(a) When an application for mortgage 
Insurance is received In the Field Office 
It is recorded and a receipt Issued there¬ 
for. The proposed transaction Is then 
analyzed to determine whether the appli¬ 
cation and supporting information is in 
proper form for underwriting processing. 

(b) Underwriting processing Involves 
consideration of the elements having to 
do with eligibility for insurance Includ¬ 
ing review of the planning, construction, 
and specifications, cost estimation and 
valuation, and credit analysis. The find¬ 
ings are Included in a report and recom¬ 
mendation which is the basis for the 
commitment. 

§ 200.146 Acceptance, rejection and re¬ 
consideration. 

(a) If an application for mortgage In¬ 
surance meets the eligibility require¬ 
ments a commitment for Insurance Is 

issued. 

(b) If the application for mortgage 
Insurance is not eligible for processing 
or does not qualify, this fact is reported 
to the applicant together with the rea¬ 
son for the rejection. 

(c) A rejected application for mort¬ 
gage insurance may be reconsidered upon 
written request to the Field Office which 
rejected the application. 

Commitment tor Insurance 
§ 200.147 Issuance of commitment. 

After a determination that the mort¬ 
gagor and the property offered for se¬ 
curity meets the standards and require¬ 
ments as to eligibility, a commitment is 
prepared and forwarded over the signa¬ 
ture of the Authorized Agent to the ap¬ 
proved mortgagee setting forth the 
terms and conditions under which the 
mortgage transaction will be Insured. 
The commitment is a binding contract 
between the FHA and the mortgagee pre¬ 
senting the application. 

§200.148 Types of commitment*. 

(a) Home mortgages. In connection 
with home mortgages the commitment 
issued may be conditional or firm. 

(1) Conditional commitment . A con¬ 
ditional commitment is requested in a 
case where the mortgagor is unknown 
and therefore cannot be specified in the 
application. The Commissioner agrees 
to insure a mortgage on specified prop¬ 
erty In an amount and under the terms 
specified, provided the property is Bold 
to a purchaser who is satisfactory to the 
FHA as a borrower. 

(2) Firm commitment. A firm com¬ 
mitment is requested where the mort¬ 
gagee desires insurance of a mortgage 
on specified property with a named 
mortgagor in an amount and on terms 
set forth in the commitment. 

<b) Project mortgages. In connection 
with project mortgages the mortgagee 
may specify which of two types of com¬ 
mitments he desires. 

(1) Commitment for insurance of ad¬ 
vances. A commitment for insurance of 
advances specifies that the FHA will 
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Insure construction advances, subject to 
compliance with the commitment terms. 

(2) Commitment to insure upon com¬ 
pletion. A commitment to insure upon 
completion docs not Include construction 
advances, but provides that the FHA 
will insure the mortgage upon completion 
of the project subject to compliance with 
the commitment terms. 

8 200.149 Terms and condition*. 

(a> The commitment sets forth the 
exact conditions under which the FHA 
will Insure the mortgage loan. It Indi¬ 
cates the maximum eligible term of 
years, the amount of such loan, the inter¬ 
est rate and the amount of the monthly 
Installment, Including principal and in¬ 
terest. In addition, in connection with 
proposed construction there may be pro¬ 
vision for structural requirements and 
the number and type of inspections nec¬ 
essary. In the case of project mortgages, 
the commitment may indicate a schedule 
of advances which will be insured upon a 
finding that such advances are made In 
accordance with the commitment. 

(b) A commitment is for a definite 
period of time and contains cancellation 
conditions which permit FHA to cancel 
the commitment In case of non-com¬ 
pliance with its terms. Upon full com¬ 
pliance with the terms of the commit¬ 
ment instrument, the FHA is legally 
bound to endorse the mortgage for in¬ 
surance. 

Insurance Endorsement 

8 200.150 Request for endorsement 

When all conditions of the commit¬ 
ment are fully met the commitment, to¬ 
gether with all supporting documents 
such as the note, mortgage and any other 
exhibits as required by the terms of the 
commitment, are returned to the FHA 
by the mortgagee with request for en¬ 
dorsement for Insurance. 

§ 200.151 Final review. 

Upon receipt of a request for endorse¬ 
ment the FHA makes a final review of the 
commitment and the supporting docu¬ 
ments to determine that all are in proper 
order and that the terms and conditions 
have been fully performed, 

§ 200.152 Endorsement for insurance. 

When it has been determined that the 
terms and conditions of the commitment 
have been fully complied with, the FHA 
Insures the mortgage and evidences the 
insurance by the Authorized Agent's 
signature in the endorsement panel on 
the mortgage note which is then re¬ 
turned to the mortgagee. After this en¬ 
dorsement the mortgagee is entitled to 
the benefits of Insurance subject to com¬ 
pliance with the administrative regula¬ 
tions which are. in effect, a part of the 
Insurance contract. 

Claims for Losses 
8 200.153 Presentation of claim. 

In the event of a default of an insured 
mortgage the mortgagee presents a claim 
for insurance benefits. The application 
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form for debentures and certificate of 
claim may be obtained from the Head¬ 
quarters Office in Washington and is 
filed with the FHA Comptroller in Wash¬ 
ington. D.C. 

8 200.154 Notice of default. 

Upon default in a mortgage the mort¬ 
gagee submits a notice of default status 
to the FHA Insuring Office having Juris¬ 
diction over the area wherein the mort¬ 
gage security is located. 

6 200.155 Claim requirement*. 

To perfect its claim for payment the 
mortgagee is required either to assign the 
mortgage to the Commissioner or tender 
to him a good merchantable title to the 
property covered by the Insured mort¬ 
gage. In the home mortgage programs 
the mortgagee is required to foreclose 
the insured mortgage and obtain title 
to the property under a deed conveying 
good merchantable title. In project 
mortgage programs the foregoing proce¬ 
dure may be followed or the mortgagee 
has an alternative option to assign the 
project mortgage to the Commissioner. 
If the latter option is exercised the claim 
for insurance is reduced by one percent 
of the amount of the mortgage. 

8 200.156 Settlement of claim*. 

Upon approval of title conveyance 
thereof and delivery of possession of the 
property to the Commissioner, deben¬ 
tures and a certificate of claim are issued 
to the mortgagee in accordance with a 
computation provided by statute for the 
particular program. The debentures in¬ 
clude an amount equal to the unpaid 
principal of the mortgage plus certain 
other Items such as advances made for 
hazard insurance, payment of taxes, FHA 
mortgage insurance premium and a por¬ 
tion of foreclosure expenses. The terms 
of the statute strictly control the 
amounts which may be allowed in deben¬ 
tures. Certain expenditures made by the 
mortgagee, not allowed in the debentures, 
are Included in the certificate of claim. 

8 200.157 Provisions and characteristic* 
of debenture*. 

(a) Series and fund. Debentures arc 
Issued in appropriate series and are the 
obligation of and issued in the name of 
the particular mortgage insurance fund 
under wltich the mortgage is insured. 

(b) Registration . denomination and 
execution. Debentures are issued in reg¬ 
istered form and in denominations of 
$50. $100. $500. $1,000, $5,000 and $10,000. 
Debentures arc signed by the Federal 
Housing Commissioner by facsimile sig¬ 
nature and imprinted with the seal of 
the Federal Housing Administration. 

<c) Rate of interest and interchange- 
ability. Debentures carry a rate of in¬ 
terest prescribed by the Commissioner 
but not in excess of an annual rate de¬ 
termined by the Secretary of the Treas¬ 
ury in accordance with a prescribed 
statutory formula involving yields or 
prices of outstanding marketable obli¬ 
gations of the United States. Deben¬ 
tures of the same series bearing the same 
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Interest rate and having the same ma¬ 
turity date shall be freely interchange¬ 
able between the various authorised de¬ 
nominations. 

(d) Negotiability and redemption . 
Debentures arc negotiable and arc fully 
guaranteed as to principal and Interest 
by the United States. Debentures arc 
redeemable on call issued by the Com¬ 
missioner. 

(e) Payment of principal and Interest. 
Principal and interest of debentures shall 
be payable when due at the Treasury 
Department. Washington, D.C., or at any 
Government agency or agencies in the 
United States which the Secretary of the 
Treasury may from time to time desig¬ 
nate for that purpose. The principal and 
interest shall be payable to the registered 
owner whose name shall be inscribed on 
the debentures or to the assignee as 
shown by executed assignments. 

(f) Transfer and use —(1) In general 
Debentures are fully transferable and 
may be freely sold or assigned. They 
may be used by approved mortgagees In 
lieu of cash for payment of FHA mort¬ 
gage Insurance premiums. 

(2) Mutual Mortgage Insurance Fund 
debentures. Debentures of the Mutual 
Mortgage Insurance Fund may be used 
to pay mortgage insurance premiums on 
mortgages insured under sections 203(b), 
203(h). and 203(i). of the National 
Housing Act. 

(3) Cooperative Management Housing 
Insurance Fund debentures. Debentures 
which are the obligation of the Coopera¬ 
tive Management Housing Insurance 
Fund may be used to pay premiums on 
mortgages and loans which are insured 
under that Fund. Where the insurance 
of a mortgage or loan Is transferred from 
the General Insurance Fund to the Co¬ 
operative Management Housing Insur¬ 
ance Fund, or where a mortgage or loan 
is endorsed for insurance pursuant to a 
commitment transferred to the Coopera¬ 
tive Management Housing Insurance 
Fund, debentures issued in connection 
with such mortgage or loan may be used 
to pay insurance premiums of either the 
Cooperative Management Housing In¬ 
surance Fund or the General Insurance 
Fund. 

(4) General Insurance Fund and de¬ 
bentures of other funds. Debentures of 
the General Insurance Fund and those 
debentures issued as obligations of mort¬ 
gage insurance funds and accounts In 
existence prior to the enactment of the 
Housing and Urban Development Act of 
1965 (other than the Mutual Mortgage 
Insurance Fund) which are transferred 
by the 1965 Act to the General Insurance 
Fund may be used to pay mortgage insur¬ 
ance premiums only on the following 
mortgagee and loans: 

(i) Those which are the obligation of 
the General Insurance Fund. 

(11) Those transferred from the Gen¬ 
eral Insurance Fund to the Cooperative 
Management Housing Insurance Fund. 

(ill) Those endorsed for insurance 
pursuant to commitments transferred to 
the Cooperative Management Housing 
Insurance Fund. 
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g 200.158 Applicability of Treasury reg¬ 
ulations to debenture transactions. 

The United States Treasury Depart¬ 
ment Is the agent for the Commissioner 
in connection with transactions and op¬ 
erations relating to debentures. The 
general regulations of the United States 
Treasury Department governing trans¬ 
actions and operations In United States 
registered bonds, and the payment of in¬ 
terest thereon, are adopted, so far as ap¬ 
plicable, as the regulations of the Com¬ 
missioner for similar transactions and 
operations in debentures. Including the 
payment of interest on. with the follow¬ 
ing exceptions: 

(a) Payment of final interest on ma¬ 
turing or called debentures . If the notice 
of maturity or call for redemption shall 
so provide, the final installment of in¬ 
terest payable on any debentures at ma¬ 
turity or earlier redemption date may 
be paid with the principal in accordance 
with the assignments on the debentures 
instead of by separate check drawn to 
the order of the registered payee and 
forwarded to him at his address of 
record. 

(b) Closing of transfer books . If the 
call for redemption shall so provide, the 
books maintained by the Treasury De¬ 
partment may be closed against trans¬ 
fers and denominational exchanges in 
debentures for three full months pre¬ 
ceding any Interest payment date with 
respect to any debentures called for re¬ 
demption on such interest payment date. 

(c) Detached assignments . Detached 
assignments shall be recognised and ac¬ 
cepted in any particular case In which 
the use of detached assignments is spe¬ 
cifically authorized by the Treasury De¬ 
partment. Any assignment not made 
upon the debentures is considered a de¬ 
tached assignment. 

(d) Assignments by corporations for. 
redemption for their own account A de¬ 
benture registered In the name of. or 
assigned to, a corporation will be paid to 
such corporation, at maturity or earlier 
redemption date, upon an appropriate 
assignment for that purpose executed on 
behalf of the corporation by a duly au¬ 
thorized officer thereof. An assignment 
so executed and duly attested to in ac¬ 
cordance with Treasury Department reg¬ 
ulations will ordinarily be accepted with¬ 
out proof of the officer's authority. In 
all cases within this exception, payment 
will be made only by check drawn to the 
order of the corporation. 

$200,159 Relief on account of toil, 
stolen, destroyed, mutilated or de¬ 
faced debentures. 

The statutes of the United States and 
the regulations of the Treasury Depart¬ 
ment governing relief on account of the 
loss, theft, destruction, mutilation or de¬ 
facement of United States securities, so 
far as applicable and as necessarily 
modified to relate to debentures, are 
adopted as the regulations of the Com¬ 
missioner for the issuance of substitute 
debentures or the payment of lost, stolen, 
destroyed, mutilated or defaced deben¬ 
tures. 


8 200.160 Redemption of debentures 
prior to mot&rity. 

Debentures shall, at the option of the 
Commissioner and with the approval of 
the Secretary of the Treasury, be re¬ 
deemable at par plus accrued interest on 
any semiannual interest payment date 
on 3 months’ notice of redemption given 
in such manner as the Commissioner 
shall prescribe. The debenture intern; 
on the debentures called for redemption 
shall cease on the semiannual interest 
payment date designated in the call 
notice. The Commissioner may include 
with the notice of redemption an offer 
to purchase the debentures at par plus 
accrued interest at any time during the 
period between the notice of redemption 
and the redemption date. If the deben¬ 
tures are purchased by the Commissioner 
after such call and prior to the named 
redemption date, the debenture totem; 
shall cease on the date of purchase. 

8 200.161 Administration of debenture 
transaction*. 

The Secretary of the Treasury or the 
Acting Secretary of the Treasury is au¬ 
thorized and empowered, on behalf of 
the Commissioner, to administer the 
regulations governing any transaction.^ 
and operations in debentures, to do all 
things necessary to conduct such trans¬ 
actions and operations, and to delegate 
such authority at his discretion to other 
officers, employees, and agents of the 
United States Treasury Department. At 
his discretion the Secretary, the Under 
Secretary, or any Assistant Secretary of 
the Treasury acting by direction of the 
Secretary, is authorized to waive any 
such regulation on behalf of the Com¬ 
missioner in any particular case where 
a similar regulation of the Treasury De¬ 
partment with respect to United States 
bonds or interest thereon would be 
waived. 

8 200.162 Certificate* of claim. 

The certificate of claim issued to the 
mortgagee at the time debentures are 
issued constitutes on agreement by the 
FHA that after the FHA has recovered 
its investment in a particular proper; y 
any excess over and above such Invest¬ 
ment Is available for payment on the 
certificate of claim. Certificates of claim 
bear interest at the rate of 3 percent per 
annum. 

Subpart F—Property Improvement 

Loan Procedures and Processing 
Loan Transaction 

8 200.165 Lender's application for in¬ 
surance. 

Any financial institution which lias 
qualified as an approved lender may 
apply to the Federal Housing Admin¬ 
istration for insurance against losses on 
account of personal loans made for alter¬ 
ations, repairs or improvements upon or 
in connection with existing structures 
which substantially protect or improve 
basic livability or utility as well as in¬ 
surance against losses in connection with 
the building of new nonresldcntial farm 
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and non-farm structures. The maxi¬ 
mum principal amount of such loans Is 
pet forth in section 2. Title I of the Na¬ 
tional Housing Act. 

§ 200.166 Lending area. 

(a) The Federal Housing Administra¬ 
tion expects a qualified lender to confine 
its Property Improvement loan business 
to the trading area usually served by the 
institution In Its normal operations. The 
lender must be in a position to investi¬ 
gate credits, make spot checks of the im¬ 
provements being financed, and have its 
own employee or qualified representative 
make personal contact with delinquent 
borrowers. 

(b) Prospective borrowers may obtain 
a list of qualified* enders hi the particular 
area by writing to the Federal Housing 
Administration field office in the locality 
or to the Headquarters Office in Wash¬ 
ington, D.C. Prescribed forms for use In 
connection with Property Improvement 
loans are made available by lenders. 

{200.167 Credit investigation of bor¬ 
rower. 

Property Improv ement loans are pri¬ 
marily character loans, and the credit 
standing and credit instrument of the 
borrower are of primary importance. In 
accepting a contract of insurance the 
lender assumes the responsibility of ap¬ 
plying sound principles In the evaluation 
of credit. The borrower applicant must 
furnish the lender with an executed 
credit application on a form approved by 
the Commissioner and disclosing Infor¬ 
mation sufficient to satisfy the lender 
that the applicant represents an accept¬ 
able credit risk. Including information 
that the loon is for the alteration, repair 
or improvement of property In which the 
borrower has an eligible interest as 
owner or lessee. The determination os 
to the eligibility of a loan for Insurance 
and the approval of borrower's credit and 
all other details of the transaction are 
handled by the lender, without prior ex¬ 
amination or approval of the transaction 
by the Federal Housing Administration, 
except as specifically required by the 
regulations. 

$200,160 Other requirement* for a 
Property Improvement loan. 

The note or other evidence of the ob¬ 
ligation taken by the Insured must be 
T *lld and enforceable against the bor¬ 
rower and must be payable in Install¬ 
ments. The borrower must have either 
a fee title, life estate, a purchaser's Inter¬ 
est in a land contract, or a lease having 
s fixed term expiring not less than six 
calendar months after the maturity of 
loan. The fee title or life estate may 
be subject to a mortgage or other lien. 
The regulations provide mmrimnm matu¬ 
rity and maximum amounts for loans of 
various classes and sets forth maximum 
financing charges and certain items 
which are considered ineligible for loans. 

8 200.169 Direct borrower loans. 

The Property Improvement loon may 
be initiated by a borrower who gives his 
credit application directly to a lender. 
The proceeds of a loan thus made are 


delivered directly to such borrower with¬ 
out the Intervention or participation of 
a dealer or other intermediary, 

§ 200.170 Loan through a dealer. 

Also eligible as Property Improvement 
loans are dealer-originated cases where 
the dealer or contractor first obtains a 
credit application for the loan from the 
borrower and, after completing the work, 
has a note and completion certificate 
signed by the borrower. The dealer pre¬ 
sents these documents to the lender and 
receives the proceeds of the loan, after 
the lender determines that the transac¬ 
tion Is eligible for insurance. The Fed¬ 
eral Housing Administration does not 
approve dealers for participation In the 
Property Improvement loon program. 
This Is a responsibility of the lender 
which by Investigation must determine 
that the dealer Is reliable, financially 
responsible and qualified to perform sat¬ 
isfactorily the work to be financed and 
Is equipped to extend proper service to 
the customer. The lender also makes 
the initial determination that the trans¬ 
action Is or is not insurable. 

§ 200.171 Notice to borrower. 

At least six calendar days prior to 
m aki n g disbursement to a dealer the 
lender is required to give the borrower 
written notice of the insured's intention 
to disburse the proceeds of the loan if 
the application is approved. Although 
the borrower need not acknowledge re¬ 
ceipt of the notice the lender must have 
a record of having mailed or delivered 
such notice. 

DzssuxsxMnrr 

§ 200.172 Disbursement of proceed# to 
dealer. 

In connection with all loans not made 
directly to the borrower, the lender must 
have Investigated and approved the 
dealer and have In its possession, prop¬ 
erly signed and dated: 

(a) Completion certificate signed by 
borrower Indicating work or materials 
have been satisfactorily completed or 
delivered by dealer. 

(b) Copy of dealer's contract or sales 
agreement signed by borrower and dealer 
describing the type and extent of Im¬ 
provements to be made and the material 
to be used. 

(c) Borrower's authorization certifi¬ 
cate. if note Is payable to lender. 

8 200.173 DUhuroemcfit of proceeds to 
borrower. 

The lender may disburse the proceeds 
of the note directly to the borrower by 
cash, by check or money order drawn 
aolely In favor of the borrower, or by 
crediting the borrower's account. In 
such transactions, the dealer docs not 
Participate in the disbursement In any 
manner and the borrower, has complete 
control of the funds at all times. 

Retort aitd Reserve 
6 200.174 Report of loan#. 

Within 31 days after the loan Is made 
or the note Is purchased from the dealer 
the lender submits to the Federal Hous¬ 


ing Administration Individual reports 
setting forth on a prescribed form the 
details of each transaction. This Infor¬ 
mation. Including the name of the bor¬ 
rower, the location of the pr op e rty , the 
amount of loan advanced, the finance 
charges, the date of the note, and the 
terms of payment Is the basis for com¬ 
puting the Insurance premium which will 
be due and payable by the lender and is 
the official record of the transaction 
with the Administration. This report 
results In the automatic Insurance of the 
loan os soon ns the required Insurance 
premium Is paid. 

8 200.175 Insurance charge. 

The regulations provide for an annual 
Insurance charge based on a fractional 
percentage of the net proceeds of each 
loan reported for insurance. The lender 
is billed once a month on all loans re¬ 
ported for Insurance during the previous 
period the receipt of which have been 
acknowledged by the Commissioner. 

§ 200.176 Incur a ore reserve*. 

For each lender holding a contract of 
insurance, there Is established by the 
Federal Housing Administration a gen¬ 
eral Insurance reserve the amount of 
which is based upon the number of loans 
the lnrtltuttan reports for insurance dur¬ 
ing certain periods. For each eligible 
loan reported by a lender and accepted 
for insurance. 10 percent of Die net pro¬ 
ceeds of the loan is credited to the lend¬ 
ers’ Insurance reserve. The cumulative 
credits to the insurance reserve for each 
lender thus equals 10 percent of the net 
amount advanced by it on all eligible 
loans and affords insurance against 
losses on Its overall lending operation. 

Claims foe Reimbursement roa Loss 
8 200.177 Qaimi for pajmeiit 

Claim for reimbursement for loss on an 
eligible Property Improvement loan may 
be made to the Federal Housing Admin¬ 
istrator by the lender after the bor¬ 
rower's default, provided demand has 
been made for the full unpaid balance of 
the note. The claim must be made 
within a prescribed period and be ac¬ 
companied by the lender's complete 
credit and collection file for the trans¬ 
action. The note and any security held 
or Judgment token must be duly as¬ 
signed to the United States. An ex¬ 
amination and audit of each claim is 
made to determine compliance with the 
provisions of the National Housing Act 
and the regulations. 

8 200.178 Amount of claim. 

(a) After it has been determined that 
the loan and the lender's claim for loss 
are eligible, the lender is reimbursed by 
a United States Treasury check for 00 
percent of the loss sustained on the de¬ 
faulted obligation. In addition, the 
lender may be reimbursed as provided by 
the regulations for a certain proportion 
of attorney’s fees and uncollected oourt 
costs arising out of efforts to collect the 
note. 

<b) If the claim is disapproved the 
lender is notified of the basis of such 
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disapproval, with return to it of the 
Insurance premium and all related 
papers and documents. Appeal for re¬ 
consideration of disapproval may be had 
by addressing a written request to Head¬ 
quarters Office In Washington, D.C. 

g 200.179 Establishment of account. 

The moneys derived from premium 
charges and all moneys collected as fees 
of any kind in connection with Insur¬ 
ance of financial institutions, and all 
moneys derived from the sale, collection, 
disposition, or compromise of any debt, 
contract, claim, property or security as¬ 
signed or held by the Commissioner are 
deposited In an account In the Treasury 
of the United States, which account Is 
available for defraying the operating ex¬ 
penses of the Federal Housing Adminis¬ 
tration In connection with Insurance of 
financial Institutions and any amounts 
in such account which are not needed 
for such purpose are available for the 
payment of claims In connection with the 
Insurance granted under the statute. 

Subpart G—Official Records 
[Reserved] 

Subpart H—Enforcement Remedies 

Refusal of Participation 
§ 200.190 Authority of Director. 

Any official designated by the Commis¬ 
sioner as the Director of a Field Office is 
authorized to refuse the benefits of par¬ 
ticipation (either directly as a borrower, 
or indirectly as a builder, contractor, 
dealer, salesman, or sales agent for a 
builder, contractor or dealer) under title 
I. n. VI. vn. vm. EX. X. or XI of the 
National Housing Act to any individual, 
firm, partnership, association, trust, or 
corporation, that the Director deter¬ 
mines: 

(a) Has knowingly or willfully vio¬ 
lated any provision of the Act or any 
regulation Issued thereunder, or any 
provision of Title ni of the Servicemen’s 
Readjustment Act of 1944. as amended, 
or of any regulation Issued by the Ad¬ 
ministrator of Veterans* Affairs there¬ 
under, or 

(b) Has, in connection with any 
construction, alteration, repair or Im¬ 
provement work financed with assistance 
under the Act or Title EH of the Service¬ 
men's Readjustment Act of 1944, as 
amended, or In connection with con¬ 
tracts or financing relating to such work, 
violated any Federal or State penal 
statute, or 

(c) Has failed materially to properly 
carry out contractual obligations with 
respect to the completion of construc¬ 
tion, alteration, repair, or Improvement 
work financed with assistance under the 
act or Title m of the Servicemen's Re¬ 
adjustment Act of 1944. as amended. 

g 200.191 Notice. 

Before any determination Is made to 
refuse any person or firm the benefits of 
participation, notice of the proposed de¬ 
termination In writing and signed by the 
Director shall be mailed to the last 
known address of the Interested person 
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or firm by registered mall, return receipt 
requested. 

g 200.192 Hearing, request. 

Any person or firm that has been noti¬ 
fied of a proposed determination is en¬ 
titled to request an opportunity to be 
heard and to be represented by counsel. 
Any such request shall be made in writ¬ 
ing addressed to the Director of the Of¬ 
fice from which It was received. The let¬ 
ter to the Director may also Include a 
request for written notice specifying 
charges In reasonable detail. The re¬ 
quest for an opportunity to be heard 
shall be made within ten days from the 
date of receipt of notice of the proposed 
determination. If at the end of such 
ten-day period, no request has been re¬ 
ceived. the Director may assume that an 
opportunity to be heard is not desired, 
and may proceed in the manner provided 
in 3 200.194 to notify the interested per¬ 
son or firm of his determination. 

g 200.193 Hearing, time and place. 

Upon receipt of a request for an oppor¬ 
tunity to be heard, the Director shall 
arrange a timely hearing. Notice of the 
time and place of such hearing shall be 
in writing, transmitted by registered 
mall, return receipt requested, and shall 
Include a statement Indicating the In¬ 
formal nature of the proceedings and 
their purpose, 
g 200.194 Determination. 

After the person or firm against whom 
action Is proposed has been afforded an 
opportunity to be heard, the Director 
shall make his determination on the pre¬ 
ponderance of the evidence. The Direc¬ 
tor shall obtain the approval of the Com¬ 
missioner before making a final deter¬ 
mination withdrawing the approval of 
an approved mortgagee or terminating a 
lender’s Insurance contract under Title 
I of the Act. Notice of such determina¬ 
tion shall be made in writing, signed by 
the Director, and transmitted by regis¬ 
tered mall, return receipt requested. 
The Director's determination shall be 
final and conclusive. 

§ 200.195 Rescission nnd reinstatement. 

Any person or firm debarred from 
the benefits of participation may In writ¬ 
ing request reinstatement. The proce¬ 
dures for reinstatement are substantially 
similar to those Invoked in the Initial 
proceedings. In reaching his determina¬ 
tion regarding reinstatement the Direc¬ 
tor must be satisfied that the original 
wrongful act has been righted and also 
be persuaded from the assurances of the 
party concerned that he understands 
the requirements of the statutes and the 
administrative rules and regulations and 
that he will comply with them In the 
future. When a debarment has been 
rescinded a report thereof Is forwarded 
to Headquarters Office In Washington, 
D.C.. and the party reinstated receives 
a notice of such reinstatement 

Unsatisfactory Risk Determination 

g 200.200 Baw* of action. 

Any Field Office Director may reject an 
application for mortgage Insurance on 


the grounds of unsound credit or unsat¬ 
isfactory past experience. Applications 
will be rejected where past experience 
with the proposed borrower, builder or 
other participant in the mortgage trans¬ 
action Indicates that his previous con¬ 
duct or method of doing business has 
been such that his participation in the 
transaction would make It unacceptable 
from the underwriting standpoint of an 
Insurer. The Unsatisfactory Risk Deter¬ 
mination action Is usually temporary In 
nature and may be followed in aggra¬ 
vated cases by the application of section 
512 procedures as set forth In § 200.190 
et seq. 

g 200.201 Invitation to conference. 

The purpose of the application of Un¬ 
satisfactory Risk Determination proce¬ 
dure is to obtain a correction of the con¬ 
ditions giving rise to the administrative 
action. Accordingly, a person against 
whom administrative action Is being con¬ 
sidered Is usually extended an Invitation 
to discuss the matter with the Director 
looking toward corrective action on the 
part of tho6C Involved. Such an Invita¬ 
tion is not extended If action Is taken 
during Investigation or pending court 
proceedings. 

§ 200*202 Determination notice. 

When It Is determined that a person is 
an unsatisfactory risk, the Director will 
notify such person by sending a regis¬ 
tered letter to his last known address, 
stating the date on which such Unsatis¬ 
factory Risk Determination Is effective, 
a brief informal statement of the reasons 
for the same, and the name of the in¬ 
dividual firm. Its officers and principal 
stockholders. 

g 200.203 Reinstatement. 

Reinstatement of persons and firms 
whose applications or requests have been 
rejected under Unsatisfactory Risk De¬ 
termination procedure is within the dis¬ 
cretion of the Director. The Director 
may entertain any proposal whereby the 
persons or firms affected make arrange¬ 
ments which will correct the conditions 
leading to the original determination. 
The arrangements for corrective action 
include proper assurances of future com¬ 
pliance In specified matters and agree¬ 
ment to abide by all applicable FHA 
regulations. Satisfactory corrective ac¬ 
tion having been taken the Unsatisfac¬ 
tory Risk Determination la rescinded 
and withdrawn and the persons and 
firms are reinstated. 

Title I Precautionary Mxasuf.es 
§ 200.205 B»m> of action. 

In order to protect homeowners and 
to avoid increased Insurance risks, the 
Field Office Director will assist lending 
institutions In their efforts to supervise 
and control the activities of dealers and 
salesmen originating mobile home and 
property improvement loans where there 
are Involved irregularities or disregard 
for the statute and regulations. The 
Director win determine the corrective 
action appropriate In the circumstance. 
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§ 200.206 Inquiry notice and explana¬ 
tion. 

Upon receipt of information Indicat¬ 
ing unscrupulous and unethical prac¬ 
tices or other conduct that tends to un¬ 
duly increase insurance risks on the part 
o>f a dealer or salesman, the Director will 
arrange for a prompt Inquiry by a mem¬ 
ber of his staff. After the inquiry, the 
dealer or salesman is informally advised 
in writing of the proposed determination 
by the Direct, r. The dealer or salesman 
may then requi.l an opportunity to give 
his version of the surrounding circum¬ 
stances and answer or explain any 
derogatory charges or allegations made 
in connection with his mobile home or 
property Improvement loon operations. 

§ 200.207 Determination. 

When it has been determined that pre¬ 
cautionary measures are to be insti¬ 
tuted against a dealer or salesman the 
Director submits a recommendation to 
that effect to the Headquarters Office in 
Washington, D.C„ for consideration. If 
the recommendation is approved the 
dealer, salesman, insured institution, 
lending institution and Insuring offices 
will be so advised. 

| 200.208 Rescinding actions. 

The Director may rescind precaution- 
try measures actions if he has satisfied 
himself that the dealer or salesman can 
and will conduct his future operations 
in accordance with the letter and spirit 
of the Act and the Title I regulations. 
The Director will forward his recommen¬ 
dation regarding any rescission to Head¬ 
quarters Office in Washington, D.C., 
which will mall the rescission letter to 
all who received the original precau¬ 
tionary letter. 

Subpart !—Nondiscrimination and 
Fair Housing 

§ 200.300 Nondiscrimination and fair 
liotifting policy. 

The regulations in this subpart are 
prescribed pursuant to the provisions of 
Executive Order 11063, issued by the 
President under date of November 20, 
1M2. and title VI of the Civil Rights Act 
of 1964 and title VIH of the Civil Rights 
Act of 1968 prohibiting discrimination 
oud providing for fair housing and di¬ 
recting the Secretar y to administer Hous¬ 
ing and Urban Development programs 
*nd activities in a manner affirmatively 
to further these policies. 

8 200.305 Notice to public* 

Participants in insurance programs of 
too Federal Housing Administration 
®nall be informed of the established 
pollcyon nondiscrimination and equal 
opportunity in housing and In group 
Practice faculties through all appro¬ 
priate means and as early as possible In 
Uitir negotiations or upon Indicating 
interest in the sponsorship or financing 
of housing, related facilities, and group 
Practice faculties. 

5 200.310 Definition of M di*criminatory 
practice**. 

As used in this subpart, the term •‘dis¬ 
criminatory practice- shall mean any 
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discrimination because of race, color, 
creed, or national origin in lending prac¬ 
tices or In the sale, rental, or other dis¬ 
position of residential property or related 
faculties and group practice facilities* or 
in the use or occupancy thereof, if: 

(a) Such property is or will be con¬ 
structed, rehabilitated, purchased or fi¬ 
nanced with the proceeds of a loan or 
investment insured under the provisions 
of the National Housing Act pursuant 
to an application for mortgage insur¬ 
ance received by the Commissioner after 
November 20. 1862; or 

(b) Such property is offered for sale 
under terms which Include financ in g 
under the provisions of the National 
Housing Act pursuant to an application 
for mortgage insurance received by the 
Commissioner after November 20, 1863; 
or 

(c) Such property is improved with a 
loon reported for Insurance under Title 
I of the National Housing Act, the pro¬ 
ceeds of which are disbursed after 
November 20, 1862; or 

(d) Such property is owned by the 
Federal Housing Administration. 

§200.315 Prohibition again** discrim¬ 
inatory practice. 

No person, firm, or other entity re¬ 
ceiving the benefits of Federal Housing 
Administration mortgage insurance or 
doing business with the Federal Housing 
Administration shall engage in a -dis¬ 
criminatory practice” as such term is 
defined in this subpart. 

§ 200.320 Subdivision report and multi- 
family, land development, and group 
practice facilities prrapplication 
analysis. 

All requests for a subdivision report 
under home mortgage procedures or re¬ 
quests for prcappUcation analysis of 
multifamily. land development, and of 
group practice facilities projects, shall 
be accompanied by a statement of the 
applicant In which he agrees to comply 
with the regulations In this subpart. 
The statement shall be In a form satis¬ 
factory to the Commissioner. 

§ 200.325 Corporate charters and regu¬ 
latory agreement*. 

Corporate charters, regulatory agree¬ 
ments. and other instruments relating 
to multifamily, land development and 
group practice facilities projects, in¬ 
sured pursuant to applications received 
after November 20. 1962. under which 
the Commissioner exercises controls over 
rentals or methods of operation of mort¬ 
gagors participating in the programs of 
the Federal Housing Administration 
shall contain provisions requiring com¬ 
pliance with the regulations in this sub- 
port. 

§ 200.335 Provision* in legal instru¬ 
ment*. 

Contracts and other instruments of 
the nature described In H 200.310 
through 200.330 shall contain provisions 
to the effect that failure or refusal to 
comply with the regulations In this sub¬ 
part shall be a proper basis for future 
rejection of applications and refusal by 
the Federal Housing Administration to 
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enter Into contracts with or insure loans 
involving perrons, firms or other en¬ 
tities identified with such failure and 
refusal. 

§ 200.310 Complaint* and hearings* 

(a) Upon receipt of a written com¬ 
plaint signed by the complainant to 
the effect that any peraon. firm or other 
entity has engaged in a discriminatory 
practice, such person, firm or other en¬ 
tity shall be Invited to discuss the mat¬ 
ter in an informal hearing with the Field 
Office Director or his designee having 
jurisdiction. 

<b> If the existence of a discirlralna- 
tory practice Is denied by the person, 
firm or other entity against which a 
complaint has been made, the Field Of¬ 
fice Director or his designee shall con¬ 
duct such Inquiries and hearings as may 
be deemed appropriate for the purpose 
of ascertaining the facts. 

(c) If it is found that the person, 
firm or other entity against which a com¬ 
plaint has been made has not engaged 
in a discriminatory practice, the parties 
concerned shall be so notified. 

(d) If it is found that there has been 
a violation of the regulations In this sub¬ 
part, the person, firm or other entity in 
violation shall be requested to attend a 
conference for the purpose of discussing 
the matter. Failure or refusal to attend 
such a conference shall be proper basis 
for the application of sanctions. 

(e) The conference arranged for dis¬ 
cussing a violation shall be conducted 
in an informal manner and shall have 
as its primary objective the elimination 
at the discriminatory practice. If such 
practice 1s eliminated and satisfactory 
assurances are received that the peraon* 
firm or other entity in violation will not 
engage in such practices in the future, 
the parties concemced shall be so 
notified. 

§ 200.345 Sanction*. 

Failure or refusal to eliminate a dis¬ 
criminatory practice or to give satis¬ 
factory assurances of future compliance 
with the requirements of this subpart 
shall be proper basis for applying sanc¬ 
tions. In the case of discrimination In¬ 
volving lending practices, the sanction 
may include the withdrawal of the 
lender's approval os a mortgagee. In 
other cases the sanctions may take the 
form of placing the offender's name on 
an Ineligible Mat. Applications for mort¬ 
gage insurance shall be rejected as In¬ 
eligible if any person, firm or other en¬ 
tity included on the ineligible list is 
identified in any manner with the pro¬ 
posed transaction. 

8 200.350 Appeal* from finding* of 
Field Office Director*. 

Upon written application* a complain¬ 
ant or a person, firm or other entity 
against which a complaint has been filed 
under the regulations may apply to the 
Commissioner for a rehearing or a re- 
adjudication of the action tak^n by the 
Field Office Director. Upon receiving 
such application, the Commissioner may 
designate a representative to conduct a 
hearing and to make a report of find¬ 
ings. The Commissioner may, after a 
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review of the record on appeal, reverse 
an action taken by the Field Office Di¬ 
rector. 

g 200.355 ReinjUaleroent. 

Reinstatement of restricted persons, 
firms or other entitles shall be within 
the discretion of the Commissioner and 
under such conditions as he may pre¬ 
scribe. 

Subpart J—Equal Employment 
Opportunity 

g 200.400 Purpose. 

The purpose of this subpart is to assist 
in achieving the alms of Part in of 
Executive Order 11246 and the relevant 
regulations of the Secretary of Labor and 
the Secretary of Housing and Urban 
Development. 

§ 200.103 Notice to public. 

Participants in insurance programs 
under the National Housing Act shall be 
Informed, as early as possible upon In¬ 
dicating their Interest In any such pro¬ 
gram, of the established policy of 
nondiscrimination in employment in con¬ 
struction. repair or rehabilitation work 
financed with assistance under the Act. 

§ 200.410 Definition of term “appli¬ 
cant”. 

ta) In any mortgage or loan insurance 
transaction under this cliapter where tlie 
Commissioner will control the mortgagor 
cither through the ownership of corpo¬ 
rate stock or under the provisions of a 
regulatory agreement, the term “appli¬ 
cant" as used in I 200.415 shall mean the 
mortgagor. 

(b) In any transaction other than one 
specified in paragraph (a) of this sec¬ 
tion, the term “applicant" as used in 
| 200.415 shall mean the developer, or the 
builder, dealer or contractor performing 
the construction, repair or rehabilitation 
work for the property owner. 

§ 200.413 Agreement of applicant. 

An applicant shall, prior to the Com¬ 
missioner’s issuance of any commitment 
or other loan approval, agree (in a form 
prescribed by the Commissioner) that 
there shall be no discrimination against 
anyone who is employed in carrying out 
work receiving assistance pursuant to 
this chapter, or against an applicant for 
such employment, because of race, color, 
religion, sex or national origin. 

S 200.420 Equal opportunity rlauw to 
be included in contracts and subcon¬ 
tracts. 

(a) The equal opportunity clause pre¬ 
scribed by the Commissioner pursuant to 
the regul ations of the Secretary of Labor 
<41 CFR Ch. 60) shall be Included in 
each nonexempt contract and subcon¬ 
tract for work receiving FHA assistance. 

(b) Subcontracts less than 650,000 
may Incorporate by reference the equal 
opportunity clause. 

(c) The equal opportunity clause shall 
be deemed to be a part of each non¬ 
exempt contract or subcontract whether 
or not it Is physically incorporated In 
such contract. 
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§ 200.423 Exemptions. 

(a) Transactions of $10,000 or under. 
Contracts and subcontracts not exceed¬ 
ing $10,000 are exempt from the require¬ 
ments of the equal opportunity clause. 
No contractor or subcontractor shall pro¬ 
cure supplies or services in less than 
usual quantities to avoid applicability of 
the equal opportunity clause. 

(b) Contracts and subcontracts for in¬ 
definite Quantities. Contracts and sub¬ 
contracts for indefinite quantities are 
exempt from the requirements of the 
equal opportunity clause If the amount 
to be ordered in a single year under any 
such contract will not exceed $10,000. 

(c) Work outside the United States. 
Contracts and subcontracts with regard 
to work performed outside the United 
States by employees who were not re¬ 
cruited within the United States are ex¬ 
empt from the requirements of the equal 
opportunity clause. 

(d) Others. Other exemptions set 
forth in the regulations of the Secretary 
of Labor at 41 CFR 60-1.5 apply to trans¬ 
actions under this subpart. 

§ 200.430 Sanction*. 

Failure or refusal to comply and give 
satisfactory assurances of future com¬ 
pliance with the requirements of this 
subpart shall be proper basis for apply¬ 
ing sanctions. The sanctions shall be 
applied in accordance with the provi¬ 
sions of Executive Order 11246 and the 
relevant regulations of the Secretary 
of Labor. 

Subpart K—Correction of Structural 
Dofects 

§ 200.500 Purpose. 

The purpose of this subpart Is to spec¬ 
ify the terms, conditions and types of 
assistance that the Federal Housing Ad¬ 
ministration will render to an eligible 
mortgagor who has been unable to se¬ 
cure satisfactory reconstruction or re¬ 
placement of structural defects in his 
property. 

§ 200.302 Application for oaftUtance. 

An application for assistance In the 
correction of structural defects, in form 
satisfactory to the Commissioner, shall 
be filed by a mortgagor under an FHA- 
lnsured mortgage with the Field Office 
Director having jurisdiction over the 
area in which the property is located. 
The application shall be filed not later 
than four years after the date of the 
first mortgage insurance certificate is¬ 
sued in connection with the property. 
A mortgagor under a new FHA mort¬ 
gage on the same property shall be en¬ 
titled to file an application if It is filed 
within the same four-year period fol¬ 
lowing the date of the first insured 
mortgage certificate. 

S 200.503 Nature of defect* 

Assistance in the correction of struc¬ 
tural defects shall be available only In 
connection with a structural defect in 
the property which the Commissioner 
has determined to be of such a nature 
as to seriously affect the livability of the 
property. Such assistance shall not be 


available where the defect occurs as a 
result of fire, earthquake, flood, tornado, 
or waste. 

g 200.307 Eligibility requirement*. 

To be eligible for consideration by the 
Commissioner for receiving assistance in 
the correction of structural defects, the 
mortgagor must establish that: 

(a) He is the owner of a one- to four- 
family dwelling covered by an individual 
mortgage that was insured by the Com¬ 
missioner alter September 2. 1964. 

(b) The dwelling was approved for 
mortgage insurance prior to the begin¬ 
ning of construction and was inspected 
by the Commissioner or by the Veterans 
Administration. 

<c) He has made reasonable efforts to 
obtain a correction of a structural defect 
in his property by the builder, seller, or 
other persons, and that the defect has 
not been corrected. 

8 200.310 Type of imistance. 

The type of assistance In the correc¬ 
tion of structural defects to be rendered 
a mortgagor who establishes eligibility 
shall be determined by the Commissioner. 
In those cases where the Commissioner 
determines It is appropriate and neces¬ 
sary, he may take any of the actions as 
follows: 

(a) Pay expenses in connection with 
having the defect corrected. 

(b) Pay the claim of the mortgagor 
for corrected damages to the property 
arising out of such defect. 

(c) Acquire title to the property with 
the approval of the mortgagor and under 
such terms and conditions as are satis¬ 
factory to the mortgagor. 

8 200.512 Subrogation by mortgagor. 

Where the Commissioner has taken 
action as provided in S 200.510, any legal 
rights the mortgagor may have against 
the builder, seller, or other persons, aris¬ 
ing out of the defect in his property’ shall 
be assigned and set over to the Com¬ 
missioner. 

8 200.515 Right and finality of determi¬ 
nation. 

The mortgagor shall not be entitled, 
as a matter of right, to receive the assist¬ 
ance In the correction of structural de¬ 
fects provided in this subpart. Any de¬ 
termination made by the Commissioner 
in connection with a mortgagor's appli¬ 
cation for assistance shall be final and 
conclusive and shall not be subject to 
judicial review. 

Subpart L—Correction of Structural or 

Other Defects In Homes Covered by 

Mortgage Insurance Under Section 
235 

Authority : The provision* of this Sub- 
part L laaued under sec. 618 (b) and (c). 
78 Stat. 783. 84 SUt. 1771; 12 U.S.C. 1736b. 

§200.517 Purpose. 

The purpose of this subpart is to 
specify the terms and conditions under 
which the Secretary will consider afford¬ 
ing assistance to mortgagors under sec¬ 
tion 518(b) of the National Housing Act 
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(Added by section 104 of the Housing 
and Urban Development Act of 1970). 
g 200.520 App!iontion for assistance. 

An application for assistance in the 
correction of defects, in a form satis¬ 
factory to the Secretary, shall be filed 
by or on behalf of an eligible mortgagor 
with the Area or Insuring Office Director 
having jurisdiction over the area in 
which the property is located. The ap¬ 
plication shall be filed not later than 1 
year after the insurance of the mortgage, 
or. in the case of a dwelling covered by 
a mortgage which has insured prior to 
December 31, 1970, not later than 

December 31,1971. 

§200.322 Eligibility for consideration. 

The Secretary will consider a mort¬ 
gagor eligible for assistance under this 
subpart Lf the secretary finds that each 
of the following requirements is 

fulfilled: 

(a) The person applying for assistance 
is the owner and mortgagor of a single - 
family dwelling covered by a mortgage 
insured under section 235 of the National 
Housing Act pursuant to a mortgage in¬ 
surance commitment issued when such 
dwelling was more than 1 year old; 

<b) One or more structural or other 
defects existed in such dwelling on the 
date of the Issuance of the mortgage 
Insurance commitment which (1) were 
sufficient to seriously affect the use and 
livability of such dwelling, and (2) were 
of such a nature that a proper inspec¬ 
tion could reasonably be expected to have 
disclosed them; and 

(c) The application for assistance was 
filed in accordance with the provisions of 
this subpart. 

§ 200.327 Consideration for AMiitnnrr. 

Upon a finding by the Secretary that 
a mortgagor is eligible to be considered 
for assistance under this subpart, the 
Secretary will, in his sole discretion, de¬ 
termine whether to afford assistance 
hereunder by direct expenditures to cor¬ 
rect defects as defined In 4 200.522(b), 
compensation of a mortgagor who has 
made such expenditures himself, or a 
combination of both direct expenditures 
and compensation of the mortgagor. The 
Secretary, in determining whether to af¬ 
ford assistance, the amount thereof, its 
form, and when it will be afforded, will 
consider: 

(a) The extent to which the defects 
represent a clear and present danger to 
the health and safety of the occupants; 

(b) The availability of funds from 
which the Secretary is authorized to 
Blake expenditures hereunder; and 

<c> Such other matters as he deems 
material. 

§ 200.533 Right and finality of deter¬ 
mination. 

All decisions of the Secretary with re¬ 
spect to assistance under this sub part are 
final and conclusive and not subject to 
Judicial review. 


Subparts M—Q [Reserved] 

Subpart R—Claims Collection 
Standards 

§ 200.900 General collection standards. 

The general standards and procedures 
governing the collection, compromise, 
termination, and referral to the Depart¬ 
ment of Justice of claims for money and 
property arc prescribed in the regula¬ 
tions issued Jointly by the General Ac¬ 
counting Office and the Department of 
Justice pursuant to the Federal Claims 
Collection Act of 1966 (4 CFR101 et seq.). 
These standards are applicable to the 
administrative claim collection activities 
of the Commissioner except as modified 
by the provisions of 5 200.905. (Also, see 
24 CFR Part 17. Subpart B, for Depart¬ 
ment collection regulations.) 

§ 200.905 Collection of title I Accounts. 

Where. In connection with a title I 
claim assigned to the United States of 
America pursuant to § 201.11 of this 
chapter, collection is made under a pay¬ 
ment plan providing for regular install¬ 
ment payments, amounts received shall 
not be applied according to the so-called 
“UJS. Rule” as prescribed in § 102.10 of 
the Joint regulations of the Genera] Ac¬ 
counting Office and the Department of 
Justice (4 CFR 102.10). In such In¬ 
stances. amounts received shall be ap¬ 
plied first to satisfy the principal of the 
debt. Subsequent payments shall be ap¬ 
plied to the Interest obligation, calcu¬ 
lated on the basis of declining principal 
balances without charging Interest on in¬ 
terest balances. 

SUBCHAPTEt B—MORTGAGE ANO LOAN IN¬ 
SURANCE PROGRAMS UNDER NATIONAL 
HOUSING ACT 

part 201—property improve¬ 
ment AND MOBILE HOME LOANS 

Subporl A—Property Improvement loom 

8ec. 

201.1 Definitions. 

201.2 Eligible note*. 

201S Maximum amount of loans. 

201.4 Financing chargee. 

201.6 Credits and collections. 

201.6 Eligible loans. 

201.7 Ineligible loans. 

201 a Dealer Investigation, approval and 
control. 

201.0 Refinancing. 

201.10 Report of loans. 

201.11 Claims. 

201.12 Insurance reserve. 

201.18 Insurance charge. 

901.14 Administrative reports and exam¬ 
ination. 

201.16 Amendments. 

201.16 Effective date. 

Subport B—Mobile Heme loam 
201.601 Definitions. 

201.506 Purpose of subpart. 

Psorarrr and Stsvctusal Requirements 
201.610 New or used mobile homes. 

201.515 Borrower's use of mobile home. 

201.620 Structural design and standards. 

201.626 Mobile home location standards. 


Maximum Loan. Fax* and Chaoses 

201.630 Maximum loan amount. 

201.635 Borrower's minimum Investment. 
201.640 Financing charges. 

Eligible Bossowxius 

201.545 Credit requirements. 

201.550 Limitation on outstanding loans 
for some borrower. 

Loan Rcquiuments 

201.566 Payment provisions. 

201.560 Maturity provisions. 

201.506 Default provision. 

201.570 Late charges. 

301.575 Validity ond enforceability of loan. 

201.660 Provision concerning past due loans. 
201.683 Refinancing. 

Dealt* and Diejcct Loans 

201.600 Types of loan transactions. 

201.505 Dealer investigation, approval and 
control. 

201.600 Procedures on direct loans. 

201.605 Placement certificate. 

201.610 Advance notice of disbursement. 
201.616 Precautionary measures. 

201.620 Porsons Ineligible for participation. 
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201.625 Rate of insurance charge. 

201 .630 When Insurance charge payable. 
201635 Insurance charge adjustments on 
transfers. 

201.640 Refund or abatement of Insurance 
charge. 

201 646 Limit on charge to borrower. 

Loan Retooling and Seuvicinc 

201.660 Report of loans. 

201.655 Servicing and collection. 

201.660 Administrative reports and exami¬ 
nations. 

Claims 

201.665 Claim application. 

201.670 Assignment of security. 

201.675 Insurance reserve. 

201.680 Amount of claim. 

Amendments 

201.000 Amendment and effect. 

Authooitt: The provisions of this Port 
201 Issued under sec. 2. 48 6tat. 1246, os 
amended; 12 UJS.0.1708. 

Subpart A—Property Improvement 
Loans 

§ 201.1 Definitions. 

As used in the regulations in this part, 
the term: 

(a) “Act” means the National Hous¬ 
ing Act, as amended. 

(b) “Administration” means the Fed¬ 
eral Housing Administration. 

(c) “Commissioner” means the Fed¬ 
eral Housing Commissioner or his duly 
authorized representative. 

(d) “Contract of Insurance” includes 
all of the provisions of the regulations in 
this part and of the applicable provisions 
of the Act. 

(e) “Insured** means a financial in¬ 
stitution holding a Contract of Insur¬ 
ance under *11110 I of the act. 

(f) “Loan” means an advance of funds 
or credit or the purchase of an obligation 
evidenced by a note. 

<f-l) “Direct loan” means a loan ap¬ 
plied for by and disbursed directly to the 
borrower or borrowers where: 
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(1) The credit application, signed by 
the borrower or borrowers, is filled out 
by: 

U) The borrower or borrowers; or 

(ID A maker of the note other than 
a borrower; or 

(ill) A person acting at the direction 
of a borrower who has no financial inter¬ 
est, directly or indirectly, in the contract 
for the repair, alteration or improvement 
of the borrower's property; and 

(2) The proceeds are delivered direct¬ 
ly to such borrower or borrowers with¬ 
out the intervention or participation of 
an Intermediary in any manner in such 
disbursement other than a maker of the 
note. 

(f-2) "Dealer loan" means a loan 
where an intermediary, having a finan¬ 
cial interest in the contract for the re¬ 
pair, alteration, or Improvement of the 
borrower's property, intervenes or par¬ 
ticipates in the application for or dis¬ 
bursement of the loan. 

(g) "Note" includes a note, bond, 
mortgage, or other evidence of indebted¬ 
ness. 

<h) "Payment" includes a deposit to 
an account or fund which represents the 
full or partial repayment of a loan. 

(1) "Borrower" means one who applies 
for and receives a loan in reliance upon 
the provisions of the Act and who has 
an interest of at least one-third in one 
of the following types of ownership in 
the property to be improved: 

(1) A fee title, or 

<2> A life estate, or 

(3) A fee title or life estate subject to 
a mortgage, deed of trust, or other lien 
securing a debt, or 

(4) A mutually binding contract for 
the purchase of the property where the 
borrower is rightfully In possession and 
the purchase price is payable in install¬ 
ments. 

(5) A lease having a fixed term, ex¬ 
piring not less than six calendar months 
after the maturity of the loan, provided 
the lessor Indicates in writing his con¬ 
sent to the making of the Improvements 
and procurement of the loan. 

The borrower or borrowers shall have at 
least one-third of one of such Interests 
in the property to be improved. 

(J> "Class 1(a) loan" means a loan, 
other than a loan defined In paragraph 
(k) of this section as a "Class 1(b) loan." 
which is for the purpose of financing the 
repair, alteration, or improvement of an 
existing structure or of the real property 
in connection therewith, exclusive of the 
building of new structures. 

(k) "Class 1(b) loan" means a loan 
is made for the purpose of financing the 
alteration, repair, improvement, or con¬ 
version of an existing structure used or 
to be used as an apartment house or a 
dwelling for two or more families which 
structure is not owned by a corporation. 

(l) "Class 2(a) loan" means a loan 
which is for the purpose of financing the 
construction of a new structure which is 
to be used exclusively for other than resi¬ 
dential or agricultural purposes: Pro¬ 
vided, That nothing in this paragraph 
shall prevent the temporary use of such 
a structure for residential purposes while 


the borrower constructs a new dwelling 
to replace a previous dwelling, which he 
occupied os an owner or a tenant, which 
was destroyed or damaged to such an 
extent that reconstruction is required as 
a result of a flood, fire, earthquake, storm 
or other catastrophe which the Presi¬ 
dent, pursuant to section 2(a) of Public 
Low 875, approved September 30. 1950. 
has determined to be a major disaster 
and the Credit Application is filed within 
one year from the date of such deter¬ 
mination. 

(m) "Class 2(b) loan" means a loan 
which is for the purpose of financing 
the construction of a new structure for 
use in whole or In part for agricultural 
purposes, exclusive of residential pur¬ 
poses. 

<n) "Class 1 loan" includes both 
"Class 1(a)" and "Class 1(b)” loans as 
defined in paragraphs (j) and (k) of 
this section. 

(o) "Class 2 loon" Includes both 
"Class 2(a)" and "Class 2(b)" loans as 
defined in paragraphs (1) and (m) of 
this section. 

(p) "Existing structure" means a resi¬ 
dential structure completed and occu¬ 
pied at least 90 days prior to the 
application for the Title I loan or a 
structure for other than residential pur¬ 
poses which was a completed building 
with a distinctive functional use prior 
to the application for the Title I loon: 
Provided. That the requirement with re¬ 
spect to the period of occupacy and 
completion of a new residential structure 
shall not apply to; 

(1) Loons having a principal amount, 
exclusive of financing charges, of N500 
or less. 

(2) Residential structures which have 
been damaged in a disaster which the 
President, pursuant to section 2(a) of 
Public Law 875. approved September 30. 
1950, has determined to be a major 
disaster. 

(3) Loans W’hlch are for the purpose 
of financing the construction of civil 
defense shelters. 

§ 201.2 Eligible note*. 

(a) Validity. The note shall bear the 
genuine signature of the borrower as 
maker, shall be valid and enforceable 
against the borrower or borrowers as de¬ 
fined in ft 201.1(1), and shall be complete 
and regular on its face. The signatures 
of all parties to the note must be genuine. 
If the note is executed for and on behalf 
of a corporation or in a representative 
capacity, the note must create a binding 
obligation of the principal. 

(b) Acceleration clause . The note 
shall contain a provision for acceleration 
of maturity, either automatic or at the 
option of the holder, in the event of de¬ 
fault in the payment of any installment 
upon the due date thereof. 

(c) Payments. (1) The note shall be 
payable in equal installments falling due 
monthly or every 2 weeks, unless a dif¬ 
ferent payment schedule is approved by 
the Commissioner. The first payment 
shall be due no later than 2 months from 
the date of the note. The note may pro¬ 
vide for a first or final payment in an 
amount other than the regular install¬ 


ment. In such instance, the installment 
shall not be less than one-half nor more 
than one and one-half times the amount 
of the regular installment. 

(2) Where 51 percent or more of the 
borrower's Income is derived from the 
raising and selling of agricultural com¬ 
modities, crops, livestock, or from com¬ 
mercial fishing or the operation of a 
commercial greenhouse, a note may be 
made payable in installments corre¬ 
sponding to income periods shown on the 
credit application. In such Instance, 
the note shall provide for the first pay¬ 
ment no later than 1 year from the date 
of the note with subsequent payments to 
be made at least once a year. The pro¬ 
portion of principal payable during the 
last half of the term of the loan shall not 
exceed the proportion to be paid during 
the first half of the term. 

<d) Maturity—ID Minimum. The 
note shall not have a final maturity of 
less than 6 calendar months from the 
date of the note. 

(2) Maximum. The maximum per¬ 
missible maturity of a note evidencing 

(i) A Class 1(a), 1(b). or 2(a) loan is 
7 years and 32 days from the date of the 
note. 

<ii) A Class 2(b) loan is 7 years and 
32 days from the date of the note, except 
that if a Class 2(b) loan Is secured by a 
first mortgage, first deed of trust, or 
other security instrument const!tutine a 
first lien upon the improved property, 
the loan may have a final maturity not 
in excess of 15 years and 32 days from 
the date of the note. 

OH) A combination of any of the above 
classes of loans shall be no greater than 
the maximum maturity governing that 
component part of the loan having the 
shortest maturity if made alone. 

(e) Late charges. The note may pro¬ 
vide for a late charge, not to exceed 5 
cents for each $1.00 of each Installment 
more than 10 days in arrears. No late 
charge on a past due installment may be 
accrued In excess of $5.00. In Ueu of 
late charges, notes may provide for in¬ 
terest on past due Installments at a rate 
not in excess of the contract rate in the 
jurisdiction in which the note is drawn. 
The borrower must be billed for the pen¬ 
alties collected as such, and evidence of 
such billing must be in the file if claim 
is made under the Contract of Insurance. 

(f) Secured notes. A Class 1(b) loan 
in excess of $5,000, exclusive of financing 
charges, shall be secured by a recorded 
lien upon the improved property. 

§ 201.3 Maximum amount of loan*. 

(a) Class 1(a) loan. A Class Ka) loan 
shall not Involve a principal amount, ex¬ 
clusive of financing charges, in excess 
of $5,000. 

(b) Class 1(5) loan. A Class l(b> 
loan shall not involve a principal amount, 
exclusive of financing charges, in excess 
of $2,500 per dwelling unit In the im¬ 
proved structure and shall not exceed 
$15,000. 

(c) Class 2 loans . A Class 2 loan shall 
not Involve a principal amount, exclusive 
of financing charges, in excess of $5,000. 
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(d> Outstanding aggregate loan bal¬ 
ance. No loan shall be made which will 
result In an outstanding aggregate loan 
balance with respect to the same prop¬ 
erty or structure exceeding the dollar 
amount limitation prescribed In this sec¬ 
tion for the type of loan Involved. If 
more than one type or class of loan Is 
Involved, the total outstanding aggre¬ 
gate loan balance as to one structure 
or property shall not exceed the dollar 
amount limitation prescribed In this sec¬ 
tion for the type or class of loan having 
the larger permissible maximum amount. 

§ 201.4 Financing charge*. 

(a) Maximum charge. The maximum 
permissible financing charges, exclusive 
of fees and charges as provided by para¬ 
graph (b) of this section which may be 
paid or collected for Interest, discount, 
and fees of all kinds in connection with 
the transaction, shall be computed as 
follows: 

(1) Class 1 and Class 2 loans, having 
a principal amount, exclusive of financ¬ 
ing charges, not in excess of $2,500 and 
having a maturity not in excess of 7 years 
and 32 days, may have a financing charge 
not in excess of an amount equivalent to 
$5.50 discount per $100 original face 
amount of a 1 year note, to be paid in 
equal monthly installments, calculated 
from the date of the note. 

(2) Class 1 and Class 2 loans, having 
a principal amount, exclusive of financ¬ 
ing charges, in excess of $2,500 and a 
maturity not In excess of 7 years and 32 
days, may have a financing charge equiv¬ 
alent to the total of (1) an amount, with 
respect to so much of the net loan pro¬ 
ceeds as does not exceed $2,500, equiva¬ 
lent to $5.50 discount per $100 original 
face amount of a 1 year note payable in 
equal monthly Installments, plus (11) an 
amount, with respect to any portion of 
the net loan proceeds In excess of $2,500, 
equivalent to $4.50 discount per $100 
original face amount of a 1 year note to 
be paid In equal monthly installments, 
calculated from the date of the note. 

<3) Class 2(b) loans, having a matu¬ 
rity in excess of 7 years and 32 days, 
shall not have a financing charge in 
excess of an amount equivalent to $3.50 
discount per $100 original face amount 
of a one year note, to be paid In equal 
monthly installments, calculated from 
the date of the note. 

(4) Such charges correctly based on 
tables of calculations Issued by the Fed¬ 
eral Housing Commissioner are deemed 
to comply with this section. An increase 
In the ratio of the charge to the average 
amount outstanding on the debt over the 
maximum provided in this section, which 
increase results from the first payment 
falling due leas than 30 days after the 
date of the note, shall not be deemed to 
be in conflict with this section. 

<b) Permissible additional charges. 
£ th* insured takes security in the na¬ 
ture of a real estate mortgage, deed of 
trust* conditional sales contract, chattel 
mortgage, mechanic’s lien, or other secu¬ 
rity device for the purpose of securing 
tne payment of eligible loans, the Insured 
nmy collect from the borrower, in addl- 


RULES AND REGULATIONS 

tlon to the maximum permissible financ¬ 
ing charge as provided in paragraph (a> 
of this section, the following expenses 
actually Incurred by the insured in con¬ 
nection with the transaction: Recording 
or filing fees, documentary stamp taxes, 
title examination charges and hazard 
insurance premiums, provided that such 
costs or expenses are not paid from the 
proceeds of the loan or included In the 
faoe amount of the note. Such costs 
or expenses shall not be included by the 
insured as a portion of a claim under 
the Contract of Insurance and if such 
costs or expenses are assessed against 
the borrower, proper evidence thereof 
shall be in the file. 

(c) Dealer reserve accounts and guar¬ 
antees. Reserve accounts to assure 
against losses on loans reported to the 
Commissioner for insurance are pro¬ 
hibited. A dealer or other person may 
be required to endorse or guarantee pay¬ 
ment of notes so long as no reserve ac¬ 
count Is involved, but any such guaran¬ 
tee must cover the full amount due on 
the note. The provisions of this para¬ 
graph shall not be interpreted to apply 
to agreements between insureds as to 
the transfer of loans already reported 
for Insurance. 

(d) Repayment rebate. If a note is 
paid in full prior to maturity, the Insured 
shall rebate the full unearned charge, ex¬ 
cept that where the law of the Jurisdic¬ 
tion permits an acquisition or minimum 
retained charge, such charge may be de¬ 
ducted from the rebate. An insured is not 
required to make rebates of less than $1 
except upon application of the borrower. 

§ 201.5 Credit* and collections. 

(a) Credit application. Prior to mak¬ 
ing a loan the Insured shall obtain a 
dated credit application executed by the 
borrower on a form approved by the 
Commissioner. A separate credit appli¬ 
cation Is required for each loan made or 
note purchased. In addition, the loan 
file shall contain either a commercial 
credit report on the borrower or evidence 
of the lender’s investigation of the bor¬ 
rower's credit. 

<b) Credit investigation. The credit 
information relied upon by the insured, 
must, in Its Judgment clearly show the 
borrower to be solvent, with reasonable 
ability to pay the obligation and in other 
respects a reasonable credit risk. If, 
after the loan is made, an insured who 
acted in good faith discovers any mate¬ 
rial misstatements or misuse of the pro¬ 
ceeds of the loan by the borrower, dealer, 
or others, the eligibility of the note for 
Insurance will not be affected. However, 
the insured shall promptly report such 
discovery to the Commissioner. 

(c) Outstanding FHA and direct Fed¬ 
eral obligations. The proceeds of a loan 
shall not be disbursed if the insured has 
knowledge that the borrower Is past due 
more than 15 days as to cither principal 
or Interest with respect to an obligation 
owing to, or insured by, any department 
or agency of the Federal Government, 
provided that nothing contained herein 
shall prevent the making of a loan other¬ 
wise eligible, even though the borrower 
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<s in default under such an obligation by 
reason of his military service and the ap¬ 
proval of the Commissioner is obtained. 

(d) Past due Title I notes at time of 
purchase. A note shall not be purchased 
when any Installment thereon is past 
due more than 15 days at the .date of 
purchase except purchases of notes under 
the provisions of l 201.12. 

(e) Prior approval by Commissioner. 
In connection with all Class 1 and Class 
2 loans, the approval of the Commis¬ 
sioner Is required prior to disbursing any 
loan which will increase the total obliga¬ 
tion of a borrower, or of a comaker or 
cosigner of the note, to more than $5,000 
exclusive of financing charges. 

(f) Security. The taking of security to 
secure the payment of a Joan Is left to 
the discretion of the insured lender un¬ 
less specifically required by the Commis¬ 
sioner In accordance with the provisions 
of paragraph (e) of this section or of 
8 201.2(d) (2) (ill) or (f). An Insured may 
permit the substitution or subordination 
of security, provided It can be shown 
when claim is made that at the time of 
such action the original security value 
was not impaired or reduced by such 
action. Upon presentation of^the facts, 
the prior approval of the Commissioner 
may be obtained by the insured to any 
proposed substitution or subordination 
of security. A pledge of a share account, 
deposit or passbook, shall not be con¬ 
sidered sccutf ty within the meaning of 
this paragraph. 

(g) Collections. The Insured Is re¬ 
quired to service loans in accordance 
with acceptable practices of prudent 
lending Institutions. In the event of 
default, the Insured should have ade¬ 
quate facilities for contacting the bor¬ 
rower and otherwise exercise diligence 
in collecting the amount due. The in¬ 
sured is responsible to the Commissioner 
for proper collection efforts even though 
actual collection may be performed by 
an agent. 

<h) When owner must sign note. 
When a borrower is a lessee of property 
to be improved, which is used or to be 
used for other than residential or agri¬ 
cultural purposes, the owner of the prop¬ 
erty shall join in the execution of the 
note unless the prior credit approval of 
the Commissioner is obtained. 

§ 201.6 Eligible loan*. 

(a) Property location . The property 
to be improved shall be located within 
the United States, its territories, or pos¬ 
sessions. 

(b) Use of proceeds —fn general . The 
proceeds of a loan shall be used only to 
finance alterations, repairs, and im¬ 
provements upon real property or in 
connection with existing structures 
which substantially protect or Improve 
the basic livability or utility of the prop¬ 
erty. and which are commenced in re¬ 
liance upon the credit facilities afforded 
by Title I of the Act. 

(c) Use of proceeds—technical serv¬ 
ices and direct costs. The proceeds of a 
loan may be used to pay: 

(1) The costs of credit Investigation, 
not to exceed $5. 
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(2) The costa of architectural and en¬ 
gineering sendees and the costs of ob¬ 
taining building permits where such 
sendees or permits are directly con¬ 
nected with eligible alterations, repairs 
or Improvements financed in Accordance 
with the regulations In this part. 

(d) Use of proceeds — "built-in” kitch¬ 
ens. Any port of the proceeds of a loan 
may be used for appliances to be Installed 
In a kitchen provided that: 

(1) The appliances are designed by 
the manufacturer to be installed In a 
kitchen as a "built-in” unit, and 

(2) The appliances will be In fact in¬ 
stalled and permanently affixed in the 
kitchen so as to become a permanent 
part of the real estate, and 

(3) [ Reserved 1 

(4) [Reserved! 

(5) Individuals whose Interest in the 
property to be improved Is derived under 
a lease shall not be considered eligible 
borrowers unless the lease has an orig¬ 
inal term of not less than 09 years which 
Is renewable, and 

(6) Prior to disbursing the proceeds, 
the insured obtains on forms approved 
by the Commissioner: 

U) A certification signed by the bor¬ 
rower, stating that he or It Is the owner 
of the residential structure to be Im¬ 
proved or a lessee under a lease which 
has an original term of not less than 99 
years and Is renewable, and that It Is his 
or Its Intention to build In, Install and 
affix permanently In the kitchen of such 
residential structure the appliances pur¬ 
chased with the loan so that they will 
become an Integral part of the real es¬ 
tate, and 

(11) An additional certification signed 
by the dealer, where the provisions of 
| 201.8(a) are applicable, or the prior 
approval of the Commission Is required 
under f 201.5(e). stating that the appli¬ 
ances which are being financed by the 
Title I loan were designed by the manu¬ 
facturer to be built In and that they have 
been permanently built in, installed and 
affixed In the borrower's kitchen or 
kitchens so as to become an Integral part 
of the realty. In the case of a direct loan, 
such additional certification shall be 
signed by the borrower’s contractor, and 

(ill) A special certification signed by 
the borrower and the dealer, or by the 
borrower’s contractor If the loan Is made 
directly to the borrower, where two or 
more kitchens are to be Installed, stat¬ 
ing that the improvements, installations, 
alterations and repairs to the kitchens 
are in conformance with all applicable 
building codes and zoning regulations. 

(7) Nothing In this paragraph will be 
construed as limiting the financing of 
household appliances or equipment con¬ 
sidered eligible prior to October 20. 1959. 

(e) Use of proceeds — shelters. (1) 
Before disbursing the proceeds of a loan 
to finance the construction of a civil 
defense shelter: 

(I) The lender shall obtain a State¬ 
ment of Eligibility Issued by the Com¬ 
missioner Indicating that the proposed 
shelter Is eligible for financing as a Title 
I Property Improvement Loon. 

(II) The shelter shall be Inspected to 
determine that It Is constructed in sub¬ 


stantial conformance with the plans and 
specifications used by the Commissioner 
as a basis for issuing the Statement of 
Eligibility. 

(2) The lender shall certify that the 
shelter is constructed In substantial con¬ 
formance with the plans and specifica¬ 
tions. 

(3) The provisions of subparagraphs 
(1X11) and (2) of this paragraph shall 
not become effective until December 15, 
1951. 

(f) Use of proceeds—septic tanks . 
Before disbursing the proceeds of a loan 
to finance the construction or installa¬ 
tion of a septic tank, the insured shall 
obtain a certification signed by the bor¬ 
rower and the deftlcr (or by the borrower 
and the borrower's contractor) certify¬ 
ing as to each of the following: 

(1) That the septic tank and the san¬ 
itary system of which It is a part is in 
conformance with all applicable State 
and local sanitary and zoning regula¬ 
tions. 

(2) That connection to a public or 
privately owned community sewerage 
system is not economically feasible. 

(g) Reliance on credit application . An 
insured acting in good faith may. in the 
absence of information to the contrary, 
rely upon all statements of facts made 
by the borrower, which are called for 
by the borrower's credit application. In 
determining the eligibility of the loan. 

§201.7 Ineligible loons. 

(a) In general There Is hereby estab¬ 
lished a "list of Ineligible Items” which 
Includes Items, products, alterations, re¬ 
pairs, or Improvements, or classes there¬ 
of. which the commissioner has deter¬ 
mined not to be eligible for financing 
with the proceeds of loans reported for 
Insurance under the regulations In this 
part. The omission of any Item from the 
"list of Ineligible items” shall not be con¬ 
strued as rendering such omitted item 
eligible for financing. All Items other¬ 
wise Ineligible for Title I financing shall 
remain Ineligible for such financing not¬ 
withstanding any provision of this sec¬ 
tion. If an insured has any doubt as to 
the eligibility of any Item, product, al¬ 
teration, repair, or Improvement, or class 
thereof, it should request a specific rul¬ 
ing from the Commissioner before mak¬ 
ing any loon. 

(b) List of Ineligible items. No part 
of the proceeds of a loan shall be used 
to finance any of the following Items: 

Barbecue pita. 

Bathhouses. 

Burglar alarms. 

Burglar protection bars. 

Dumbwaiters. 

Fire alarms or Ore detecting devices. 

Fire extinguishers. 

Flower boxes. 

Greenhouses (except commercial green¬ 
houses). 

Hangars (airplane). 

Kitchen appliances which are designed and 
manufactured to be freestanding and are 
not buUt In and permanently affixed as aa 
Integral part of the kitchen in a real- 
den Ual structure. 

Outdoor fireplaces or hearths. 

Penthouses. 


Photo murals. 

Radiator covers or enclosures. 

Stands. 

Steam cleaning of exterior surfaces 
Swimming pools. 

Television antennae. 

Tennis oourts. 

Tree surgery. 

Valance or oorolce boards. Waterproofing of 

a structure by pumping or Injecting any 

aubstanoe In the earth adjacent to or 

beneath the basement or foundation cr 

Boors. 

(c) Supplementing an uninsured ob¬ 
ligation. The proceeds of an insured 
loan shall not be used to supplement an 
uninsured obligation of the borrower, 
created In connection with the proposed 
alterations, repairs, or improvements, If 
the payment of the uninsured obligation 
Is secured by a lien unless the insured 
loan Is to be secured by a lien which has 
priority. 

§201.8 Dealer Investigation, approval 
and control. 

(a) Procedure before disbursement. 
Before disbursing the proceeds of a loan, 
the Insured shall: 

(1) Have approved as dealer an appli¬ 
cant who the Insured considers to be re¬ 
liable. financially responsible and quali¬ 
fied to perform satisfactorily the work to 
be financed, and to extend proper serv¬ 
ices to the customer. This approval shall 
be evidenced by an application, on a form 
approved by the Commissioner, dated 
and signed by the insured to signify such 
approval. The insured shall maintain a 
file for each dealer in which shall be In¬ 
cluded the dealer application, as ap¬ 
proved by the insured, with the credit 
reports and any other Information ob¬ 
tained to support the dealer's applica¬ 
tion. Records of inspections of the deal¬ 
er’s work and memoranda relating to the 
Insured's experience with loans origi¬ 
nated by the dealer shall also be main¬ 
tained In the dealer file. Except where 
the dealer engages exclusively in the sale 
of materials, the insured shall make an 
inspection of the work performed by the 
dealer and shall Interview the borrower. 
These inspections and interviews shall be 
conducted In connection with the first 
contract performed by the dealer and 
with respect to not less than one out of 
every five contracts of the dealer involv¬ 
ing net proceeds in excess of $3,500. 

(2) Completion certificate. Obtain a 
completion certificate on a form ap¬ 
proved by the Commissioner, signed by 
the borrower and by the person ap¬ 
proved by the insured as dealer. An In¬ 
sured shall not disburse the proceeds of a 
loan If, as an inducement for the con¬ 
summation of the transaction, the bor¬ 
rower has been given or promised a cash 
payment or rebate, or it has been repre¬ 
sented to the borrower that he will re¬ 
ceive a cash bonus or commission on 
future sales. In the absence of informa¬ 
tion to the contrary, the Insured may rely 
upon the dealer's statement in his com¬ 
pletion certificate that there has been no 
such esuih payment, rebate, bonus or 

commission. If there are two or more eli¬ 
gible borrowers involved in a transaction, 
the signature of only one borrower Is re¬ 
quired on the borrower’s certificate. 


FEDERAL REGISTER, VOL 36, HO. 246—WEDNESDAY, DECEMBER 22, 1971 










(3) Authorization to pay loan pro¬ 
ceeds. (1) If the application for the 
loan is dated before February 1, 1964: 
Obtain written authorization from the 
borrower, where the Insured Is the payee 
of the note and the proceeds are to be 
disbursed to one other than the borrower. 

(11) If the application for the loan Is 
dated on or after February 1, 1964: Ob¬ 
tain written authorization from all bor¬ 
rowers and all makers and co-signera. 
where the insured Is the payee of the 
note and the proceeds are to be disbursed 
to one other than the borrower. All 
signatures to the authorization must be 
genuine. 

(4) Description of improvements. Ob¬ 
tain a copy of the contract or sales agree¬ 
ment, signed by the borrower and the 
dealer, describing the type and extent of 
Improvements to be made and the mate¬ 
rial to be used. The contract or sales 
agreement shall be of a type regularly 
used by the dealer In his business. A copy 
of the signed contract shall be attached 
to the credit application. The signature 
appearing on the copy of the contract 
or sales agreement may be a carbon Im¬ 
print of the signature appearing on the 
original. 

(5) Advance notice to applicant. 
Mall to the borrower or personally de¬ 
liver to the borrower written notice, on 
a form approved by the Commissioner, 
of the insured's intention to disburse the 
proceeds of the loan. Such notice shall 
be directed to the borrower prior to the 
disbursement of the loan and in no event 
less than six calendar days prior to such 
disbursement. A record of such notice 
allowing the date of mailing or delivery 
to the borrower shall be In the loan file. 

(b) If the Insured has not approved 
the dealer or has reason to withdraw ap¬ 
proval of a dealer that has previously 
been approved under this section or 
I 201.590, the proceeds of a loan shall 
not be disbursed until: 

(1) The insured has verified all state¬ 
ments contained on the borrower's credit 
application. 

(2) The borrower has signed the bor¬ 
rower's completion certificate In the 
presence of the insured. 

(3> The Insured has inspected the 
work performed In every Instance when 
the amount Involved Is $500 or more, and 
In at least one out of every three trans¬ 
actions when the amounts involved are 
less than $500. 

(4) The Insured has signed a state¬ 
ment to the effect that the above re¬ 
quirements were complied with prior 
to releasing the proceeds of any such 
loans. Such statement must accompany 
each loan report. 

(c) Exceptions. The provisions of 
paragraphs (a) and <b) of this section 
shall not apply to direct loans. 

(d) Ineligible persons. No loan shall 
be made where the Insured has knowl¬ 
edge that any person participating In 
the transaction as dealer, salesman, 
broker, borrower, or In any other ca¬ 
pacity has been barred from participa¬ 
tion In the Title I program pursuant to 
i 290.190 et seq. of this chapter. 
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§ 201.9 Refinancing. 

(a) General requirements . New obli¬ 
gations to liquidate loans previously re¬ 
ported for Insurance pursuant to title I 
of the Act which may or may not Include 
an additional amount advanced, to the 
extent permitted by l 201.3, and which 
may Include the maximum finance charge 
permissible under | 201.4. will be covered 
by insurance If the new obligations meet 
the requirements of all applicable regu¬ 
lations in this part and the special provi¬ 
sions of this section. 

(b) Maximum maturity. (1) A Class 
1(a) loan or a Class 2(a) loan may be re¬ 
financed for an additional period not In 
excess of 7 years and 32 days from the 
date of the refinancing, provided that 
the term of the new note does not extend 
beyond 12 years from the date of the 
original note. 

(2) A Class 1(b) loan may be refi¬ 
nanced for an additional period not in 
excess of 7 years and 32 days from the 
date of refinancing, but not to exceed 
12 years from the date of the original 
note. 

(3) A Class 2(b) loan may be refi¬ 
nanced for an additional period not In 
excess of 7 years and 32 days from the 
dAte of the refinancing, but not to exceed 
12 years from the date of the original 
note, except that If a Class 2(b) loan is 
secured by a first mortgage, first deed 
of trust, or other security instrument, 
constituting a first lien upon the im¬ 
proved property, the new note may have 
a final maturity not in excess of 15 years 
and 32 days from the date of the refi¬ 
nancing. but not to exceed 25 years from 
the date of the original note. 

(4) When a class 1 loan or a class 2 
loan is made or refinanced and consoli¬ 
dated with another class 1 loan or class 
2 loan. the new note evidencing the con¬ 
solidated obligation shall not be for a 
longer term than that which the com¬ 
ponent loan having the shortest permis¬ 
sible maturity could have if made or 
refinanced alone. 

(c) Rebate . The full unearned charge 
on the original note shall be refunded 
to the borrower. If no additional ad¬ 
vance is made a handling charge not in 
excess of $5.00 may be Assessed the bor¬ 
rower: Provided , That the provisions of 
this paragraph shall be applicable to 
loans refinanced on or after December 
31.1959. 

<d) Special cases. The Commissioner 
may upon presentation of the facts op- 
prow the refinancing or refinancing and 
consolidation of any loan or loans upon 
such terms and conditions as he may 
determine within the limits provided by 
the act. 

(e) Deferred payments. An agree¬ 
ment to defer payments on a note previ¬ 
ously reported for insurance under the 
regulations in this part without rewrit¬ 
ing the note is not considered refinanc¬ 
ing Such agreement will not affect the 
Insurance coverage on the loan provided 
that: 

(1) Such agreement is evidenced in 
writing; 
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<2> Payment shall not be deferred for 
more than 5 months from the due date 
of the last fully paid installment, except 
that any period during which the bor¬ 
rower Is a "person In the military serv¬ 
ice" as such term is defined in the Sol¬ 
diers' and Sailors' Civil Relief Act of 
1940, as amended, shall not be Included 
in computing the 5-month period. 

(3) Such agreement shall not extend 
the final maturity of the obligation be¬ 
yond the maturity date of the obligation 
as provided by Its original terms; 

(4) The insured may assess the bor¬ 
rower for the cost of deferring payments 
if such assessment is not In excess of 
the contract rate In the Jurisdiction In 
which the note is drawn, or the amount 
of late charges permitted by the note as 
authorized in f 201.2(e), whichever 
amount is the greater. 

g 201.10 Report of loan*. 

Loans shall be reported on the pre¬ 
scribed form to the Federal Housing Ad¬ 
ministration at Washington, D.C., within 
31 days from the date of the note or date 
upon which it was purchased. Any loan 
refinanced as provided in 1 201.9 shall 
likewise be reported on the prescribed 
form within 31 days from the date of 
refinancing. Any loan transferred as pro¬ 
vided in 9 201.12(e) shall be reported on 
the prescribed form within 31 days from 
the date of such transfer. If the loan or 
note is not In default, the Commissioner 
may, in his discretion, accept a late 
report. 

§201.11 Claim*. 

(a) Claim application. Claim for re¬ 
imbursement for loss on an eligible loan 
shall be made on a form provided by the 
Commissioner, and executed by a duly 
qualified officer of the Insured. The 
claim shall be accompanied by the in¬ 
sured 's complete credit and collection file 
pertaining to the transaction. 

(b) Claim after default. Claim may 
be filed after default, provided demand 
has been made upon the debtor for the 
full unpaid balance of the note. For the 
purpose of determining the date of de¬ 
fault, any payments received on an ac¬ 
count. including payment on judgments 
predicated thereon, shall be applied to 
the earliest unpaid Installment. 

(c) Maximum claim period. (1) Claim 
shall be filed no later than 6 months after 
the due date of the final installment pro¬ 
vided for In the note. 

(2) If at the time of default or at any 
time subsequent to the default a person 
primarily or secondarily liable for the 
repayment of a loan Is a "person in mili¬ 
tary service" as such term is defined In 
the Soldier's and Sailor's Civil Relief 
Act of 1940, as amended, the period dur¬ 
ing which he is in military service shall 
be excluded in computing the time within 
which claim is to be filed for rcraburse- 
ment under the provisions of this section. 

(d) Extension of maximum claim pe¬ 
riod. Upon presentation to the Commis¬ 
sioner of the facts of & particular case 
within the allowable claim period pre¬ 
scribed In this section, he may, in his 
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discretion, extend the time within which 
claim must be made, provided that in 
computing the claim no interest will be 
allowed for the period of such extension. 

(e) Claim amount. An insured will 
be reimbursed for its losses on loans 
made In accordance with the regulations 
In this part up to the amount of Its re¬ 
serve as established by 8 201.12. The 
amount of the reimbursement is deter¬ 
mined by adding the items In subpara¬ 
graphs (1). (2). (3). and (4) as follows: 

(1) 90 percent of the net unpaid 
amount of the loan actually made or the 
actual purchase price of the note, which¬ 
ever U the lesser. 

(2) DO percent of the uncollected in¬ 
terest earned up to the date of default 
plus 90 percent of the interest, computed 
at 7 percent per annum (5 percent per 
annum with respect to claims filed with 
the Commissioner prior to May 1, 1970) 
on the outstanding balance, computed 
from the date of default: 

li) To either the date of the claim ap¬ 
plication or for a period of 9 months 
and 31 days following such default date, 
whichever period of time is the lesser, or 

(li) To the date of certification of the 
claim for payment, in a case where an 
otherwise eligible claim has been held in 
suspense by the Commissioner pending 
a determination of the eligibility for in¬ 
surance of other claims or loans, or by an 
investigation of the insured's loan or 
claim activities. 

(3) Uncollected court costs. Including 
fees paid for Issuing, serving, and filing 
summons. 

(4) Attorney’s fees actually paid not 
exceeding: 

(i) Twenty-five percent of the amount 
collected by the attorney on the defaulted 
note if the borrower Is liable for the pay¬ 
ment of such fee under the laws of the 
jurisdiction applicable to the note, and 
if the insured has not waived its claim 
against the borrower for such fees. 

(11) $50 or 15 percent of the balance 
due on the note, whichever is the lesser, 
if a Judgment is secured by suit; or $10 
or 15 percent of the balance due on the 
note, whichever is the lesser, if Judgment 
Is secured by confession after default. 

(f) Assignment of documents. The 
note and any security held or Judgment 
taken must be assigned in Its entirety 
and if any claim has been filed in bank¬ 
ruptcy. insolvency, or probate proceed¬ 
ings, such claim shall likewise be as¬ 
signed to the United States of America. 

(g) Form of assignment . The follow¬ 
ing form of assignment properly dated 
shall be used in assigning a note. Judg¬ 
ment, real estate mortgage, deed of 
trust, conditional sales contract, chattel 
mortgage, mechanics’ lien, or any other 
security device in event of claim: 

All right, title, and interest of the under¬ 
signed Is hereby assigned (without warranty, 
except that the note qualifies for Insurance) 
to the United States of America. 

(Financial Institution) 
^By- 

Date.— 

Provided, That if this form is not valid 
or generally acceptable in the Jurisdic¬ 
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tion involved, a form which is valid and 
generally acceptable shall be used. 

(h) Election of action. Where a real 
estate mortgage, deed of trust, condi¬ 
tional sales contract, chattel mortgage, 
mechanics' lien, judgment lien, or any 
otlier security device has been used to 
secure the payment of a loan made under 
the provisions of Title I of the act. the 
Insured may not, except with the ap¬ 
proval of the Commissioner, both pro¬ 
ceed against such security and also make 
claim under its contract of insurance, but 
shall elect which rpethod it desires to 
pursue. 

§ 201.12 Injiurnncc rwerve. 

(a) Legal limit Subject to the limi¬ 
tation on the Commissioner's authority 
to insure as stipulated in section 2 of 
Title I of the act, the Commissioner, pur¬ 
suant to the provisions of 9 201.11. will 
reimburse any insured for losses sus¬ 
tained by It in accordance with the gen¬ 
eral insurance reserve provisions of 
paragraph (b) of this section. 

<b) There shall be maintained for 
each insured a general insurance re¬ 
serve. which shall equal 10 percent of 
the aggregate amount advanced on all 
eligible loans originated by such insured 
pursuant to the provisions of the regu¬ 
lations both in this Subpart A and in 
Subpart B of this part on and after 
March 1. 1950, and prior to the expira¬ 
tion of the Commissioner’s authority to 
Insure under the provisions of this Act, 
less the amount of all claims approved 
for payment by the Commissioner in 
connection with such loans and less the 
amount of any adjustments made pur¬ 
suant to paragraph (c) of this section. 

<c» Adjustment of general reserve. 
After August 1, 1956. the amount of the 
general insurance reserve to the credit 
of each insured shall be adjusted on July 
1 of each year by deducting therefronf an 
amount equivalent to 15 percent of the 
amount of such insurance reserve on the 
records of the Commissioner as of the 
date of such adjustment: Provided. That 
no such adjustment shall reduce the in¬ 
surance reserve of any Insured to an 
amount less than $5,000: Provided fur¬ 
ther. That no such adjustment shall be 
made In the insurance reserve of any 
financial Institution until the first day of 
July next following the expiration of a 
period of 30 months after the Issuance 
of a contract of Insurance to such In¬ 
stitution by the Commissioner, and no 
such adjustment shall be made in the 
Insurance reserve of any financial insti¬ 
tution after the termination of the con¬ 
tract of Insurance Issued to such insti¬ 
tution by the Commissioner, or after the 
termination of the Commissioner's au¬ 
thority to insure against losses pursuant 
to Title I of the National Housing Act. 

(d> Transfer of loans reported for in - 
surance . The Insured shall not assign 
or otherwise transfer any loan reported 
for insurance to a transferee not holding 
a contract of insurance under Title I of 
the National Housing Act: Provided , 
That nothing contained herein shall be 
construed to prevent the pledging of 
such loans as collateral security under 
a trust agreement, or otherwise, in 


connection with a bona fide loan 
transaction. 

(e) Transfer of insurance reserve. 
Insurance reserve of more than $5,000 
shall not be transferred to or from the 
reserve account of any Insured during 
any fiscal year (July 1 through June 30i 
without the prior approval of the Com¬ 
missioner. Except In cases involving 
the transfer of loans sold with recourse 
or under a guaranty, guarantee or re¬ 
purchase agreement, the reports re¬ 
quired by 9 201.10 shall be submitted, 
indicating the Intent of the parties with 
respect to the transfer of the Insurance 
reserve: and. unless the approval of the 
Commissioner Is obtained, the insurance 
reserve shall be transferred as follows 

<1) In cases involving the transfer of 
notes purchased without recourse, guar¬ 
anty. guarantee, or repurchase agree¬ 
ment. provided no installment payment 
is past due more than one calendar 
month at the time of purchase, reserve 
shall be transferred to the reserve of the 
purchasing institution, on the basis of 
10 percent of the actual purchase price 
or net unpaid original advance, which¬ 
ever Is the lesser. 

(2) In cases involving the transfer of 
notes purchased without recourse, guar¬ 
anty, guarantee, or repurchase, agree¬ 
ment, where one or more installment 
payments arc past due more than one 
calendar month at the time of purchase, 
the loans and reserves shall be trans¬ 
ferred on an earmarked basis. In the 
case of earmarked transfers all reserves 
accrued by reason of the loons trans¬ 
ferred shall be transferred, but such 
reserves shall be available only for pay¬ 
ment of claims on the loans transferred, 
and claims on such loans car* be paid 
only up to the amount of such earmarked 
reserves. 

(3) In cases Involving the transfer of 
notes sold with recourse or under a guar¬ 
anty. guarantee, or repurchase agree¬ 
ment. no insurance reserve will be trans¬ 
ferred and no reports will be required. 

(f) FHA recovery shall not affect re¬ 
serve. Amounts which may be salvaged 
by the Commissioner with respect to a 
loan in connection with which an insured 
has been reimbursed under its contract 
of Insurance shall not be added to the 
Insurance reserve remaining to the credit 
of such Insured. 

§201.13 Insurnncr charge. 

(a) Rate. The Insured shall pay to 
the Commissioner on loans made or re¬ 
financed on or after August 1, 1968, an 
insurance charge equal to fifty onc- 
hundredths (0.50) of 1 percent per 
annum of the net proceeds of any eligible 
loan reported and acknowledged for In¬ 
surance. In computing the insurance 
charge, no charge shall be made for the 
fractional period of a month of 14 days 
or less, and a chart'd for a full month 
shAll be made for the fractional period 
of a month of more than 14 days. 

(b) When payable—( 1) Loan reports 
acknowledged prior to May 1. 1970. 
Where the Commissioner acknowledges 
to the insured Institution, prior to May 1. 
1970, the receipt of a loan report, the 
insurance charge shall be paid as follows: 
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<1) If the loan has a maturity of 3 
years and 32 days or less, the charge for 
the entire term shall be paid within 25 
days after the Commissioner's acknowl¬ 
edgment of the loon report. 

01) If the loan has a maturity of more 
than 3 years and 32 days, the charge 
shall be paid in Installments. The first 
Installment, equal to the charge for 3 
years shall be paid within 25 days after 
the Commissioner's acknowledgment of 
the loan report. The second and suc¬ 
ceeding Installments, each equal to the 
charge for 1 year, shall be paid on the 
first and each succeeding anniversary of 
the first day of the month following the 
date of the note. 

(2) Loan reports acknowledged on or 
after May f. 1970. Where the Commis¬ 
sioner acknowledges to the Insured Insti¬ 
tution, on or after May 1, 1970, the re¬ 
ceipt of a loan report, the Insurance 
charge shall be paid as follows: 

(I) If the loan has a maturity of 25 
mouths or less, the charge for the entire 
term shall be paid within 25 days after 
the Commissioner's acknowledgment of 
the loan report. 

(II) If the loan has a maturity of more 
than 25 months, the Insurance charge 
shall be payable in Installments. The first 
installment shall be equal to the charge 
for 1 year and be paid within 25 days of 
the Commissioner's acknowledgement of 
the loan report. The second and suc¬ 
ceeding installments, each equal to the 
charge for 1 year, shall be paid on the 
first and each succeeding anniversary 
of the first day of the month following 
the date of the loan. 

(c) Notes transferred . Any adjust¬ 
ments of the Insurance charge already 
paid on any obligation transferred be¬ 
tween insureds 6 hall be made by the 
insureds, except that any unpaid install¬ 
ments of the insurance charge shall be 
paid by the purchasing Insured. 

(d) Refund or abatement. There 
shall be no refund or abatement of any 
portion or Installment of the insurance 
charge except: 

(1) The charge on a refinanced note 
may be credited with the unearned por¬ 
tion of the charge on the original note; 

(2) Insurance charges falling due 
after claim Is filed or the note Is prepaid 
In full; 

(3) The charge paid on a loan or por¬ 
tion thereof found to be Ineligible; but no 
refund shall be made unless a claim is 
denied by the Commissioner or the In¬ 
eligibility is reported by the Insured 
promptly upon discovery and an appli¬ 
cation for refund made. In no event 
shall chargee be refunded where the ap¬ 
plication for refund Is not made until 
after the loan Is paid in full. 

(e) When not chargeable to borrower. 
The insurance charge paid by the In¬ 
sured shall not be charged to the bor¬ 
rower if such charge would cause the 
total payments made by the borrower 
U> exceed the maximum permissible 
amount which may be charged to the 
borrower for Interest, discount, and all 
other charges in connection with the 
transaction. 
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§ 201.14 Administrative report* and ex¬ 
amination. 

The Commissioner, or his authorised 
representative, may at any time call upon 
an insured for such reports as he may 
deem to be necessary In connection with 
the regulations In this part, or may In¬ 
spect the books or accounts of the In¬ 
sured as they pertain to the loans re¬ 
ported for Insurance. 

§ 201.15 AmmdmcnU. 

The regulations In this part may be 
amended by the Commissioner at any 
time, but such amendment shall not ad¬ 
versely affect the Insurance privileges of 
an Insured with respect to any loan pre¬ 
viously made or In the process of being 
made. Unless otherwise provided, an 
amendment shall be applicable to any 
loan or the refinancing of any loan, when 
the loan or note Is made pursuant to an 
application dated on or after the effective 
date of such amendment. 

6 201.16 Effective date. 

The regulations In this part are effec¬ 
tive as to all loans made on and after 
October 1, 1954, except that I 201.11(c) 
(2) and 1201.11(e)(4) shah be effective 
as to all claims paid on and after Oc¬ 
tober 1. 1954. and ft 201.12(c) shall be 
effective as to all adjustments made after 
October 1,1954. 

Subpart B—Mobile Home Loons 
§ 201.501 Definition*. 

As used in the regulations In this part, 
the term— 

(a) -Act" means the National Hous¬ 
ing Act. 

(b) "Borrower" means a natural per¬ 
son who applies for and receives a loan 
for the purchase of a mobile home in 
reliance upon the provisions of the Act. 

(c) "Certificate of origin" means a 
document establishing that a mobile 
home is free and clear of all legal 
encumbrances. 

(d) "Commissioner" means the Fed¬ 
eral Housing Commissioner dr his duly 
authorized representative. 

(e) "Contract of Insurance" includes 
all of the provisions of the regulations 
in this subpart and the applicable pro¬ 
visions of the Act. 

(f) "Form" means a document which 
Is provided by or satisfactory to the 
Commissioner. 

(g) "Insured" means a financial insti¬ 
tution holding a contract of Insurance 
under title I of the Act. 

(h) "Loan" means an advance of 
funds or credit or the purchase of an 
obligation. 

(i) "Manufacturer's invoice" means a 
document which Is officially issued by the 
manufacturer stating the true wholesale 
price of a mobile home, its furnishings, 
equipment and accessories. The docu¬ 
ment shall be on a form which is in gen¬ 
eral use in the Industry. 

(J) "Mobile home" means a movable 
dwelling unit designed and constructed 
for permanent occupancy by a single 
family which dwelling unit contains per¬ 


24499 

manent eating, cooking, sleeping, and 
sanitary facilities. 

(k) "Obligation" means evidence of 
monetary Indebtedness. 

(l) "Owner" means a borrower who 
has at least a one-half Interest in the real 
property upon which the mobile home is 
placed, which Interest is a fee simple title 
and such title may be subject to a mort¬ 
gage. deed of trust or other lien securing 
a debt or where the borrower is a pur¬ 
chaser under a mutually binding re¬ 
corded contract for the purchase of the 
real property. Is rightfully in possession, 
and the purchase price Is payable In 
equal Installments. 

(m) "Principal residence" means that 
place where the borrower expects to live 
at least 9 months of the year. 

§ 201.505 Purpose of *ul>part. 

The provisions in this subpart contain 
the requirements under which an ap¬ 
proved financial institution may obtain 
Insurance of loans made for the purchase 
of mobile homes. 

Property and Structural Require - 
Kim 

g 201.510 New or ti»ed mobile home*. 

The loan shall be made only for fi¬ 
nancing the purchase of a mobile home 
which Is either new or used as follows: 

(a) New. A new mobile home, mean¬ 
ing a unit that has not been previously 
occupied at the time of purchase. 

(b) Used , A vised mobile home, mean¬ 
ing either a unit being sold by one who 
acquired such unit with financing pro¬ 
vided under this subpart; or a unit that 
the purchaser has been occupying pur¬ 
suant to a lease from a governmental 
agency, If such purchaser had been dis¬ 
placed from previous housing as a result 
of a disaster which the President has 
determined to be a major disaster. 

g 201.515 Borrower's use of mobile 
borne. 

The borrower shall establish, to the 
satisfaction of the Commissioner, that 
he is purchasing the mobile home for 
use and occupancy as his principal resi¬ 
dence. 

g 201.520 Structural design and stand, 
ards. 

(a) Basic requirements. The mobile 
home shall be designed and constructed 
so as to Insure adequate durability and 
livability. 

(b) ANSI criteria. The requirements 
of paragraph (a) of this section may be 
satisfied by compliance with the speci¬ 
fications in effect at the time the loan is 
made which are prescribed in mobile 
home standard No. A 119.1. as approved 
by the American National Standards 
Institute (formerly the United States of 
America Institute, Inc.), hereinafter re¬ 
ferred to as "ANSI". A certification shall 
be obtained from the manufacturer stat¬ 
ing that the mobile home was con¬ 
structed in accordance with the ANSI 
requirements. 

(c) Minimum size . The mobile home 
shall be at least 40 feet long and 10 
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feet wide, or shall consist of a module 
or modules having minimum floor space 
area of at least 400 square feet. 

§ 201.525 Mobile home location stnnd- 
arils. 

(a) In general. The mobile home shall 
be placed either in a mobile home park, 
approved by the Commissioner, or on 
a site owned by the borrower which 
meets certain requirements prescribed 
by the Commissioner. 

(b) Mobile home park. Where the mo¬ 
bile home Is to be placed on a mobile 
home park, approved by the Commis¬ 
sioner, the park shall meet such mini¬ 
mum standards and specifications relat¬ 
ing to sanitation, site or lot location, 
vehicular access, landscaping, and such 
other requirements conducive to an ade¬ 
quate environment as the Commissioner 
shall deem necessary. 

(c) Owner's site. Where the mobile 
home Is to be placed on a site owned by 
the borrower the following requirements 
shall be met: 

(1) In all instances, except where It 
is served by a central sewage and water 
facility subject to supervision and con¬ 
trol by a governmental authority, the 
site shall have a minimum size of not 
less than one-fourth acre. 

(2) The insured shall obtain from the 
borrower or the dealer a certification 
made by an authorized local official es¬ 
tablishing that the site has adequate 
sanitary facilities and is in conformance 
with applicable sanitary codes in the 
jurisdiction where the mobile home is to 
be located. 

(3) The insured shall obtain a cer¬ 
tification from the dealer and the bor¬ 
rower establishing that current zoning 
of the site does not preclude emplace¬ 
ment of a mobile home. 

Maximum Loan. Fees and Charges 
S 201.530 Maximum loan amount. 

(a) Basic limitation. The mobile home 
loan proceeds shall not exceed the lesser 
of $10,000 ($15,000 where the mobile 
home is composed of two or more mod¬ 
ules) or 115 percent of the total price for 
such home, as stated in the manufac¬ 
turer's invoice (115 percent of the whole¬ 
sale blue book price, If a previously 
financed used mobile home is involved). 
The charges and fees authorized in para¬ 
graph (b) of this section may be added 
to the loan, if the Inclusion of such items 
does not Increase the total loan proceeds 
to more than $10,000 ($15,000 where the 
mobile home Is composed of two or more 
modules). 

(b) Permissible charges and fees. The 
following charges and fees are 
authorized: 

(1) Filing or recording fees and 
charges. 

(2) Documentary stamp taxes. 

(3) State and local sales taxes. 

(4) Costs of comprehensive and ex¬ 
tended coverage Insurance and a ven¬ 
dor's single interest coverage. The term 
of the Initial policy shall not exceed 
5 years. 

(5) Costs of transportation or freight 
as shown on the invoice, not to exceed 
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$400 for a mobile home or where the 
mobile home consists of two or more 
modules. $600. 

(6) Itemized setup charges by the 
dealer for installing the mobile home on 
site, not to exceed $200 or where a mobile 
home consists of two or more modules. 
$400. 

§ 201.535 Borrower** minimum Invert- 
ment. 

The borrower shall make a minimum 
cash downpayment of at least 5 percent 
of the first $6,000 of the total cost of 
the mobile home as shown in the pur¬ 
chase contract f excluding permissible 
charges and fees provided for in 4 201.530 
(b>) plus 10 percent of any amount In 
excess of $6,000. 

§ 201.540 Financing charge**. 

<a) Annual percentage rate. The 
maximum permissible financing charge 
which may be paid or collected by the 
insured for interest discount and fees of 
all kinds in connection with the loan 
transaction expressed as an annual per¬ 
centage rate varies from 7.63 percent to 
10,57 percent depending upon the 
amount and term of the loan. 

(b) Maximum discount. Charges for 
individual loans shall be made In ac¬ 
cordance with tables of calculations 
issued by the Commissioner based upon 
the following requirements: 

(1) On amounts not In excess of 
$2,500, a charge equivalent to $5.50 dis¬ 
count per $100 of the original face 
amount of a 1 year note payable In equal 
Installments. 

(2) On amounts In excess of $2,500. a 
charge equivalent to $4.50 discount per 
$100 of the original face amount of a 1 
year note payable In equal Installments. 

<c> Prepayment rebate. If an obliga¬ 
tion Is paid in full prior to maturity, the 
Insured shall rebate the full unearned 
charge, where such rebate Is $1 or more. 
Where the law of the jurisdiction per¬ 
mits an acquisition or minimum retained 
charge, such charge may be deducted 
from the rebate. 

Eligible Borrowers 
§201.545 Credit requirements. 

(a) Credit application. The insured 
shall obtain a dated credit application 
form executed by the borrower. The 
loan file shall contain either a commer¬ 
cial credit report obtained by the insured 
on the borrower, or evidence that the In¬ 
sured has made an adequate investiga¬ 
tion of the borrower's credit. 

(b) Borrower's credit. The credit in¬ 
formation relied upon by the insured 
shall, in its judgment, clearly show the 
borrower to be solvent with reasonable 
ability to pay the obligation and. in all 
other respects, a reasonable credit risk. 

(c) Effect of misstatements. If after 
the loan has been made, in good faith, the 
insured discovers any material misstate¬ 
ments or misuse of the proceeds of the 
loan by the borrower, dealer, or others, 
he shall promptly report such discovery 
to the Commissioner. Any such discovery, 
however, shall not alTect the Commis¬ 
sioner's insurance, provided that the 


validity of the lien on the mobile home 
has not been impaired. 

§201.550 Limitation on oulrtantltTtg 
loan* for frame borrower. 

(a) Outstanding mobile home loan. If 
the borrower is already obligated under 
a loan for the purchase of a mobile home 
financed under this subpart, the insured 
shall determine that such loan has or will 
be paid in full prior to disbursal of the 
proceeds of an additional mobile home 
loan. This requirement may be waived by 
the Commissioner, if the loan would oth¬ 
erwise be eligible. 

(b) Outstanding Federal obligations. 
The proceeds of a loan shall not be dis¬ 
bursed if the insured has knowledge that 
the borrower Is past due more than 15 
days as to either principal or Interest 
with respect to an obligation owing to, 
or Insured by. any department or agency 
of the Federal Government. This re¬ 
quirement may be waived by the Com¬ 
missioner, If the borrower Is in default 
under an obligation by reason of his be¬ 
ing in the military service. 

Loan Requirements 
§201.555 Payment proviaiofin. 

The loon shall be payable In one of 
the following ways: 

(a) In equal installments falling due 
monthly, or every 2 weeks. The first pay. 
ment shall be due no later than 2 months 
from the date of the loan. The loan may 
provide for a first or final payment in 
an amount other than the amount of the 
regular installment. In such instance, 
the first or final installment shall not be 
less than one-half nor more than one 
and one-half times the amount of the 
regular installment. 

(b) In equal installments at Intervals 
corresponding with the borrower's flow 
of income. In such cases, the obligation 
may provide for installments payable 
quarterly, semiannually or annually, 
with the first payment to be made no 
later than 1 year from the date of the 
obligation and subsequent payments to 
be made at least once a year. 

§ 201.560 Maturity prmUioit*. 

The obligation shall have a term of not 
less than 1 year or more than 12 years 
and 32 days from the date it is made, ex¬ 
cept that an obligation for a mobile 
home composed of two or more modules 
shall have a term of not more than 15 
years and 32 days. 

§ 201.563 Default provUion. 

The obligation shall contain n provi¬ 
sion for acceleration of maturity, at the 
option of the holder, upon default in the 
payment of any installment upon the 
due date thereof, or failure to make the 
payments of rent, taxes, or other charges 
Incurred In connection with the lot or 
site where the mobile home is emplac d. 

§201.570 Late charge*. 

The obligation may provide for a late 
charge not to exceed 5 cents per $1 of 
each Installment more than 10 days in 
arrears. No late charge in excess of $750 
may be made on any past due install¬ 
ment. Any late charge collected from the 
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borrower as a penalty shall be so billed 
and evidence of such billing must be in 
the loan file if claim therefor is made 
under the Contract of Insurance. 

§ 201.575 Validity nnd enforceability of 
loan. 

The obligation shall be valid and en¬ 
forceable against the borrower and be 
complete and regular on its face. The 
su:natures of all parties on the docu¬ 
ment evidencing the loan obligation 
must be genuine. The obligation shall be 
secured by a properly recorded financing 
statement and security agreement or 
other security Instrument which creates 
a first lien against the mobile home and 
its furnishings, equipment, and acces¬ 
sories. 

§201.580 Provision concerning past 
due loans. 

A loan shall not be purchased if any 
installment thereon is past due more 
than 15 days at the date of purchase, 
except purchases of loans from other in¬ 
sured lending institutions which loans 
have been previously reported for 
insurance. 

§201.585 Refinancing. 

A new obligation entered into for the 
purpose of liquidating a loan previously 
reported for insurance may be Insured, 
if such new loan meets the requirements 
of this subpart and if the term of the 
new loan does not exceed 12 years and 
32 days or 17 years from the date of the 
original loon. The full amount of any 
unearned financing charge on the origi¬ 
nal obligation shall be refunded to the 
borrower. The borrower may be assessed 
a handling charge of not more than $25 
In connection with the refinancing. 

Dealer and Direct Loans 
§ 201.590 Type* of loan tranftaction*. 

The transaction may Involve a dealer 
loan where the dealer has been approved 
by and makes the loan arrangements 
with the insured or It may involve a di¬ 
rect loan obtained by the borrower 
directly from the insured. 

§ 201.595 Dealer investigation, approval 
and control. 

Where the loan involves a dealer, the 
insured shall comply with the following 

requirements: 

(a) Requisites of approved dealer. The 
insured shall approve as dealer an ap¬ 
plicant who the insured considers to be 
reliable, financially responsible, and 
Qualified to satisfactorily install the 
mobile home and able to provide the bor¬ 
rower with proper services in connection 
with the warranties covering such home. 
This approval shall be evidenced by an 
executed application form, together with 
a financial statement certified by a 
licensed public accountant. The applica¬ 
tion shall be dated and signed by the 
dealer and shall contain the signature 
of the Insured signifying approval of the 
dealer. 

f b) Financial statement required. The 
insured shall obtain a financial state¬ 
ment at the dealer, certified by a licensed 
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public accountant, not less than once 
every 12 months. If no loans have been 
purchased, prior to the date of such 
financial statement, the insured shall 
approve the dealer as provided in para¬ 
graph (a) of this section. 

<c) Contents of file and records. The 
Insured shall maintain a file on each 
dealer which shall contain information 
as follows: 

(1) The dealer application as ap¬ 
proved by the insured. 

<2) Financial statements, credit re¬ 
ports and any other Information ob¬ 
tained to support the dealer application. 

(3) Records of inspection of the 
dealer’s place of business. 

(4) Any memoranda relating to the 
insured's experience wtih loans origi¬ 
nated by the dealer. 

(d) Reserve account and guarantees. 
Reserve accounts to cover losses on loans 
reported to the Commissioner for Insur¬ 
ance are prohibited. The insured may 
require a dealer or other person to en¬ 
dorse or guarantee payment of loan obli¬ 
gations so long as no reserve account is 
Involved, and any such undertaking 
must cover the full amount due on the 
obligation. The provisions of this para¬ 
graph shall not apply to agreements be¬ 
tween insured lenders covering the trans¬ 
fer of loans already reported for insur¬ 
ance. 

§ 201.600 Procedure* on direct loans. 

Where the borrower applies for a loan, 
not through a dealer, but directly to the 
insured, the provisions of $ 201.595 shall 
not apply. In such Instance, the insured, 
the borrower and the seller shall comply 
with all other requirements of this sub¬ 
part, and the proceeds check shall be 
drawn jointly to the order of the bor¬ 
rower and the seller of the mobile home. 

§201.605 Placement certificate. 

(a) Prior to the disbursement of the 
loan proceeds, the insured shall obtain 
a placement certificate form signed by 
the borrower and the dealer or seller 
establishing that: 

(1) The mobile home has been placed 
on a site meeting the requirements of 
S 201.525. 

(2) That the borrower has neither 
been paid nor offered, as inducement for 
the consummation of the transaction, 
any cash payment or rebate, nor has it 
been represented to the borrower that 
he will receive a cash bonus or commis¬ 
sion on future sales. 

(b) If the insured has information to 
the contrary with regard to the state¬ 
ments in the placement certificate, he 
shall not disburse the loan proceeds. In 
the absence of such contrary informa¬ 
tion, he may disburse the loan proceeds 
in reliance on the statements contained 
In the placement certificate. 

§ 201.610 Advance notice of difbune* 
men I. 

The insured shall mail to the bor¬ 
rower the written advance notice form 
of the insured's intention to disburse 
the proceeds of the loan. Such notice 
shall be mailed not less than 6 calendar 
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days prior to actual disbursement. A 
record of such notice show*ing the date 
of mailing to the borrower shall be 
retained in the insured's loan file. 

§ 201.615 Precautionary mrasurc*. 

If the insured has not approved the 
dealer or has reason to withdraw the 
approval of a dealer, that has previously 
been approved under § 201.595 or § 201.8. 
the proceeds of a loan to such dealer shall 
not be disbursed until: 

(a) The insured has verified all state¬ 
ments contained on the borrower's credit 
application. 

(b) The borrower and dealer have 
each signed the placement certificate in 
the presence of the insured. 

(c) The insured has inspected the 
site and the Installation. 

(d) The insured has signed a state- 
ment to the effect that the above re¬ 
quirements were met prior to releasing 
the proceeds of the loan. This statement 
of compliance shall accompany each loon 
report. 

§ 201.620 Pcrwona ineligible for pnrtici- 
palion. 

No loan shall be made or disbursed 
where the Insured has knowledge that 
any person participating in the trans¬ 
action as dealer, salesman, borrower, or 
In any other capacity, has been barred 
from participation, pursuant to fi 200.190 
et seq. of this chapter, in either of the 
programs provided for in Subparts A and 
B of tlds part. 

Insurance Charce Requirements 
§ 201.625 Kate of insurance charge. 

The insured shall pay to the Commis¬ 
sioner an insurance charge equal to 
fifty one-hundredths (0.50) of 1 percent 
per annum of the net proceeds of any 
eligible loan reported and acknowledged 
for insurance. In computing the insur¬ 
ance charge, no charge shall be made for 
a period of 14 days or less, and a charge 
for a month shall be made for a period 
of more than 14 days. 

§ 201.630 When insurance charge pay¬ 
able. 

(a) Single payment. On loans having 
a maturity of 25 months or less, the In¬ 
surance charge for the entire term of 
the loan shall be paid within 25 days 
after the date the Commissioner ac¬ 
knowledges to the insured institution 
the receipt of the report of the loan. 

(b) Installment payments. On loans 
having a maturity in excess of 25 months, 
the insurance charge shall be paid in 
installments. The first installment shall 
be equal to the charge for 1 year and be 
paid within 25 days of the Commission¬ 
er's acknowledgment of the loan report. 
The second and succeeding Installments, 
each equal to the charge for 1 year, shall 
be paid on the first and each succeeding 
anniversary of the first day of the month 
following the date of the loan. 

§ 201.635 In«uranre charge adju*tmenl 9 
on transfer*. 

Where there is a transfer of obliga¬ 
tions between Insured lenders and the in¬ 
surance charge on such obligations has 
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already been paid, any adjustments, of 
such charge shall be made by the lenders 
involved, except that any unpaid install¬ 
ments of the insurance charge shall be 
paid by the purchasing lender. 

§ 201.640 Refund or abatement of in¬ 
surance charge. 

An insured shall be entitled to a refund 
or abatement of insurance charges only 
in the following instances: 

(a) Where the obligation has been re¬ 
financed. the unearned portion of the 
charge on the original obligation shall be 
credited to the charge on the refinanced 
loan. 

(b) Where the obligation is prepaid in 
full or an insurance claim is filed, charges 
falling due after such prepayment or 
claim shall be abated. 

(c) Where a loan (or a portion 
thereof) is found to be ineligible for in¬ 
surance, charges paid on the ineligible 
portion shall be refunded. Such refund 
shall be made, however, only if a claim 
Is denied by the Commissioner or the in¬ 
eligibility is reported by the Insured 
promptly upon discovery. In no event 
shall a charge be refunded on the basis 
of loan Ineligibility where the applica¬ 
tion for refund Is made after the loan 
has been paid in full. 

§ 201.615 Limit on charge to borrower. 

The insurance charge paid by the in¬ 
sured shall not be passed on to the bor¬ 
rower, if such action would cause the 
total payments for which the borrower 
Is liable to exceed the maximum permis¬ 
sible amount which may be collected 
from him for interest, discount, and all 
other charges In connection with the 
transaction. 

Loan Reporting and Servicing 

8 201.650 Report of Ioann. 

(a) Date of reports. A loan report on 
the prescribed form shall be transmitted 
to the Federal Housing Administration 
at Washington. D.C., within 31 days from 
the following dates: 

(1) In the case of an original loan, 
the date of the loan or the date upon 
which It was purchased by the Insured. 

(2) In the case of a refinancing, the 
date of the refinancing loan. 

(3) In the case of a transfer of the 
loan to another insmeo lender, the date 
of the transfer. 

(b) Late reports . If the loan Is cur¬ 
rent, the Commissioner may in his dis¬ 
cretion. accept a late report on a loan 
where the insured certifies that the obli¬ 
gation is not in default. 

(c) Transfer of loan between insured 
lenders. Ail of the provisions of 1 201.12 

(d) governing the transfer of loans be¬ 
tween Insured lenders shall apply to loans 
insured under this Subpart B. 

g 201.655 Servicing and collection. 

The insured shall service loans in ac¬ 
cordance with accepted practices of 
prudent lending institutions. The in¬ 
sured shall have adequate facilities for 
contacting the borrower In the event of 
default and shall otherwise exercise dili¬ 
gence in collecting the amount due. The 
insured shall remain responsible to the 
Commissioner for proper collection ef¬ 
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forts, even though the actual servicing 
and collection may be performed by an 
agent of such Insured. 

§201.660 Administrative reports and 
examinations. 

The Commissioner may at any time 
call upon an Insured for such reports as 
the Commissioner may deem to be neces¬ 
sary in connection with the regulations 
In this subpart. The Commissioner may 
Inspect the books or accounts of the in¬ 
sured as they pertain to the loans re¬ 
ported for Insurance. 

Claims 

§ 201.665 Claim application. 

(a) How to flic. Claim for reimburse¬ 
ment for loss on any eligible loan shall 
be made on a form provided by the Com¬ 
missioner and executed by a qualified 
officer of the insured. The claim shall be 
accompanied by the insured's complete 
file pertaining to the transaction. Where 
the Insured Is required by law to keep an 
original document In his possession, a 
copy of the original document shall be 
acceptable. 

(b) When to file . Claim shall not be 
filed by the insured until after default, 
repossession, and sale of the mobile 
home. Such claim shall be filed no later 
than 9 months and 31 days after the 
due date of the earliest fully unpaid in¬ 
stallment provided for In the obligation, 
unless an extension Is requested and 
approved by the Commissioner. 

g 201.670 Assignment of wrority. 

If a deficiency judgment or other se¬ 
curity has been obtained, it shall be 
assigned to the United States of America, 
on a form recordable in the Jurisdiction 
in which the judgment or other security 
was taken. 

§ 201.675 Intnmnre reserve. 

All of the provisions of ft 201.12 with 
respect to the maintenance for each in¬ 
sured lender of a general insurance re¬ 
serve shall apply with respect to loans 
reported for insurance under subparts 
A and B. The aggregate amount of loans 
advanced by an insured lender, for the 
purposes of determining its general In¬ 
surance reserve, shall Include loans re¬ 
ported for Insurance under both sub- 
parts A and B of this part. 

8 201.680 Amount of rlaim. 

An insured may be reimbursed for 
losses on loans made in accordance with 
the regulations under this subpart, up to 
the amount of Us general insurance re¬ 
serve. The amount of the reimbursement 
is determined by following the compu¬ 
tation steps prescribed in paragraphs 
(a), (b) and (c> of this section: 

(a) Deduct from the unpaid amount 
of the obligation (net unpaid principal 
and the earned portion of the financing 
charge, at the time of default) the actual 
sales price obtained for the mobile home 
following its repossession, or the ap¬ 
praised value of the mobile home, which¬ 
ever amount is the greater. The determi¬ 
nation of appraised value (for the pur¬ 
poses of this paragraph) shall be made 
by the Commissioner, at his option, on 
the basis of either the value listed in 


a current accepted M blue or red book" 
value rating publication (establishing 
wholesale values for comparable mobile 
homes In the geographic rating area) 
or on the basis of an actual appraisal of 
the mobile home. The Commissioner s 
determination of appraised value ahn!l 
be binding on the insured for the pur¬ 
poses of establishing its loss. 

(b) Add to 90 percent of the amount 
determined under paragraph (a) of this 
section 90 percent of the interest at 7 
percent per annum on the amount de¬ 
termined under paragraph (a) of this 
section, computed from the date of 
default: 

(1) To either the date of the claim ap¬ 
plication or for a period of 9 months and 
31 days following such default date, 
whichever period of time is the lesser or, 

(2) To the date of certification of the 
claim for payment In a case where on 
otherw ise eligible claim 1ms been held in 
suspense by the Commissioner pending 
a determination of the eligibility for in¬ 
surance of other claims or loans, or by 
an investigation of the insured’s loan 
or claim activities. 

(c) Add to the amount obtained under 
paragraph (b) of this section the follow¬ 
ing allowances for expenditures made by 
the Insured: 

(1) The costs of repossessing and re¬ 
furbishing the mobile home, not to ex¬ 
ceed $500. 

(2) Attorney’s fees, not to exceed $100. 

(3) Uncollected court costs including 
fees paid for issuing, serving and filing 
summons. 

(4) A sales commission to the dealer 
for the resale of the repossessed mobile 
home, not to exceed 3 percent of the 
sales price. 

Amendments 

g 201.900 Amendment and effect. 

The regulations in this part may be 
amended by the Commissioner at any 
time, but such amendment shall not ad¬ 
versely affect the insurance privileges 
of an insured with respect to any loan 
previously made or in the process of 
being made. Unless otherwise provided, 
an amendment shall be applicable to any 
loan or the refinancing of any loan, when 
the loan is made pursuant to an appli¬ 
cation dated on or after the effective date 
of such amendment. 

PART 202—CLASS 3 PROPERTY 
IMPROVEMENT LOANS 

Bee. 

302.1 Definition*. 

302a Eligible bor r ow er *. 

302.4 Eligible Improvement*. 

302.5 Credit*. 

202.8 Eligible Interest bearing Ioann. 

203.7 Eligible discount loan*. 

302.8 Loan procedure. 

202g Refinancing. 

302.10 Claim*. 

302.11 Insurance charge. 

202.12 Insurance reserve. 

303.IS Administrative reports and exami¬ 
nation. 

Arrnoamr: The provision* of this Part 
202 issued under sec. 2, 48 8t*t. 1240, as 
amended; 12 Ufi.O. 1703. 

8 202.1 Definition*. 

As used in the regulations in this part: 
(a) "Act” means the National Housing 
Act. as amended. 


FEDERAL REGISTER, VOl. 36, NO. 246—WEDNESDAY, DECEMSER 22, 1971 







(b) "Administration*’ means the Fed¬ 
eral Housing Administration. 

<c) ‘’Commissioner” means the Fed¬ 
eral Housing Commission or hla duly 
authorized representative. 

(d) "Contract of insurance” includes 
all of the provisions of the regulations in 
this part and of the applicable provisions 
of the act. 

(e> “Insured” means any financial in¬ 
stitution holding a Contract of Insur¬ 
ance under Title I of the act. 

<f) “Loan” and “Class 3 loan” mean 
any loan made under the regulations in 
this part for the purpose of financing 
the construction of a new structure to 
be used in whole or in part for residential 
purposes. 

<g) “Borrower” means one who is an 
eligible owner or lessee of real property 
upon which a new structure is to be or 
has been constructed pursuant to the 
provisions of the act and the regulations 
In this part and who applies for and re¬ 
ceives an advance of credit in relianoe 
upon the provisions of the act and the 
regulations in this part. 

<h) “Installment payment” includes 
that deposit to an account or fund which 
represents the partial repayment of a 
loan. 

(I) ’’Mortgage” includes a note. bond, 
deed of trust, or other evidence of in¬ 
debtedness or security instrument taken 
Ir connection with a Class 3 loan. 

(J) “Class 3 structure” means a struc¬ 
ture, the construction of which is 
financed with the proceeds of an eligible 
Class 3 loan. 

(k> “Discount loan” means a loan 
made on a discount, gross charge, or 
non-interest-bearing basis. 

il) “Interest-bearing loan” means a 
loan represented by a note payable in 
monthly Installments bearing simple in¬ 
terest on the principal outstanding from 
time to time. 

S 202.3 Eligible borrowers. 

A borrower, in order to be eligible for 
a Class 3 loan: 

fa) Eligible owners or lessees. Shall 
be <1) tire fee simple owner of unen¬ 
cumbered land upon which the new 
structure is to be built or (2) the lessee 
of such unencumbered land under a 
lease from the United States Govern¬ 
ment for a term of at least 6 months 
beyond the maturity of the loan or (3) 
the lessee of such unencumbered land 
under a lease for 99 years which is re¬ 
newable or under a lease which has 50 
years to run irom the date the mortgage 
la executed. If the borrower is a lessee 
the provisions of the lease shall be sub¬ 
mitted to and approved by the Commis¬ 
sioner. Any lease other than a lease 
from the United States Government 
must provide for an annual rental not 
In excess of 5 percent of the valuation 
Placed upon the unimproved land by 
the insured and shall contain a provi¬ 
sion which will entitle the lessee to ob¬ 
tain a fee simple title to such land upon 
Payment at any time after 1 month's 
written notice of a sum not in excess of 
the appraised valuation placed upon 
juch land at the time the loan is made, 
if the parties so desire the lease may 
provide for the deferment of such right 
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to obtain the fe^ simple title for a period 
not to exceed 5 years from the date of 
the mortgage: but in any event the lease 
must contain a provision giving the 
Federal Housing Commissioner the op¬ 
tion to purchase the fee simple title 
upon 50 days' written notice tQ the 
lessor in the event the Commissioner 
acquires the Interest of the lessee pur¬ 
suant to the provisions of the regula¬ 
tions in this part. 

<b) Borrowers equity. Shall establish 
to the satisfaction of the Insured by 
certification on the credit application 
provided or in $ 202.5 that after the 
mortgage, deed of trust, or similar in¬ 
strument has been recorded, the property 
will be free and clear of all liens other 
than such mortgage, deed of trust, or 
similar instrument, except taxes and 
ground rents not due and payable and 
special assessments not in arrears, and 
that in addition to the loan he has an 
investment in the property in cash, in 
land, or an Interest in the land in an 
amount equal to 5 percent of the ap¬ 
praised value of the completed property 
as determined under 9 202.8(b). 

g 202.4 Eligible improvement*. 

(а) Purpose. A loan must be for the 
purpose of financing the construction of 
a Class 3 structure and appurtenances 
thereto located within the United 8tates, 
its territories and possessions, and which 
Is commenced on or after August 19. 
1947, in reliance upon the credit facilities 
afforded by Title I of the National Hous¬ 
ing Act, as amended, and which con¬ 
forms to the following requirements 
relating to the land and improvements 
thereon: 

(1) The development and use of land 
shall not violate any zoning or deed re¬ 
strictions applicable to the project site 
and must comply with all applicable 
building regulations. 

(2) The land shall comprise a single 
plot of not leas than 4,000 square feet. 

<3) Vehicular access to the property 
shall be provided by a public street or 
way or private means protected by a 
permanent easement. 

(4) Grading or drainage shall divert 
water away from buildings and off the 
site. 

(5) The structure shall be limited in 
design to single-family occupancy. 

(б) The structure shall have a living 
room which may contain space for cook¬ 
ing and dining, and at least one separate 
room designed for sleeping purposes. 
The total floor area shall not be less than 
360 square feet. 

(7) All rooms, Including bathrooms, 
if any, shall be provided with one or more 
windows to permit adequate natural 
light and ventilation. 

(8) Where winter house heating by 
means other than electricity is the es¬ 
tablished custom, a safe means of dis¬ 
posing of the products of combustion to 
the outside air shall be provided. 

(9) Each single-family unit shall be 
provided with an on-site supply of safe 
and palatable water. Where public or 
community water service is available to 
the subject property, it shall be con¬ 
nected with the structure and with the 
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fixtures required in subparagraph (12) 
of tills paragraph. 

(10) Each single-family unit shall be 
provided with a sanitary means of sew¬ 
age disposal. Where public or commu¬ 
nity sewerage Is available to the prop¬ 
erty, connection shall be made thereto 
and to the fixtures required in subpara¬ 
graph (12) of this paragraph. 

(11) Where individual water supply 
and sewerage systems are used, the in¬ 
stallations shall conform with local sani¬ 
tary regulations for such Individual 
systems. Where on-site well or cistern 
supply equipped with a pump and an on¬ 
site sanitary pit privy are used, when 
this conforms with the established cus¬ 
tom of the neighborhood, the Installation 
shall comply with the recommendations 
of the local department of health or in 
the absence of such recommendations 
with the United States Public Health 
Service publications “Rural Water Sup¬ 
ply Sanitation” or “Individual Sewage 
Disposal Systems.” Evidence of compli¬ 
ance shall be secured from the health au¬ 
thority having jurisdiction and the in¬ 
sured may rely upon such evidence as 
establishing compliance with this sub- 
paragraph. 

(12) Where connection with a public 
or community water and sewage disposal 
system is made as required in subpara¬ 
graphs (9) and (10) of this paragraph, 
a kitchen sink and bathroom with bath¬ 
tub or shower, water closet and lavatory 
shall be provided. This requirement also 
applies when an Individual water-car¬ 
riage sewage disposal system is installed 
on the property. When disposal is by 
sanitary pit privy, the water closet and 
lavatory may be omitted and the other 
fixtures shall be connected with a dry 
wrell. When water is provided by a well 
or cistern supply and a privy is used, all 
bathroom fixtures may be omitted. 

(13) Where electricity Is available, 
connection shall be made thereto. 

(14) In the case of a loan which is 
for the purpose of financing the build¬ 
ing of a Class 3 structure for sale or for 
rent, the borrower shall certify to the 
insured that the footings, foundations, 
columns, and structural elements of load 
bearing sections of the structure, in¬ 
cluding exterior walls, interior parti¬ 
tions. floors, ceilings, roofs and. when 
Included, heating, plumbing and elec¬ 
trical installations comply with the Fed¬ 
eral Housing Administration minimum 
construction requirements contained in 
the “Minimum Property Requirements 
for Properties of One or Two Living 
Units” for the area in which the prop¬ 
erty Is located. 

(15) The above conditions may be var¬ 
ied under special circumstances and In 
certain areas upon prior approval of the 
Commissioner. 

<b) Unfinished structures . The pro¬ 
ceeds of a loan shall not be used to fi¬ 
nance the cost of completing an unfin¬ 
ished structure, unless the unfinished 
structure was begun under a Class 3 
loan, in which case the total of all such 
loans shall not exceed $4,590. 

(c) Architectural services . The pro¬ 
ceeds of a loan may be used to pay for 
architectural and engineering services 
and builders' profit in connection with 
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the building of new structures financed 
in accordance with the regulations In 
this part. 

(d) Refinancing existing obligations 
prohibited. The proceeds of a loan shall 
not be used for the purpose of refinanc¬ 
ing existing obligations not previously 
made or reported for insurance pursuant 
to the regulations In this part, 

g 202.5 Credits 

(a) Credit application. Prior to mak¬ 
ing a loan the Insured shall obtain a 
dated credit application executed by the 
borrower on a form approved by the 
Commissioner. A separate credit appli¬ 
cation is required for each loan made or 
mortgage purchased. 

(b) Credit investigation. The credit 
application, supplemented by such other 
information as the insured deems neces¬ 
sary, must, in the judgment of the in¬ 
sured. clearly show the borrower to be 
solvent, with reasonable ability to pay 
the obligation and in other respects a 
reasonable credit risk. If. after the loan 
is made, an insured who acted in good 
faith discovers any material misstate¬ 
ments or misuse of the proceeds of the 
loan by the borrower, dealers, or others, 
the eligibility of the mortgage for insur¬ 
ance will not be affected. However, the 
Insured shall promptly report such dis¬ 
covery to the Commissioner. 

(c) Reliance on credit application. 
An insured acting In good faith may. In 
the absence of information to the con¬ 
trary. rely upon all statements of fact 
made by the borrower which are called 
for by the borrower's credit application. 

(d) Outstanding FtJA and direct Fed¬ 
eral obligations. The proceeds of a loan 
shall not be disbursed If the insured has 
knowledge that the borrower Is past due 
more than 15 days as to either principal 
or Interest with respect to an obligation 
owing to. or insured by. any department 
or agency of the Federal Government: 
Provided. That nothing contained herein 
shall prevent the making of a loan 
otherwise eligibile, even though the bor¬ 
rower Is in default under such an obliga¬ 
tion by reason of his military service and 
the approval of the Commissioner Is 
obtained. 

<e) Past due Title / mortgages at time 
of purchase . A mortgage shall not be 
purchased when any installment thereon 
is past due more than 15 days at the date 
of purchase except purchases of mort¬ 
gages under the provisions of 9 202.12. 

(f) Collections. The Insured Is re¬ 
quired to service loans in accordance 
with acceptable practices of prudent 
lending institutions. In the event of de¬ 
fault. the Insured should have adequate 
facilities for contacting the borrower 
and otherwise exercise diligence In col¬ 
lecting the amount due. The Insured is 
responsible to the Commissioner for 
proper collection efforts even though 
actual collection may be performed by 
an agent. 

g 202.6 Eligible Intercut bearing loan*. 

(a) Mortgage provisions. In order to 
be eligible for insurance a loan shall be 
secured by collateral security in the form 
of a duly recorded first mortgage, first 
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deed of trust, or similar instrument 
which constitutes a first lien upon a fee 
simple or leasehold Interest in the land 
and buildings, appurtenances, and Im¬ 
provements thereon and which: 

(1) Is in a form approved by the Com¬ 
missioner for use in the Jurisdiction in 
which the property covered by the mort¬ 
gage, deed of trust, or similar instrument 
is situated and involves a principal 
amount not in excess of $4,500. 

(2) Shall provide for interest at such 
rate as may be agreed upon between the 
borrower and the insured but In no case 
shall such interest be in excess of 4% 
percent per annum on the outstanding 
principal. Interest and principal shall 
be payable in monthly Installments (or 
other periodic installments as provided 
in subparagraph (11) of this paragraph. 
In the event Interest Is payable in In¬ 
stallments corresponding to the Income 
periods shown on the cerdlt application, 
such interest payments may be required 
In advance for each Installment period,) 

(3) May provide for payments by the 
borrower to the insured on each install¬ 
ment payment date of an amount equal 
to the annual insurance charge payable 
by the Insured to the Commissioner, di¬ 
vided by the number of Installment pay¬ 
ment dates to elapse prior to the date 
such charge Is due and payable to the 
Commissi oner. 

(4) Shall provide for such equal pay¬ 
ments by the borrower to the Insured 
on each installment payment date as will 
amortize the ground rents, if any, and 
the estimated amount of all taxes, spe¬ 
cial asessments, if any, and fire and 
other hazard Insurance premiums, with¬ 
in a period ending 1 month prior to 
the date on which same became delin¬ 
quent. Such payments shall be held by 
the Insured In a manner satisfactory to 
the Commissioner for the purpose of 
paying such ground rents, taxes, assess¬ 
ments. and insurance premiums before 
the same become delinquent for the ben¬ 
efit and account of the borrower. The 
mortgage shall also make provision for 
adjustments in case the estimated 
amount of such taxes, assessments, and 
insurance premiums should prove to be 
more or less than the actual amount 
thereof so paid by the Insured. 

(5) Shall contain a privilege of pre¬ 
payment in full or in amounts equal to 
one or more Installment payments on the 
principal that are next due on the mort¬ 
gage at any interest payment date upon 
30 days* prior notice and without pre¬ 
mium or penalty. 

(6) Shall provide that all Installment 
payments to be made by the borrower to 
the Insured shall be added together and 
the aggregate amount thereof shall be 
applied to the following Items In the 
order set forth: 

(i) Insurance charges due the Federal 
Housing Commissioner. 

(11) Ground rents, taxes, special as¬ 
sessments. and fire and other hazard 
insurance premiums. 

(ill) Interest on the loan. 

(lv) Amortization of the principal of 
the loan, 

(7) May provide for a late charge to 
be paid by the borrower, not to exceed 


2 cents for each dollar for each Install¬ 
ment payment more than 15 days in 
arrears. No late charge may be accrued 
In excess of $5.00. The borrower must 
be billed for the penalties collected as 
such, and evidence of such billings must 
be in the file if claim is made under the 
contract of Insurance. 

(8) Shall contain a provision for ac¬ 
celeration of maturity at the option of 
the holder In the event of default. 

(9) Shall not have a final maturity In 
excess of 20 years and 5 calendar months. 

(10) Shall provide for not more than 
240 monthly payments which shall fail 
due on the first day of a month and 
unless the approval of the Commissioner 
Is obtained, the first such payment shall 
fall due not less than 6 days nor more 
than 6 calendar months from the date of 
the mortgage, except .as provided in sub¬ 
paragraph (11) of this paragraph. 

(11) In instances in which the credit 
application of the borrower Indicates 
that not less than 51 percent of the in¬ 
come of the borrower is derived directly 
from the sale of agricultural crops, com¬ 
modities or livestock produced by him. 
the mortgage may provide, in lieu of 
monthly installments, for substantially 
equal Installment payments correspond¬ 
ing to the income periods shown on the 
credit application: Provided, however. 
That the first payment must be within 
12 months of the date of the mortgage 
and that at least one payment must be 
made during each calendar year there¬ 
after. 

(b) Borrowers’ payments. The bor¬ 
rower must pay to the insured, upon the 
execution of the mortgage, a sum that 
will be sufficient to pay premiums on fire 
and other Insurance required by the 
Insured pursuant to the terms of the 
mortgage, and ground rents. If any esti¬ 
mated taxes, special assessments, drain¬ 
age. and irrigation charges applicable to 
the period beginning on the date to 
which such ground rents, taxes, assess¬ 
ments. and charges were last paid and 
ending on the date of the first periodic 
payment under the mortgage. The bor¬ 
rower, at such time, may also be required 
to pay a sum equal to the first annual 
insurance charge plus an amount equal 
to one-twelfth of the annual insurance 
charge multiplied by the number of 
months to elapse from tire date of the 
closing of the loan to the date of the first 
periodic payment, and if the mortgage 
provides for payment of interest in ad¬ 
vance, Interest to the due date of the 
first periodic payment thereunder. The 
Insured may charge the borrower any 
fees paid to the Administration and on 
initial service charge In an amount suf¬ 
ficient to reimburse the insured for the 
cost of closing the transaction, including 
appraisal and construction Inspection 
fees but In no case shall the amount of 
6uch service charge be in excess of 2 per¬ 
cent of the original principal amount of 
the loan. 

(c) Recording fees and title costs. In 
addition to the charges hereinbefore 
mentioned the insured may collect from 
the borrower only recording fees and 
such costs of title search as are custom¬ 
ary in the community. 
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§ 202.7 Eligible dUcount loan*. 

(a) A “discount’' loan shall be secured 
by collateral security in the form of a 
duly recorded first mortgage, first deed of 
trust or other similar instrument, which 
is approved as to form by the Commis¬ 
sioner and which constitutes a first Hen 
upon a fee simple or leasehold interest 
in the land and buildings, appurte¬ 
nances. and Improvements thereon and: 

(1) Shall not be in excess of $4,500 
exclusive of financing charges to the 
borrower. 

(2) Shall not have a maturity in ex¬ 
cess of 20 years and 5 calendar months. 

(3) May provide for a maximum 
financing charge to be paid by the bor¬ 
rower for interest, discount, and fees of 
all kinds, other than those referred to 
In subparagraph (4) of this paragraph 
and paragraphs (b) and (c) of this sec¬ 
tion, in connection with the transaction 
not in excess of an amount based on 
tables of calculations Issued by the Fed¬ 
eral Housing Commissioner, and in¬ 
tended to provide a financing charge 
equivalent to that permitted by the reg¬ 
ulations in this part as to interest-bear¬ 
ing loons. The acceptance of a volun¬ 
tary payment of one or more installments 
prior to due date shall not be construed 
as Increasing the maximum permissible 
financing charge as provided in this sub- 
paragraph. However, if the entire loan 
is paid In advance, the Insured shall 
make a rebate of the entire unearned 
financing charge. 

(4) 8hall provide for such equal 
monthly payments by the borrower to 
the insured institution as will amortize 
the ground rents. If any, and the esti¬ 
mated amount of all taxes, special as¬ 
sessments. if any. and fire and other 
hazard insurance premiums within a pe¬ 
riod ending 1 month prior to the date 
on which same become delinquent In 
such event the note shall further pro¬ 
vide that such payments shall be held by 
the Insured Institution in a manner sat¬ 
isfactory to the Commissioner for the 
purpose of paying such ground rents, 
taxes, assessments, and insurance pre¬ 
miums before the same become delin¬ 
quent for the benefit and account of the 
borrower and shall also make provision 
for adjustments in case the estimated 
amount of such taxes, assessments, and 
insurance premiums shall prove to be 
more or less than the actual amount 
thereof so paid by the borrower. If the 
income of the borrower is derived from 
the sale of agricultural crops, commodi¬ 
ties, or livestock, payments may be sea¬ 
sonal as provided in subparagraph (7) 
of this paragraph. 

(5) May provide for a late charge, to 
be paid by the maker, not to exceed two 
cents for each dollar of each installment 
more than 15 days In arrears. In lieu of 
late charges, notes may provide for in¬ 
terest on past due installments at a rate 
not in excess of the contract rate in the 
JurisdiclUon in which the note 1s drawn. 
No lute charge or interest on a past due 
Installment may be accrued in excess of 
15.00. The borrower must be billed for 
tile penalties collected as such, and evi¬ 
dence of such billing must be in the file 
if claim is made under the contract of 
insurance. 


(6) May not provide without the ap¬ 
proval of the Commissioner for a first 
payment less than 6 days nor more than 
6 calendar months from the date of the 
note except as provided in subparagraph 

(7) of this paragraph and in no case 
shall provide for more than 240 pay¬ 
ments. 

(7) May be made payable In install¬ 
ments corresponding to the income pe¬ 
riods shown on the credit application if 
51 percent or more of the income of the 
borrower is derived directly from the 
sale of Agricultural crops, commodities, 
or livestock produced by him. In such 
cases, the first payment must be made 
within 12 months of the date of the note 
and at least one (1) payment must be 
made during each calendar year there¬ 
after and the proportion of total princi¬ 
pal to be paid In later years must not ex¬ 
ceed the proportion of total principal 
payment in earlier years. 

(8) Shall contain a provision for ac¬ 
celeration of maturity, either automatic 
or at the option of the holder, in the 
event of default in the payment of any 
installment. 

(b) In addition to the maximum per¬ 
missible financing charge which may be 
paid by the borrower in connection with 
a Class 3 loan as provided in paragraph 

(a)(3) of this section, the following al¬ 
lowable costs or expenses if Incurred by 
the Insured institution in connection with 
the transaction may be collected from 
the borrower, provided such costs or ex¬ 
penses are not paid from the net proceeds 
advanced to the borrower: 

(1) Recording fees. 

(2) Title examination fees. 

(3) Fire and other hazard Insurance 
premiums. 

(4) An initial service charge in an 
amount sufficient to reimburse the in¬ 
sured institution for the cost of closing 
the transaction: Provided , That, no such 
service charge shall exceed 2 percent 
of the net proceeds of the loan. 

(c) The borrower may be required to 
pay the insured institution upon the 
closing of the loan a sum that will be 
sufficient to pay the ground rents, if any, 
and the estimated taxes, special assess¬ 
ments, and fire and other hazard in¬ 
surance premiums for the period begin¬ 
ning on the date to which such ground 
rent, taxes, assessments, and insurance 
premiums were last paid and ending on 
the date of the first monthly payment 
under the loan to be held by the Insured 
Institution for the purpose of paying 
such ground rents, taxes, assessments, 
and Insurance premiums before the same 
become delinquent for the benefit and 
account of the borrower. 

g 202.8 Loan procedure. 

(a) Property approval. Prior to be¬ 
ginning construction and to the disburse¬ 
ment of any portion of the proceeds of 
the loan, the borrower shall submit to 
the Insured a description of the property 
and such plans and specifications as the 
Insured may require in order for the in¬ 
sured to certify to the Commissioner that 
in Its opinion the site is suitable for a 
home and the proposed structure when 
completed will not adversely affect sur¬ 
rounding properties. Such property de¬ 


scription, plans and specifications shall 
remain a permanent part of the loan 
file. 

(b) Appraisal Prior to beginning 
construction and to the disbursement of 
any portion of the proceeds of the loon, 
the Insured shall make an estimate of 
the value of the*property, assuming com¬ 
pletion of the proposed improvements, 
and determine that the requirements of 
ft 202.3(b) will be complied with. 

(c) Commissioner's approval on prop¬ 
erties for sale or rent. Prior to begin¬ 
ning construction and to the disburse¬ 
ment of any portion of the proceeds of 
the loan for any property which is in¬ 
tended for sale or rent, the insured shall 
submit to the Commissioner a request 
for preliminary approval of the trans¬ 
action on a form pi escribed by the Com¬ 
missioner. The approval of the Com¬ 
missioner provided for in this section 
shall not relieve the Insured from com¬ 
pliance with any regulation. 

(d) Progress payments. Prior to dis¬ 
bursing the proceeds of the loan or any 
portion thereof to the borrower or to a 
creditor for his account, the insured 
shall satisfy itself that the value of the 
work done and materials on site at the 
time of any progress payment, is equal 
to at least 110 percent of such payment, 
plus all such progress payments thereto¬ 
fore made. The Insured shall not make 
a disbursement or progress payment to 
the borrower or to a creditor for his 
account which would increase the total 
amount disbursed to a sum In excess of 
80 percent of the proceeds of the loan 
until It has made a final Inspection of 
the property and has approved the work. 
Whenever it appears to the satisfaction 
of the insured that completion of the 
work will be temporarily delayed due to 
inclement weather, nonavailability of 
material, or other reason beyond the 
control of the builder, it may disburse 
the entire balance remaining of the loan 
proceeds after deducing and retaining 
therefrom one and one-half times the 
amount deemed necessary to complete 
the work. This retained balance shall 
not be disbursed until after the work 
has been Inspected and approved by the 
insured. Notwithstanding any other 
provision of this section, part or all of 
the proceeds of the loan may, at any 
time after the execution of the mortgage 
Instruments by the borrower, be placed 
in escrow or In a special account for the 
benefit of the borrower: Provided , That 
disbursements therefrom shall be made 
only at the time and under the condi¬ 
tions as otherwise prescribed in this 
section. 

(e) Completion certificate. Prior to 
the final disbursement of the proceeds of 
the loan, the insured shall obtain a com¬ 
pletion certificate on a form prescribed 
by the Commissioner which form »hnn 
bear the genuine signature of the bor¬ 
rower certifying that the house is com¬ 
plete and ready for occupancy and that 
the work has been performed in com¬ 
pliance with the requirements of | 202.4. 
If, after the loan Is made, an Insured who 
acted In good faith discovers any mate¬ 
rial misstatements or misuse of the pro¬ 
ceeds of the loan by the borrower, dealer, 
or others, the eligibility of the note for 
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Insurance will not be affected. However, 
the Insured shall, In all cases where the 
Insured discovered a material misstate¬ 
ment tn the Credit Application, or misuse 
of the funds, promptly report such a dis¬ 
covery to the Commissioner. A separate 
certificate shall be executed by the In¬ 
sured certifying that it has made a final 
Inspection of the completed property and 
that the statements contained In the 
borrower's completion certificate are cor¬ 
rect to the best of Its knowledge and 
belief and that in its opinion the prop¬ 
erty Improved is suitable as a residence 
and does not adversely affect surround¬ 
ing properties. 

(f) ^ubsflfufion of borrowers. In the 
event that property covered by a loan Is 
sold to an eligible borrower who assumes 
and agrees to pay the debt and whose 
credit is satisfactory to the insured, the 
seller may be released by the insured 
from his obligation upon notice thereof 
to the Commissioner: Provided , That. If 
the loan was secured by a first lien upon 
a fee simple estate, the loan, after as¬ 
sumption, shall be secured by a first lien 
on a fee simple Interest In the land and 
building, appurtenances and improve¬ 
ments thereon. 

(g) Loan reports . Loan shall be re¬ 
ported on the proper form to the Federal 
Housing Administration at Washington, 
D.C., within 31 days of the first dis¬ 
bursement of any of the proceeds of the 
loan or the date upon which It was pur¬ 
chased. Any loan refinanced In accord¬ 
ance with ft 202.9 shall be reported on 
the proper form within 31 days from the 
date of refinancing. In any case, the 
Commissioner may In his discretion 
accept a late report. 

§ 202.9 Refinancing. 

New obligations to liquidate loans pre¬ 
viously reported for Insurance pursuant 
to Title I of the act made after 
August 19. 1947. which may or may not 
Include an additional amount advanced 
will be covered by Insurance: Provided, 
That: 

(a) They meet the requirements of all 
applicable regulations; 

(b) They are reported to the Commis¬ 
sioner on the proper form within 31 
days from date of execution: 

(c) They have a maturity not In ex¬ 
cess of the maximum permitted under 
the regulations in this part from the date 
of the refinancing obligation, but not to 
exceed 30 years from the date of the 
original mortgage; 

<d) If the refinanced obligation was 
secured by a first lien upon a fee simple 
estate, the new obligation shall be se¬ 
cured by a first lien upon a fee stmple 
Interest In the land and building, appur¬ 
tenances and Improvements thereon. 

§202.10 Claim*. 

Claim for reimbursement for loss on a 
qualified loan shall be made as provided 
in this section. 

(a) Default reports. If the borrower 
falls to make any payment or to per¬ 
form any other covenant or obligation 
under the mortgage and such failure 
continues for a period of 30 days, the 
mortgage shall be considered In default 


and the Insured shall within 60 days 
thereafter give notice In writing to the 
Commissioner of such default, and sim¬ 
ilar notices each 60 days until such de¬ 
fault is cured and notice thereof Is given 
to the Commissioner. 

<b) Foreclosure or acquisition. At 
any time within 1 year from the date 
of default the Insured, at Its election, 
shall either: 

(1) Acquire by means other than 
foreclosure of the mortgage, possession 
of. and title to, the mortgaged prop¬ 
erty; or 

(2) Commerce foreclosure of the 
mortgage: Provided . That If the laws of 
the State in which the mortgaged prop¬ 
erty Is situated do not permit the com¬ 
mencement of such foreclosure within 
such period of time, the Insured shall 
commence such foreclosure within 60 
days after the expiration of the time 
during which such foreclosure is prohib¬ 
ited by such laws. 

(3) Nothing contained in this section 
shall be construed so as to prevent the 
Insured, with the written consent of the 
Commissioner, from taking action at a 
later date than specified In this section. 

(c) Reinstatement. If after default 
and prior to the completion of fore¬ 
closure proceedings the borrower chall 
pay to the Insured all monthly payments 
in default and such expenses as the In¬ 
sured shall have Incurred In connection 
with the foreclosure proceedings, no 
claim for reimbursement under the Con¬ 
tract of Insurance can be made and the 
insurance shall continue as If such de¬ 
fault had not occurred. 

(d) Filing claim. If the default is not 
cured as aforesaid, and If the Insured 
has otherwise complied with the pro¬ 
visions of this section, it may at any 
time within 7 months or such further 
time as may be approved by the Com¬ 
missioner, after acquiring title to and 
possession of the mortgaged property, 
tender to the Commissioner possession 
thereof, and a deed containing a cove¬ 
nant which warrants against the acts 
of the insured and all claiming by, 
through, or under it, conveying good 
merchantable title to such property un¬ 
damaged by fire, earthquake, flood, 
or tornado. The Commissioner shall 
promptly accept conveyance of such 
property and, subject to ft 202.12, make 
payment of loss sustained by the Insured 
as follows: 

(1) The net unpaid balance of ad¬ 
vance actually made; 

(2) Uncollected earned interest to the 
date of default and Interest at the rate 
of 3 percent per annum from the date 
of default to the date of the application 
for reimbursement of loss sustained. 

(3) An amount on account of the cost 
of foreclosure or of acquiring the prop¬ 
erty by other means actually paid by the 
insured and approved by the Commis¬ 
sioner not In excess of two-thirds of 
such cost or seventy-flve dollars, whlch- 
ever Is the greater. 

(4) The amount of all payments which 
have been made by the insured for taxes, 
ground rents, special assessments, and 
water rates which are liens prior to the 


mortgage, and fire And hazard insurance 
premiums. 

Any amount received by the Insured 
from any source relating to the property 
on account of rent or other Income, after 
deducting reasonable expenses in¬ 
curred In handling the property, shall be 
deducted from the sum of the foregoing. 

(e) Evidence of title . Evidence of title 
of the following types will be satisfactory 
to the Commissioner: 

(1) A fee or owner's policy of title In¬ 
surance, a guaranty or guarantee of title, 
or a certificate of title, Issued by a title 
company, duly authorized by law and 
qualified by experience to issue such; or 

(2) An abstract of title prepared by 
an abstract company or individual en¬ 
gaged In the business of preparing ab¬ 
stracts of title and accompanied by a 
legal opinion as to the quality of such 
title signed by an attorney at law experi¬ 
enced In examination of titles; or 

(3) A Torrens or similar title certifi¬ 
cate; or 

(4) Evidence of title conforming to the 
standards of a supervising branch of the 
Government of the United States or of 
any State or Territory thereof. 

Such evidence of title shall be fur¬ 
nished without cost to the Commissioner 
and shall be executed as of a date to 
Include the recordation of the deed to 
the Commissioner, and shall show that, 
according to the public records, there 
are not. at such date, any outstanding 
prior liens, except for ground rents and 
taxes not due and payable and special 
assessments not in arrears. If the title 
and title evidence are such as to be ac¬ 
ceptable to prudent lending institutions 
and leading attorneys generally in the 
community in which the property is situ¬ 
ated, such title and title evidence will be 
satisfactory to the Commissioner and 
will be considered by him as good and 
merchantable. 

(f) Waiver of title objections. The 
Commissioner will not object to the title 
by reason of the following matters, pro¬ 
vided they are not such as to Impair the 
value of the property for residence pur¬ 
poses. 

(1) Customary easements for public 
utilities, party wails, driveways and other 
purposes; customary building or use re¬ 
strictions for breach of which there is 
no reversion and which have not been 
violated to a material extent; 

(2) Such restrictions when coupled 
with a reversionary clause, provided 
there has been no violation prior to the 
date of the deed to the Commissioner: 

(3) Slight encroachments by adjoin¬ 
ing improvements; 

(4) Outstanding oil. water, or mineral 
rights, Vhlch do not Impair the value of 
the property for residence purposes, or 
which are customarily waived by prudent 
lending Institutions and leading attor¬ 
neys generally in the community. 

(g) Sale and claim for deficiency. In 
lieu of the procedure provided for In 
paragraphs (d) and (e) of this section, 
the insured, after acquiring title to the 
property as provided In tills section, may 
at its option and with the approval of 
the Commissioner, sell the same in the 
open market to a bona fide third party 
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at any time within 6 months from the 
date of such acquisition of the property, 
or within such further time as may be 
approved by the Commissioner. The net 
amount received at such sale, whether 
lii cash or deferred payments, shall be 
credited on the obligation and claim may 
be filed with the Commissioner for the 
balance. Payment of loss sustained by 
the Insured shall be made as follows: 

(1) The net unpaid balance of the 
Advance actually mode. In calculating 
the net unpaid amount, the net sale 
price must be Included as a credit. 

(2) Uncollected earned interest to the 
date of default and interest at the rate 
of 3 percent per annum from the date of 
default to the date of the application 
for reimbursement of loss sustained. 

(3) An amount on account of the cost 
of foreclosure or of acquiring the prop¬ 
erty by other means actually paid by 
the Insured and approved by the Com¬ 
missioner not In excess of two-thirds 
of such cost or seventy-five dollars, 
whichever is the greater. 

(4) The amount of all payments 
which have been made by the Insured 
for taxes, ground rents, special assess¬ 
ments, water rates which are liens prior 
to the mortgage, fire and hazard Insur¬ 
ance premiums, and cost of maintenance 
and repair of the property. (Claim for 
the cost of maintenance and repair shall 
not exceed 10 percent of the net unpaid 
balance of the advance actually made 
unless prior approval of the Commis¬ 
sioner has been obtained.) Any amount 
received by the insured from any source 
relating to the property on account of 
rent or other Income shall be deducted 
from the sum of the items referred to In 
this paragraph. 

§202.11 Insurance charge. 

(a) Rate. The Insured shall pay to 
the Administration an annual insurance 
charge equal to one-half of 1 percent of 
the original principal amount of any 
loans reported for insurance. 

(b) When payable. The first annual 
insurance charge so calculated shall be 
paid by check or draft to the order of 
the Federal Housing Administration 
within 25 days after the date the Ad¬ 
ministration acknowledges receipt to the 
Insured of the report of any such loan 
*ncl the next and each succeeding an¬ 
nual Insurance charge shall be paid In 
advance upon the anniversary of the 
first day of the month following the date 
of the mortgage until the loan Is paid in 
full or claim is filed with the Commis¬ 
sioner under the Contract of Insurance. 

(c) Mortgages paid in fuU . In the 
event the loan is paid in full prior to ma¬ 
turity or Is foreclosed or the possession 
of and title to the property Is otherwise 
Required by the insured, the Insured 
anall within 30 days thereafter notify 
toe Commissioner of the date of prepay¬ 
ment, foreclosure, or acquisition, after 
which its obligation to pay future annual 
insurance charges In connection there¬ 
with shall cease but it shall not be en¬ 
titled to a refund of any portion of an 
annual Insurance cl targe previously paid 
or a reduction in the amount of any In¬ 
surance charge, which fell due prior to 
fpeh prepayment, foreclosure, or acquisi¬ 
tion of the property. 
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(d) Refinancing . When the proceeds 
of any loan are used to liquidate a loan 
previously reported for Insurance, there 
shall be deducted from the amount of 
the insurance charge payable the first 
year the pro rata share of the annual 
Insurance charge paid on the original 
obligation. 

(e) Transfer of mortgages. An in¬ 
sured who purchases a mortgage previ¬ 
ously reported for insurance shall pay 
each succeeding annual Insurance 
charge as provided In paragraph (b) of 
this section. Any adjustment of the In¬ 
surance charge paid in advance by the 
seller shall be made between the pur¬ 
chaser and the seller. 

(f) Payment of insurance charge. 
Subject to the other provisions of the 
regulations In this part, the Insurance 
granted under Title I of the National 
Housing Act. as amended, shall be effec¬ 
tive with respect to any loan from the 
date of the report thereof to the Com¬ 
missioner: Provided , That the Insurance 
charge with respect to such loan Is paid 
as required by this section. 

§ 202.12 Insurance reserve. 

(a) Legal limit. Subject to the limi¬ 
tation on the total liability which may be 
outstanding at any time as stipulated In 
section 2 of Title I of the act, the Com¬ 
missioner. in accordance with S 202.10 
(d) and (g), will reimburse any insured 
for losses sustained by It up to a total 
aggregate amount equal to 10 percent 
of the total amount advanced on all 
eligible loans made by it on and after 
July 1, 1947, and prior to March 1, 1950, 
and reported for Insurance during the 
time Its contract of Insurance is in force. 

(b) General insurance reserve. There 
shall be established for each Insured a 
general Insurance reserve equal to 10 
percent of the aggregate amount ad¬ 
vanced on all loans originated by It on 
and after July 1, 1947. and prior to 
March 1,1950, pursuant to the provisions 
of both this part and Part 201 of this 
chapter. 

(c) Transfer of loans reported for 
insurance. The insured shall not assign 
or otherwise transfer any loan reported 
for Insurance to a transferee not holding 
a Contract of Insurance under Title T 
of the National Housing Act: Provided , 
That nothing contained in this para¬ 
graph shall be construed to prevent the 
pledging of such loans as collateral se¬ 
curity under a trust agreement, or other¬ 
wise. in connection with a bona fide loan 
transaction. 

(d) Transfer of insurance reserve. 
Insurance reserve of more than $5,000 
shall not be transferred to or from the 
reserve account of any insured during 
any fiscal year (July 1 through June 30) 
without the prior approval of the Com¬ 
missioner. Except in cases Involving the 
transfer of loans sold with recourse or 
under a guaranty, guarantee, or repur¬ 
chase agreement, the reports required by 
i 202.8 shall be submitted. Indicating the 
Intent of the parties with respect to the 
transfer of the Insurance reserve and 
unless the approval of the Commissioner 
Is obtained, the Insurance reserve shall 
be transferred as follows: 

(1) In cases involving the transfer of 
notes purchased without recourse, gu&r- 
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anty, guarantee, or repurchase agree¬ 
ment, provided no instalment payment 
is past due more than 1 calendar month 
at the time of purchase, the insurance 
reserve shall be transferred to the gen¬ 
eral Insurance reserve of the purchasing 
Institution on the basis of 10 percent of 
the actual purchase price or net unpaid 
original advance, whichever is the lesser. 

(2) In cases involving the transfer of 
notes sold with recourse or under a guar¬ 
anty, guarantee, or repurchase agree¬ 
ment, no insurance reserve will be trans¬ 
ferred and no reports will be required. 

(e) FHA recovery shall not affect re - 
serve. Amounts which may be salvaged 
by the Co mm i ss ioner with respect to a 
loan in connection with which an in¬ 
sured has been reimbursed under Its con¬ 
tract of insurance shall not be added to 
the Insurance reserve remaining to the 
credit of such insured. 

(f) Conversion of mortgages. If at 
any time a Class 3 loan previously re¬ 
ported for insurance is converted Into an 
insured mortgage under the provisions of 
another title of the act. upon report of 
the conversion to the Commissioner, 
there shall be deducted from the Insur¬ 
ance reserve outstanding to the credit of 
the Insured an amount equal to 10 per¬ 
cent of the net unpaid principal of 
the loan as of the date of the con¬ 
version. 

8 202.13 Administrative report# and ex¬ 
amination. 

The Commissioner, In his discretion, 
may at any time or from time to time 
call for a report from any Institution on 
the delinquency status of the obligations 
held by such Institution and reported 
for insurance, or call for such reports 
as he may deem to be necessary In con¬ 
nection with the regulations In this part, 
or he or his authorized representative 
may Inspect the books or accounts of 
the lending Institution as they pertain 
to the loans reported for Insurance. 

PART 202o—TITLE I MORTGAGE 
INSURANCE 

Subporl A—Eligibility R*quir«m«ntt 
IKtitfVfdl 

Subport B—Contract Right* end 
Obligation* 

Sec. 

202A.2S1 Incorporation by reference. 

302a* 255 Due date of Initial MIP. 

302a.260 Adjustment of Initial MIP. 

202a.265 Amount of annual MIP. 

202a 270 Pro rata adjustment of MIP upon 
prepayment. 

203a.275 Maturity of debentures. 

Autmouty: The provisions of this Part 
203a issued under sec. 2, 48 Btat. 1246. as 
amended; sec. 8. 64 SUL 48. as amended; 
12 U.8.C. 1703. 1706c. 

Subpart A—Eligibility Requirements 
[Reserved] 

Subpart B—Contract Rights and 
Obligations 

6 202a.251 Incorporation by reference. 

(a) All of the provisions of Subpart B, 
Part 203 of this chapter covering mort¬ 
gages insured under section 203 of the 
act apply to mortgages covering Individ¬ 
ual homes In connection with Title I 
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mortgage Insurance under title I, section 
8 of the act, except: 

Sec, 

203 366 Due date of Initial MIP. 

203.263 Adjustment of Initial MIP. 

203.269 Pro rata payment of Initial MIP. 

203.275 Amount of annual MIP 

203.276 Due date of annual MIP. 

203378 Pro rata payment of annual MIP. 
203.406 Maturity of debentures. 

203.420 Nature of Mutual Mortgage Insur¬ 

ance Fund. 

203.421 Allocation of Mutual Mortgage In¬ 

surance Pund income or loss. 

203.422 Right and Unblllty under Mutual 

Mortgage Insurance Fund. 

203.423 Distribution of distributive shares. 

203.424 Maximum amount of distributive 

shares. 

203.425 Finality of determination. 

203.408 Applicability to outstanding mort¬ 
gages and commitments. 

203.400 Effective date. 

(b) For the purposes of this subpart, 
all references in Part 203 of this chapter 
to section 203 of the act shall be con¬ 
strued to refer to title I. section 8 of the 
act, and all references to the Mutual 
Mortgage Insurance Fund shall be con¬ 
strued to refer to the General Insurance 
Fund. 

S 202a. 255 Due dale of initial MIP. 

The initial MIP shall be paid on the 
date on which the insurance becomes 
effective by endorsement. 

g 202a.260 Adjustment of initial MIP. 

Regardless of whether the period cov¬ 
ered by the MIP Is more or less than 1 
year, a payment shall be made to the 
Commissioner on account of the initial 
MIP which payment shall be In an 
amount equal to onc-half percent of the 
average outstanding principal obligation 
for the first year of amortization under 
the mortgage. If such payment is less 
than the minimum premium or more 
than the maximum premium prescribed 
by the act. the initial MIP shall be in 
such minimum amount and the amount 
of the second premium shall be adjusted 
accordingly. If such payment Is within 
the limitations prescribed by the act. no 
adjustment shall be made and the 
amount of the payment shall be retained 
by the Commissioner as the Initial MIP. 

g 202a.265 Amount of annual MIP. 

After payment of the Initial MIP and 
until the mortgage is paid in full or until 
an application for Insurance benefits is 
received by the Commissioner or until 
the contract Is otherwise terminated with 
the consent of the Commissioner, the 
mortgagee shall continue to pay annual 
MIP to the Commissioner. Annual MIP 
shall be paid on the anniversary date of 
the beginning of amortization. It shall 
be paid in an amount equal to one-half 
percent of the average outstanding 
principal obligation for the 12-month pe¬ 
riod following the date on which the 
premium becomes payable. 

g 202».270 Pro rata adjustment of MIP 
upon prepayment. 

Upon prepayment of the mortgage in 
full prior to maturity, the Commissioner 
shall refund to the mortgagee for the ac¬ 
count of the mortgagor an amount equal 
to the pro rata portion of the current 
MIP theretofore paid which is applicable 


to the portion of the year subsequent to 
such payment, computed from the first 
day of the month following the month in 
which such prepayment occurs. No such 
refund shall be made In any case where 
the prepayment occurs In the twelfth 
month of the premium year. 

g 202n.275 Maturity of debentures. 

Debentures shall mature 3 years after 
the first day of July following the ma¬ 
turity date of the mortgage. 

PART 203—MUTUAL MORTGAGE IN¬ 
SURANCE AND INSURED HOME 
IMPROVEMENT LOANS 

Subporl A—Eligibility Requirement* 
Approval or Mortgagees 

Sec. 

203.1 Governmental Institution* approved 

as mortgagees. 

203.2 Federal Reserve members, other In¬ 

stitutions. 

203 3 Charitable or nonprofit Institutions. 
203.4 Approval of other institutions. 

203.0 Approval of fiduciary Investments. 

203.7 Withdrawal of approval. 

203.8 Financial statements. 

203a Mortgage servicing. 

Application and Commit mint 

203.10 Submission of application. 

203.11 Form of application. 

203.12 Application and commitment ex¬ 

tension fees. 

203.13 Approval of application. 

203.14 BuUders warranty. 

203.15 Certification of appraisal amount 

203.16 Certificate and contract regarding 

use of dweUlng for transient or 
hotel purpose*. 

El i Gin lx Mortgages! 

203.17 Mortgage provisions. 

203.18 Maximum mortgage amounts. 
203.10 Mortgagor’s minimum Investment. 
203.20 Maximum Interest rate. 

203-21 Amortization provisions. 

203.22 Payment of Insurance premiums or 

charges; prepayment premiums. 

203.23 Mortgagor’s payments to include 

other chargee. 

203.24 Application of payments. 

203 25 Late charge. 

20326 Mortgagor's payments when mort¬ 
gage Is executed. 

203.27 Maximum charges, fees or dis¬ 

counts. 

203.28 Economic soundness of projects. 

203.29 Eligible mortgages in Alaska. Guam, 

or Hawaii. 

203.30 Certificate of nondiscrimination by 

mortgagor. 

203 31 Owner-occupancy in military serv¬ 
ice cases. 

Eligible Mortgagors 
203 .32 Mortgage Uen. 

203 33 Relationship of incomo to mortgage 
payments. 

203.34 Credit standing. 

203 36 Certificate and contract regarding 
use of dwelling for transient or 
hotel purpose*. 

Eligible Properties 

203 37 Nature of title to realty. 

203.88 Location of dwelling. 

203.39 Standards for buildings. 

203.40 Location of property. 

203.42 Rental properties. 

203.43 Eligibility of miscellaneous type 

mortgages. 

203.43a Eligibility of mortgagee covering 

housing In certain neighborhood*. 
203.43b Eligibility of mortgage* covering 

housing intended for seasonal 

occupancy. 


Open-end Advances 

Q ec 

203.44 Eligibility of open-end advances. 
Insured Homs Improvement Loans 

203.50 Definitions. 

203.51 Eligible lenders. 

203.52 Withdrawal of approval. 

203 53 Financial statements. 

203 .54 Loan servicing. 

203 .55 Form of application. 

203.60 Application and commitment ex¬ 

tension fees. 

203.61 Issuance of commitment. 

203.62 Note and security form. 

203.63 Disbursement of proceeds. 

203.64 Loan multlploe. 

203.65 Loan payments. 

303.70 Maturity of loan. 

203.71 Loon amortisation period. 

203.72 Beginning of payments. 

203.73 Maximum loan amounts. 

203.74 Maximum interest rate. 

203.75 Amortization provisions. 

203.80 Payment of insurance premiums ar 

chargee. 

203.81 Application of payments. 

203.82 Use of proceeds. 

203.83 Nature of borrower's ownership 

203 86 Credit standing. 

203110 Relationship of Incomo to loan 
payments. 

203.91 Certification os to outstanding in¬ 

debtedness relating to the prop¬ 
erty. 

203.92 Certificate of nondiscrimination by 

borrower, 

203.93 Certificate and contract regarding 

use of dwelling for transient or 
hotel purposes. 

203 .94 Acceptable risk. 

203.95 Owner-occupancy In military serv¬ 
ice casee. 

203.100 Charges and fees to lender from 

borrower. 

203.101 Report and approval of charges and 

fi’fj 

203.102 Late charge. 

Ewective Date 

203.249 Effect of amendments. 

Subpart 8—Contract Right* and Obligations 
Devin m oh s 
203.251 Definition*. 

Endorsement and Contract or Insurance 

203.235 Insurance of mortgage. 

203.256 Insurance of open-end advance. 

203.267 Contract created by Mortgage In¬ 
surance Certificate or by en¬ 
dorsement. 

Mortgage Insurance PacMruMS—I n General 

203.260 Method of payment of MIP. 

203.261 Calculation of MIP. 

Initial Mortgage Insurance Premium 

203.265 Amount of initial MIP. 

203.266 Due date of initial MIP. 

203.267 Period covered by Initial MIP. 

203.268 Adjustment of initial MIP. 

203.269 Pro rata payment of initial MIP. 

Annual Moetoage Insurance Premium 

203.275 Amount of annual MIP. 

203.276 Due date of annual MIP. 

203.277 Duration of annual MIP. 

203278 Pro rata payment of a nn ual MIP. 

Adjusted Moetoage Insurance Premium 

203.285 Computation of adjusted premium. 

203.286 Maximum adjusted MIP. 

203287 Prepayments excepted from ad¬ 
justed premium charge. 

Voluntary Termination Chaeoe 

203.295 Voluntary termination of insurance. 
203296 Computation of voluntary termina¬ 
tion charge. 
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203397 Max 1 mum voluntary termination 
charge 

203 298 Exception from voluntary termina¬ 
tion charge. 

OPEN-END ImiANCS ClIAXGI 

203 209 Open-end advance subject to open- 
end charge. 

203206 Method of payment of open-end 
charge. 

203.907 Calculation, amount, and due dAte 
of open-end charge. 

203.308 Duration of open-end charge. 

203209 Pro rata payment of open-end 
charge. 

Txemination or Insurance Contract 

203219 Termination by conveyance to other 
than Commlaaloncr. 

203216 Termination by prepayment of 
mortgage. 

203217 Termination by voluntary agree¬ 
ment. 

203218 Notice of termination by mortgagee. 

203219 Pro rata payment of premiums and 
chargee. 

203220 Notice and date of termination by 
Commlaaloncr. 

203221 Effect of termination. 

Dar ault Undo Mortgage 

203290 Definition of default. 

203231 Date of default. 

203 332 Notice of default. 

203239 Reinstatement of defaulted mort¬ 
gage. 

Stxciai. Forbearance Relief 

203240 Conditions of special forbearance 
relief. 

203241 Reimbursement for uncollected In¬ 
terest. 

203242 Recasting of mortgage. 

Fv -ns aaeancx Rrrrxr roa Militaet Posonmil 

203 345 Postponement of principal pay¬ 
ments—mortgagors In military 
service. 

203.348 Postponement of foreclosure— 
mortgagors In military service. 

Assignment of Mobtoage 

203290 Assignment of defaulted mort¬ 
gage—in general. 

203 350a Time for assigning defaulted 
mortgage. 

203291 Application for Insurance benefits 
and fiscal data. 

203.352 Title evidence upon assignment. 

203293 Certification by mortgagee. 

Claim Proceduee 

203 359 Acquisition of property. 

203256 Notice of foreclosure. 

203957 Deed in lieu of foreclosure. 

203256 Direct conveyance of property. 

203259 Time of conveyance to Commis¬ 
sioner. 

203260 Notice of property transfer and ap¬ 
plication for Insurance benefits. 

203261 Acceptance of property by Com¬ 
missioner. 

203 362 Conditions for withdrawal of appli¬ 
cation for Insurance benefits. 

203263 Reconveyance foe noncompliance 
with regulations. 

203264 Mortgagees liability for property 
expenditures. 

203269 Documents and information to be 
furnished Commissioner. 

203266 Conveyance of marketable title. 

203.367 Contents of deed and supporting 
documents. 

Condition or Property 

203275 Property condition. 

203276 {Reserved | 

203.377 j Reserved j 

203 278 | Reserved j 


Sec. 

203279 Adjustment for fire, flood, earth¬ 
quake or tornado damage. 

203 380 Certificate of property condition. 
209281 Occupancy of property. 

203282 Cancellation of hazard Insurance. 

PaoraTY Trai Transfers and Titl* Waives* 

203289 Type* of satisfactory UUe evi¬ 
dence. 

203286 Coverage of title evidence. 

203287 Acceptability of customary title 
evidence. 

203289 Waived UUe objections. 

203220 Waiver of UUe—mortgages or prop¬ 
erty formerly held by the Secre¬ 
tary. 

203 391 Title obJecUon waiver with reduced 
Insurance benefits. 

Payment of Insurance Benefits 

203 400 Method of payment. 

203.401 Amount of payment—conveyed 

properties. 

203.402 Items included In payment—con¬ 

veyed properties. 

203.403 Items deducted from payment— 

conveyed properties. 

203.404 Amount of payment—assigned 

mortgages. 

203 405 Debenture Interest rate. 

203.406 Maturity of debentures. 

203.407 ReglstraUon of debentures. 

203.408 Denomination of debentures. 

203.409 Redemption of debentures. 

203.410 Issue date of debentures. 

203.411 Cash adjustment. 

Certificate or Claim 

203.415 Delivery of certificate of claim. 

203.416 Amount and Items of certificate of 

claim. 

203.417 Rate of Interest of certificate of 

claim. 

Mutual Most© ace Insurance Fund and Dra- 
TxrntmvE Shares 

203.420 Nature of Mutual Mortgage Insur¬ 

ance Fund. 

203.421 Allocation of Mutual Mortgage In¬ 

surance Fund lnoome or loss. 

203.422 Right and liability under Mutual 

Mortgage Insurance Fund. 

203.423 Distribution of distributive shares. 

203.424 Maximum amount of distributive 

shares. 

203 425 Finality of determination. 

203.426 Inapplicability to housing in older 
declining urban areas. 

8alr, Assignment and Pledge of Insured 
Mortgage 

203.430 Gale of Interests in Insured mort¬ 
gagee. 

203.491 Bale of Insured mortgage to ap¬ 
proved mortgagee. 

203.432 Effect of sale of Insured mortgage. 

203.433 Assignments, pledges and transfers 

by approved mortgagee. 

203.434 Declaration of trust. 

203.435 Transfers of partial Interests. 
Insured Home Improvement Loans 


203.440 

203.441 

203.442 

203.443 

203.444 
203.446 


203.447 

203.448 
203 449 


Definitions. 

Insurance of loan. 

Contract created by Insurance 
Certificate or by endorsement. 

Method of payment of Insurance 
premium. 

Calculation of Insurance premium. 

Amount of Initial Insurance pre¬ 
mium. 

Due date of Initial Insurance pre¬ 
mium. 

Period covered by Initial Insurance 
premium. 

Adjustment of Initial Insurance 
premium. 


Sec. 

203.451 Pro rata payment of Initial Insur¬ 

ance premium. 

203.452 Amount of annual Insurance pre¬ 

mium. 

203.453 Due date of annual Insurance 

premium. 

203.454 Duration of annual Insurance 

premium. 

203.456 Pro rata payment of annual insur¬ 

ance premium. 

203.457 Voluntary termination of contract. 

203.458 Termination by prepayment of loan. 

203.459 Notice of termination by lender. 
203.462 Pro rata payment of premium be¬ 
fore termination. 

203.462 Notice and date of termination by 
Commissioner. 

202.464 Effect of termination. 

202.466 Definition of default. 

203.467 Date of default. 

203.468 Notice of default. 

203.469 Reinstatement of defaulted loan. 

203.471 Conditions of special forbearance. 

203.472 Relief for borrower in military 

service. 

203.473 Election of action. 

203.474 Maximum claim period. 

203.476 Claim application and items to bs 

filed. 

203.477 Certificate by lender when loon 

assigned. 

203.478 Payment of Insurance benefits. 

203.479 Debenture Interest rate. 

203.481 Maturity of debentures. 

203 482 Registration of debentures. 

203.483 Denomination of debentures. 

203.484 Redemption of debentures. 

203.486 Issue date of debentures. 

203.487 Cosh adjustment. 

203.488 Sole of interests In Insured loans. 

203.489 Sale of Insured loan to approved 

lender. 

203.491 Effect of sale of Insured loan. 

203.492 Assignments, pledges and trans¬ 

fers by approved lender. 

203.493 Declaration of trust. 

203.495 Transfers of partial Interests. 

Extension of Time 

203.496 Actions to be taken by mortgagee 

or lender. 

203.499 Effect of amendments. 

Authority: The provisions of this Part 203 
Issued under secs. 203. 211. 52 Stat. 10. as 
amended. 23; 12 U.8.C. 1709. 1715b, unices 
otherwise noted. 

Subpart A—Eligibility Requirements 

Approval or Mortgagees 

S 203.1 Govern men Is I institution* ap¬ 
proved ns mortgagees. 

The following lnstitutlonj are hereby 
approved as mortgagees under section 
203 of the National Housing Act: 

(a) National Mortgage Associations; 

(b) Federal Reserve Banks; 

(c) Federal Home Loan Banks; and 

(d) Any other Federal, 5tate, or mu¬ 
nicipal governmental agency that Is or 
may hereafter be empowered to hold 
mortgages Insured under Title n of the 
National Housing Act as security or as 
collateral or for any other purpose. 

( 203.2 Federal Reserve members, other 
institutions. 

Members of the Federal Reserve Sys¬ 
tem, Institutions whose accounts are In¬ 
sured by the Federal Savings & Loan In¬ 
surance Corporation and Institutions 
whose deposits are insured by the Federal 
Deposit Insurance Corporation may be 
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approved as mortgagees upon applica¬ 
tion. 

S 203.3 Charitable or nonprofit institu¬ 
tion/!. 

Any charitable or nonprofit organiza¬ 
tion. Including a pension fund or trust, 
which presents evidence that It Is re¬ 
sponsible, has permanent funds of not 
less than $100,000. and has experience 
In Investment, may be approved upon 
application. 

S 203.4 Approval of other institution*. 

(a) General requirements. Any mort¬ 
gagee not Identified in II 203.1 to 203.3 
may be approved as a mortgagee. If It la 
a chartered Institution; or is a perma¬ 
nent organization having succession; or 
is a trust Any such mortgagee shall 
have sound capital funds properly pro¬ 
portioned to its liabilities and to the 
character and extent of its operation, 
and meet the requirements of either 
paragraph (b), (c) or (d) of this section. 

(b) Special requirements applicable to 
supervised institutions. A mortgagee 
approved as a supervised Institution 
shall meet these requirements: 

(1) The mortgagee shall be subject to 
the inspection and supervision of a gov¬ 
ernmental agency which Is required by 
law to make periodic examinations of 
the mortgagee’s books and accounts. 

(2) The mortgagee Bhall submit satis¬ 
factory evidence of certain sound capital 
funds or. If it Is a mutual company or 
association without capital funds. It shall 
show that It has a specified net worth. 
The required amount of capital funds 
or net worth shall be determined In the 
following manner: 

. (1) With respect to a mortgagee whose 
application was filed and approved on or 
before March 1. 1962. capital funds-or 
net worth of a value of not less than 
$25,000. 

(11) With respect to a mortgagee 
whose application for approval was filed 
on or before March 1. 1962. but not ap¬ 
proved until subsequent to such date, 
capital funds or net worth of a value of 
not less than $25,000, provided that such 
amount shall be Increased to a value of 
not less than $100,000 on or before De¬ 
cember 31,1962. 

(ill) With respect to a mortgagee filing 
an application for approval subsequent 
to March 1. 1962, capital funds or net 
worth of a value of not less than $100,000. 

(c) Special requirements—nonsuper- 
vised institutions . A mortgagee not sub¬ 
ject to Inspection and supervision of a 
governmental agency as provided in the 
preceding paragraph shall have as its 
principal activity the lending or invest¬ 
ment of funds under Its own control in 
real estate mortgages; shall have sound 
capital funds of a value of not less than 
$100,000; shall submit a detailed audit 
report of Its books made by an independ¬ 
ent accountant satisfactory to the Com¬ 
missioner, reflecting a condition satis¬ 
factory to him: shall file with the Com¬ 
missioner similar annual audits within 75 
days of the dose of Its fiscal year so long 
as its approval as mortgagee continue*; 
shall submit at any time to such exam¬ 
ination of Its books and affairs as the 
Commissioner may require; and shall 


comply with any other conditions that 
the Commissioner may impose. Prior to 
the approval of any such mortgagee, it 
shall submit an agreement in writing: 

(1) lReserved! 

(2) That, except with the prior ap¬ 
proval of the Commissioner, it will seg¬ 
regate escrow commitment deposits, 
work completion deposits, and all pe¬ 
riodic payments under mortgages In¬ 
sured by the Commissioner, received by 
it on account of ground rents, taxes, 
assessments, and Insurance premiums, 
and will deposit such funds in a special 
account or accounts with a financial 
Institution whose accounts are insured 
by the Federal Deposit Insurance Corpo¬ 
ration or by the Federal ‘Savings and 
Loan Insurance Corporation and shall 
use such funds for no purpose other 
than that for which they were received. 

<d) Special requirements —loan cor¬ 
respondent mortgagees. Requlrmcnts 
for approval as a loan correspondent 
mortgagee are identical with those for 
approval of nonsupervtsed mortgagees, 
except as follows: 

(1) It may be approved with sound 
capital funds (net worth) of not less 
than $5,900; 

(2) It shall be an authorized loan cor¬ 
respondent of. and its approval requested 
by. an approved mortgagee under gov¬ 
ernmental supervision, which la Invest¬ 
ing In insured mortgages for Its own 
portfolio and whose past and future In¬ 
vestment commitments are such as to 
assure the Commissioner enough busi¬ 
ness will be originated to enable the cor¬ 
respondent to successfully maintain Its 
servicing accounts; 

(3) It shall originate or purchase In¬ 
sured loans for sale only to Its sponsor or 
sponsors; 

(4) It. and Its sponsor or sponsors 
shall agree to notify the Commissioner 
promptly upon termination of the loan 
correspondent agreement; 

(5) Termination of the relationship 
with sponsor or sponsors will be cause 
for withdrawal of the loan correspondent 
mortgagee approval. 

(e) Special requirements—investing 
mortgagees. (1) An organization not 
subject to the Inspection and supervision 
of a government agency as provided In 
paragraph <b) of this section may be ap¬ 
proved as an investing mortgagee. 

(2) To be approved as an Investing 
mortgagee, on organization shall estab¬ 
lish to the satisfaction of the Commis¬ 
sioner that It meets the following 
requirements: 

(1) It has experience In making invest¬ 
ments In mortgages. 

(ii) It has a supply of capital funds 
sufficient to support a projected invest¬ 
ment of $1 million in real estate 
mortgages. 

(Ill) It has a sound financial condi¬ 
tion. 

(3) As a condition for receiving ap¬ 
proval. an Investing mortgagee shall 
agree as follows: 

ti) To obtain Insured mortgages, not 
by origination, but only by purchase from 
other investing mortgagees or from 
mortgagees authorized by the Commis¬ 
sioner to originate mortgages. 


(II) To arrange with mortgagees which 
are approved pursuant to l 203.1, f 203.2, 
or paragraph (b) or (c> of this section 
to service all mortgages acquired by the 
investing mortgagee and to hold all 
escrow funds collected In connection 
therewith. 

(III) To submit to the Commissioner 
annual independent audit reports of Its 
financial condition within 75 days of the 
close of Its fiscal year so long os it Is an 
approved investing mortgagee. 

(Iv) To submit at any time to such 
examination, as the Secretary may re¬ 
quire, of that portion ol its books and 
affairs relating to Its mortgage Invest¬ 
ment activities. 

(v) To comply with such other re¬ 
quirements as the Commissioner may 
Impose. 

§ 203.6 Apprtnml of fiduciary brrrtl- 

BWBtti 

(a) Approval as a mortgagee of a 
banking institution or trust company 
which Is subject to the Inspection and 
supervision of a governmental agency, 
shall be deemed to constitute approval of 
such Institution or company when law¬ 
fully acting In a fiduciary capacity in 
Investing fiduciary funds which are 
under Its Individual or Joint control. 
Upon termination of such fiduciary re¬ 
lationship. whether by revocation or 
otherwise, any Insured mortgages held 
In the fiduciary estate shall be trans¬ 
ferred to a mortgagee approved under 
this section and the fiduciary relation¬ 
ship must be such as to permit such 
transfer. 

§ 203.7 Withdrawal of approral. 

(а) Approval of a mortgagee may be 
withdrawn at any time by notice from 
the Commissioner, by reason of: 

(1) The transfer of an insured mort¬ 
gage to a nonapproved mortgagee, ex¬ 
cept pursuant to $ 203.433 or 203.435 of 
this part. 

(2) The failure of a nonsupervis* d 
mortgagee to segregate all escrow funds 
received from mortgagors on account of 
ground rents, taxes, assessments and In¬ 
surance premiums, and to deposit such 
fuhds to a special account or accounts 
with a financial institution whose ac¬ 
counts ore Insured by the Federal 
Deposit Insurance Corporation or by the 
Federal Savings and Loan Insurance 
Corporation; 

(3) The use of escrow funds for any 
purpose other than that for which they 
were received; 

(4) The failure of a non-supervised 
mortgagee to conduct Its business In ac¬ 
cordance with the plan Indicated by its 
application for approval; 

(5) The termination of a mortgagee's 
supervision by a governmental agency: 

(5a) The failure of a nansupervUcd 
mortgagee or an Investing mortgagee to 
submit tho required annual audit report, 
of its financial condition within 75 days 
of the close of its fiscal year or such 
longer period as the Commissioner may 
determine. 

(б) Such other reason as the Com¬ 
missioner determines to be Justified. 
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0>) Withdrawal of a mortgagee's ap¬ 
proval shall not affect the Insurance on 
mortgages accepted for Insurance. 

fSec 207, 52 8tftt. 16, &* amended; 12 Ufl.C. 

1713). 

§ 203.8 Financial statement*. 

All approved mortgagees shall at any 
time upon request furnish the Commis¬ 
sioner with a copy of their latest pe¬ 
riodic financial statement or report. 

$ 203.9 Mortgage fenridng. 

All approved mortgagees are required 
to service insured loans In accordance 
with acceptable mortgage practices of 
prudent lending Institutions. In the 
event of default, the mortgagee should 
be able to contact the mortgagor and 
otherwise exercise diligence In collecting 
the amounts due. The holder of the 
mortgage is responsible to the Commis¬ 
sioner for proper servicing, even though 
the actual servicing may be performed 
by an agent of such holder. 

Application and Comiotmeict 
g 203.10 Submission of application. 

Any approved mortgagee may submit 
an application for Insurance of a mort¬ 
gage about to be executed, or of a mort¬ 
gage already executed. 

g 203.11 Form of application. 

The application must be made upon 
a standard form prescribed by the Com¬ 
missioner. 

g 203.12 Application and commitment 
extern ion fees. 

(a) Application fee, (1) Amount of 
fee. The mortgagee shall pay an appli¬ 
cation fee to cover the cost of processing. 
The fee shall be as follows: 

(1) $40 for an application Involving 
existing construction. 

(il) $50 for an application involving 
proposed construction. 

<1U) $10 for an application involving 
a mortgage of the character described 
in 5 203.43(b) (3) and <4). 

(iv) $10 for an application processed 
under the Certified Agency Program. 

(v) $15 for an application filed on or 
alter July 1, 1969, which involves prop¬ 
erty, which respect to which the Veterans 
Administration has Issued a Certificate 
of Reasonable Value, if the mortgagee 
submits with the application evidence, 
satisfactory to the Commissioner, that 
such Certificate Is outstanding and has 
not expired. 

(2) Time of fee payment, The appli¬ 
cation fee shall be due and payable by 
the mortgagee upon receipt from the 
FHA of a monthly statement covering 
the related transactions. 

(3) Credit for fee previously charged, 
A credit may be allowed the mortgagee 
for an application fee previously charged 
under such conditions as the Commis¬ 
sioner prescribes. 

(4) Fee not required . A mortgagee 
shall not be required to pay an applica¬ 
tion fee where: 

(1) The application Is not accepted 
for processing; or 

<11) The application Is made on behalf 
of a veteran for the Insurance of a 
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mortgage to refinance an existing Insured 
mortgage which Is in default by reason of 
his military service, if the Commissioner 
finds that the charging of such fee 
would be Inequitable under the circum¬ 
stances of the transaction. For the pur¬ 
poses of this subdivision the word "vet¬ 
eran" shall mean a person who has 
served In the active military or naval 
service of the United States at any time 
on or after September 16,1940, and prior 
to July 26, 1947, or on or after June 27, 
1950, and prior to February 1, 1955; or 

(111) The application Is In connection 
with the Insurance of a mortgage to 
finance the purchase of Commissioner- 
held property. 

(b) Commitment extension fee —(1) 
Amount of fee. The mortgagee shall 
pay a commitment extension fee for ex¬ 
tending an outstanding commitment or 
for reopening and extending an expired 
commitment within two months after 
such expiration. The fee shall be as 
follows: 

<i> $25 where the commitment In¬ 
volves existing construction or proposed 
construction. 

(il) $10 where the commitment in¬ 
volves a mortgage of the character de¬ 
scribed In 5 203.43(b) (3) and (4). 

(2) Time of fee payment. The com¬ 
mitment extension fee shall be due and 
payable by the mortgagee upon receipt 
from the FHA of a monthly statement 
covering the related transactions. 

(3) Credit for fee previously charged, 
A credit may be allowed the mortgagee 
for a commitment extension fee pre¬ 
viously charged under such conditions 
as the Commissioner prescribes. 

(4) Fee not required. A mortgagee 
shall not be required to pay a commit¬ 
ment extension fee where: 

(1) The commitment to be extended 
or reopened is in connection with an ap¬ 
plication made on behalf of a veteran 
under circumstances set forth In para¬ 
graph (a) (4) Cll) of this section; or 

(li) The commitment is in connection 
with the Insurance of a mortgage to fi¬ 
nance the purchase of Commissioner- 
held property. 

(See. 234, 75 St*t. 160; 12 US.C. 1715y) 

§203.13 Approval of application. 

Upon approval of an application, ac¬ 
ceptance of the mortgage for insurance 
will be evidenced by the issuance of a 
commitment setting forth, upon a form 
prescribed by the Commissioner, the 
terms and conditions upon which the 
mortgage will be Insured. 

§203.1i ftuildcni warranty. 

With respect to commitments issued 
on or after October 1. 1954, applications 
relating to proposed construction must 
be accompanied by an agreement in form 
satisfactory to the Commissioner exe¬ 
cuted by the seller or builder or such 
other person as the Commissioner may 
require agreeing that In the event of any 
sale or conveyance of the dwelling within 
a period of one year beginning with the 
date of initial occupancy, the seller, 
builder, or such other person will at the 
time of such sale or conveyance deliver 
to the purchaser or owner of such prop¬ 
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erty a warranty in form satisfactory to 
the Commissioner warranting that the 
dwelling is constructed In substantial 
conformity with the plans and specifi¬ 
cations (Including amendments thereof 
or changes and variations therein which 
have been approved In writing by the 
Commissioner) on which the Commis¬ 
sioner has based his valuation of the 
dwelling. Such agreement must provide 
that upon the sale or conveyance of the 
dwelling and delivery of the warranty, 
the seller, builder or such other person 
will promptly furnish the Commissioner 
with a conformed copy of the warranty 
establishing by the purchaser’s receipt 
thereon that the original warranty has 
been delivered to the purchaser In ac¬ 
cordance with this section. 

§ 203.15 Certification of appraiaal 
amount. 

An application with respect to In¬ 
surance of mortgages on one- or two- 
family dwellings must be accompanied 
by an agreement satisfactory to the 
Commissioner, executed by the seller, 
builder or such other person as may be 
required by the Commissioner whereby 
such person agrees that prior to any 
sale of the dwelling the said person will 
deliver to the purchaser of such prop¬ 
erty a written statement in form satis¬ 
factory to the Commissioner setting 
forth the amount of the appraised value 
of the property as determined by the 
Commissioner. 

§ 203.16 Certificate and contract regard¬ 
ing Ufcc of dwelling foe transient or 
hotel purposes. 

Every application filed with respect 
to Insurance of mortgages on a two-, 
three-, or four-family dwelling, or a 
single-family dwelling which is one of 
a group of 5 or more single-family 
dwellings held by the same mortgagor, 
must be accompanied by a contract In 
form satisfactory to the Commissioner, 
signed by the proposed mortgagor cove¬ 
nanting and agreeing that so long as the 
proposed mortgage la Insured by the 
Commissioner the mortgagor will not 
rent the housing or any part thereof 
covered by the mortgage for transient or 
hotel purposes, together with the mort¬ 
gagor’s certification under oath that the 
housing or any part thereof covered by 
the proposed mortgage will not be rented 
for transient or hotel purposes. For the 
purpose of this subchapter rental for 
transient or hotel purposes shall mean 
(a) rental for any period less than 30 
days or (b> any rental If the occupants 
of the housing accommodations are pro¬ 
vided customary hotel services such as 
room service for food and beverages, 
maid service, furnishing and laundering 
of linen, and bellboy service. 

Eligible Mortgages 
§ 203.17 Mortgage proviaioni, 

(a) Mortgage form . The mortgage 
shall be executed upon a form approved 
by the Commissioner for use In the Juris¬ 
diction In which the property covered 
by the mortgage Is situated and shall be 
a first lien upon property that conforms 
with property standards prescribed by 
the Commissioner. The entire principal 
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amount of the mortgage must have been 
disbursed to the mortgagor or to his 
creditors for his account and with his 
consent. 

(b) Mortgage multiples. The mortgage 
shall Involve a principal obligation In 
multiples of $50. 

(c) Payments. The mortgage shall: 

(1) Come due on the first of the month. 

(2) Have an amortization period of 
either 10, 15. 20, 25. 30. or 35 years by 
providing for either 120,180, 240.300,380. 
or 420 monthly amortization payments. 

(3) Provide for payments to principal 
and Interest to begin not later than the 
first day of the month following 60 days 
from the date the mortgagee's certificate 
on the commitment was executed. 

(d) Maturity. U) The mortgage shall 
have a maturity as set forth in subpara¬ 
graph (2) or (3) of this paragraph, 
whichever Is the lesser. 

(2) The mortgage shall have a matu¬ 
rity not In excess of three-Quarters of the 
remaining economic life of the bunding 
Improvements. 

(3) The mortgage shall have a term 
of not less than 10 nor more than: 

CL) Thirty years from the date of the 
beginning of amortization; or 

(11) Thirty-five years from the date of 
the beginning of amortization If the 
following requirements are met: 

(a) The mortgagor Is an owner occu¬ 
pant of the property and Is not able, as 
determined by the Commissioner, to 
make the required payments under a 
mortgage having a shorter amortization 
peri od ; 

<b) The dwelling was approved for 
mortgage Insurance by the Commissioner 
prior to the beginning of construction or 
approved for guaranty. Insurance or di¬ 
rect loan by the Administrator of Veter¬ 
ans Affairs prior to such construction; 
and 

(c) The dwelling was Inspected by the 
FHA and found to have been completed 
in compliance with the terms of the FHA 
commitment, or inspected by the VA and 
found to have been completed in com¬ 
pliance with the terms of the VA Cer¬ 
tificate of Reasonable Value. 

S 203.18 Maximum mortgage amounts. 

(a) Occupant mortgagors . A mort¬ 
gage executed by a mortgagor who Is an 
occupant of the property shall not ex¬ 
ceed the lesser of the amounts In sub¬ 
paragraphs (1) and (2) or (1) and (3) 
of this paragraph as follows: 

(1) Dollar limitation. A dollar limita¬ 
tion of: 

(1) $33,000 for a one-family residence. 

<ii) $35,750 for a two-family residence. 

Oil) $35,750 for a three-family 

residence. 

(iv) $41,250 for a four-family 

residence. 

(2) Loan - to - value limitation — ap¬ 
proval prior to construction. If the 
mortgage covers a dwelling approved for 
mortgage insurance (or for guaranty. In¬ 
surance. or a direct loan by the Admin¬ 
istrator of Veterans Affairs) prior to the 
beginning of construction or a dwelling 
which was completed more than 1 year 
preceding the date of the application for 
mortgage insurance, the sum of the fol¬ 
lowing percentages of the Commission¬ 


er's appraised value of the property, as 
of the date the mortgage Is accepted for 
Insurance: 

(1) 97 percent of the first $15,000 of 
such value (100 percent of $15,000 of such 
value or the sum of such value not in ex¬ 
cess of $15,000 and the items of prepaid 
expense approved by the Commissioner 
minus $200. whichever appraisal amount 
or sum Is the lesser, In the case of a 
mortgagor qualifying as a veteran). 

(II) 90 percent of such value In excess 
of $15,000, but not In excess of $25,000. 

(HD 80 percent (85 percent in the case 
of a mortgagor qualifying ns a veteran) 
of such value in excess of $25,000. 

(3) Loan-to-value limitation—no 
prior approval. A loan-to-value limita¬ 
tion of 90 percent of $25,000 of the ap¬ 
praised value of the property, as of the 
date the mortgage is accepted for in¬ 
surance. and 80 percent (85 percent In 
the case of a mortgagor qualifying as a 
veteran) of such value in excess of 
$25,000. if the dwelling does not meet 
the requirements In the Introductory text 
of subparagraph (2) of this paragraph. 

(b) Veteran qualifications. The spe¬ 
cial veteran terms provided in paragraph 
(a) of this section shall only be appli¬ 
cable to a mortgage covering a single 
family dwelling executed by a mortgagor 
who submits to the Commissioner one 
of the following certifications: 

(DA Certificate of Veteran Status 
from the Veterans Administration estab¬ 
lishing that he has served 90 days or 
more on active duty in the armed forces 
(TJjS. Army. Navy, Marine Corps, Air 
Force, Coast Guard, the Army Reserve, 
the Naval Reserve, the Marine Corps Re¬ 
serve, the Air Force Reserve, the Coast 
Guard Reserve, the National Guard of 
the United States and the Air National 
Guard of the United States) of the 
United States and was discharged or re¬ 
leased therefrom under conditions other 
than dishonorable. 

(2) A certificate Issued by the Secre¬ 
tary of Defense establishing that the 
mortgagor performed extra hazardous 
service while serving In the armed forces 
for a period of less than 90 days. 

(c) Sonoccupant mortgagors. A 
mortgage executed by a mortgagor who 
is not the occupant of the property shall 
not exceed: 

(1) 85 percent of any amount com¬ 
puted under paragraph (a) of this sec¬ 
tion: or 

(2) The full amount computed under 
paragraph (a) of this section If the 
mortgage covers a one- or two-family 
residence and the Commissioner Is fur¬ 
nished with certificates Indicating that: 

(i) [Reserved! 

(ID The mortgagor will not rent (ex¬ 
cept for a rental term of not less than 
30 days and not more than 60 days), sell 
(except where the Insured mortgage Is 
paid in full as on Incident of the sale), 
or occupy the property prior to the 18th 
amortization payment of the mortgage 
except with the prior written approval 
Of the 

(III) Not less than 15 percent of the 
original principal amount of the mort¬ 
gage proceeds has been deposited In an 
escrow, trust, or special account; 


(Iv) The mortgagor agrees that. If 
the property Is not sold prior to the due 
date of the 18th amortization payment 
of the mortgage to a purchaser accepta¬ 
ble to the Commissioner who will occupy 
the property, assume, and agree to pay 
the mortgage indebtedness, the amount 
held In escrow, trust, or special account 
will be applied in reduction of the out¬ 
standing principal amount of the mort¬ 
gage as of the due date of the 18th 
amortization payment of the mortgage; 

<v) (Reserved! 

<vl) The mortgagee agrees that any 
portion of the fund held In escrow, trust, 
or special account, not applied to the 
mortgage in accordance with the pro¬ 
visions of this paragraph, shall be de¬ 
ducted from the amount of debentures 
to which the mortgagee would otherwise 
be entitled if a claim for debentures is 
filed. 

(d> Outlying - area properties. A 
mortgage covering a single-family resi¬ 
dence located In an area where the Com¬ 
missioner finds it is not practicable to 
obtain conformity with many of the re¬ 
quirements essential to Insurance of 
mortgages in built up urban areas, or 
to be used as a farm home on a plot of 
land, five or more acres In size, adjacent 
to a public highway, shall not exceed: 

<1) $16,200. 

(2) 97 percent of the appraised value 
of the property as of the date the mort¬ 
gage is accepted for insurance, if: 

(1) The dw elling was approved for in¬ 
surance by the Commissioner prior to 
the beginning of construction; or 

(il) Construction was completed more 
than one year preceding the date of the 
application for Insurance: or 

(ill) The dwelling was approved for 
guaranty. Insurance, or direct loan by 
the Administrator of Veterans Affairs 
prior to the beginning of construction. 

(3) 90 percent of the appraised value 
of the property as of the date the mort¬ 
gage Is accepted for Insurance In the 
case of all properties not meeting the 
requirements of subparagraph (2) of 
this paragraph; and 

(4) 85 percent of the appraised value 
of the property If the mortgagor Is not 
an occupant thereof. 

(e) Disaster victims. A mortgage cov¬ 
ering a single-family dwelling, in an 
amount not in excess of $14,400 or the 
appraised value of the property as of 
the date the mortgage is accepted for 
insurance, whichever is the lesser, shall 
be eligible for insurance If: 

<D The mortgage is executed by a 
mortgagor who will occupy the dwelling; 

(2) The mortgagor establishes that 
the home which he previously occupied 
os owner or tenant was destroyed or 
damaged to such an extent that recon¬ 
struction or replacement Is required as 
a result of a flood, fire, earthquake, storm 
or other catastrophe which the President 
has determined to be a major disaster; 
and 

(3) The application for insurance is 
filed within one year from the date of 
such Presidential determination, or 
within such additional period of time 
as the period of Federal assistance with 
respect to such disaster may be ex¬ 
tended. 
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(f) Seasonal homes. A mortgage cover¬ 
ing a family residence designed for sea¬ 
sonal (rather than year-round) occu¬ 
pancy shall Involve a principal obliga¬ 
tion not In excess of $18,000, and not In 
excess of 75 percent of the appraised 
value of the property. 

§ 203.19 Mortgagor** mini mum Invest¬ 
ment. 

(a) At the time the mortgage is in¬ 
sured. the mortgagor shall have paid In 
cash or Its equivalent the following min¬ 
imum amount: 

(1) In all cases (except those involving 
a veteran meeting the requirements of 
5 203.18(a)(3)), the minimum invest¬ 
ment shall be at least 3 percent of the 
Commissioner's estimate of the cost of 
acquisition or such larger amount as 
the Commissioner may determine. 

(2) In a case involving a veteran meet¬ 
ing the requirements of 5 203.18(a)(3), 
the minimum Investment shall be $200 
which may Include settlement costs, ini¬ 
tial payments for taxes, hazard Insurance 
premiums, mortgage insurance premi¬ 
ums, and other prepaid expenses as ap¬ 
proved by the Commissioner. 

(b) A mortgagor who is 60 years of age 
or older, as of the date the mortgage Is 
accepted for Insurance, or whose mort¬ 
gage meets the requirements of and Is 
to be insured pursuant to 5 203.18(d). or 
who Is purchasing a single-family home 
under a low Income housing demonstra¬ 
tion project which is being assisted by the 
Secretary of Housing and Urban Devel¬ 
opment pursuant to section 207 of the 
Housing Act of 1961, may obtain a loan 
to meet the payment required by para¬ 
graph (a) of this section and to pay 
settlement costs. Such loan shall be from 
a corporation or person satisfactory to 
the Commissioner. The settlement costs 
paid with the loan may include initial 
payments for taxes, hazard insurance 
premium, mortgage Insurance premium, 
and other prepaid expenses, as deter¬ 
mined by the Commissioner. As security 
for the loan, the mortgagor may give a 
note or other evidence of indebtedness 
bearing interest at a rate not in excess 
of that permitted In the Insured mort¬ 
gage. The aggregate amount of the in¬ 
sured mortgage and the loan referred to 
in tills section shall not exceed an 
amount equal to the Commissioner's esti¬ 
mate of the appraised value of the 
property, plus an amount equal to the 
initial payments for taxes, hazard in¬ 
surance premium, mortgage Insurance 
premium, and other prepaid expenses, 
as determined by the Commissioner. 

(c) In a case Involving the insurance 
of a mortgage on a seasonal home, the 
minimum investment shall be at least 25 
percent of the appraised value of the 
property. 

§ 203.20 Maximum interest rate 

<a) The mortgage shall bear interest 
at tlie rate agreed upon by the mort¬ 
gagee and the mortgagor, which rate 
shall not exceed 7 percent, except that 
where an application for commitment 
was received by the Secretary before 
February 18, 1971, the mortgage may 
hear interest at the maximum rate in 


effect at the time of receipt of the 
application. 

(b) Interest shall be payable In 
monthly Installments on the principal 
amount of the mortgage outstanding on 
the due date of each installment. 

§ 203.21 Amortization provision*. 

The mortgage must contain complete 
amortization provisions satisfactory to 
the Commissioner, requiring monthly 
payments by the mortgagor not In excess 
of his reasonable ability to pay as deter¬ 
mined by the Commissioner. The sum 
of the principal and interest payments In 
each month shall be substantially the 
same. 

§ 203.22 Payment of insurance pre¬ 
mium* or charge*; prepayment pre¬ 
mium*. 

(a) The mortgage may provide for 
monthly payments by the mortgagor 
to the mortgagee of on amount equal 
to one-twelfth of the annual mortgage 
Insurance premium payable by the 
mortgagee to the Commissioner. If the 
mortgage contains a provision permitting 
the holder to make future "open-end** 
advances or is amended or modified to 
Include such a provision, the mortgage 
may provide for a monthly payment by 
the mortgagor of an amount equal to 
one-twelfth of the annual charge, pay¬ 
able by the mortgagee to the Commis¬ 
sioner for insurance of such advances. 
Such payments shall continue only so 
long as the contract of insurance shall 
remain In effect. 

<b) The mortgage should provide that 
upon the payment of the mortgage be¬ 
fore maturity, the mortgagor shall pay 
the adjusted premium charge referred 
to In this subchapter, but shall not pro¬ 
vide for the payment of any further 
charge on account of such prepayment. 

§ 203.23 Mortgagor** payment* to in¬ 
clude other chargee. 

(a) The mortgage shall provide for 
such equal monthly payments by the 
mortgagor to the mortgagee as will 
amortize the ground rents. If any. and 
the estimated amount of all taxes, spe¬ 
cial assessments. If any, and fire and 
other hazard Insurance premiums, with¬ 
in a period ending one month prior to 
the dates on which the same become de¬ 
linquent. The mortgage shall further 
provide that such payments shall be held 
by the mortgagee In a manner satisfac¬ 
tory to the Commissioner, for the pur¬ 
pose of paying such ground rents, taxes, 
assessments and insurance premiums 
before the same become delinquent, for 
the benefit and account of the mort¬ 
gagor. The mortgage must also make 
provision for adjustments in case the 
estimated amount of such taxes, assess¬ 
ments. and Insurance premiums shall 
prove to be more, or less, than the actual 
amount thereof so paid by the mortgagor. 

(b) Mortgages involving a principal 
obligation not In excess of $9,000 may 
contain a provision requiring the mort¬ 
gagor to pay to the mortgagee an annual 
service charge at such rate as may be 
agreed upon between the mortgagee and 
the mortgagor, but in no case shall such 


service charge exceed one-half of one 
percent per annum. Any such service 
charge shall be payable In monthly in¬ 
stallments on the principal then out¬ 
standing. The provisions of this para¬ 
graph shall not apply to mortgages 
endorsed for Insurance pursuant to ap¬ 
plications received by the Commissioner 
on or after July 17.1961. 

g 203.21 Application of payment*. 

(a) All monthly payments to be made 
by the mortgagor to the mortgagee shall 
be added together and the aggregate 
amount thereof shall be paid by the 
mortgagor each month In a single pay¬ 
ment. The mortgagee shall apply the 
same to the following items in the order 
set forth: 

(1) Premium charges under the con¬ 
tract of Insurance, including Insurance 
charges for open-end advances; 

(2) Ground rents, taxes, special as¬ 
sessments, and fire and other hazard 
Insurance premiums; 

(3) Interest on the mortgage; and 

(4) Amortization of the principal of 
the mortgage. 

(b) Any deficiency in the amount of 
any such aggregate monthly payment 
shall, unless made good by the mortgagor 
prior to. or on, the due date of the next 
such payment, constitute an event of 
default under the mortgage. 

§ 203.25 late charge. 

The mortgage may provide for the col¬ 
lection by the mortgagee of a late charge, 
not to exceed 2 cents for each dollar of 
each payment more than 15 days In ar¬ 
rears, to cover the extra expense involved 
in handling delinquent payments. Late 
charges shall be separately charged to 
and collected from the mortgagor and 
shall not be deducted from any aggre¬ 
gate monthly payment. 

8 203.26 Mortgagor** payment* v*hcn 
mortgage i» executed. 

The mortgagor must pay to the mort¬ 
gagee. upon the execution of the mort¬ 
gage, a sum that will be sufficient to pay 
the ground rents, if any, and the esti¬ 
mated taxes, special assessments, and 
fire and other hazard insurance pre¬ 
miums for the period beginning on the 
date to which such ground rents, taxes, 
assessments, and Insurance premiums 
were last paid and ending on the date of 
the first monthly payment under the 
mortgage plus an amount sufficient to 
pay the mortgage insurance premium 
from the date of closing the loan to the 
date of the first monthly payment. 

8 203.27 Maximum charge*, fee* or d>*- 
counis, 

(a) The mortgagee may collect from 
the mortgagor the following charges, fees 
or discounts: 

(1) The application fees provided for 
in this part. 

(2) A charge to compensate the mort¬ 
gagee for expenses Incurred in originat¬ 
ing and closing the loan, the charge not 
to exceed: 

(1) $20 or 1 percent of the original 
principal amount of the mortgage, 
whichever is the greater; or 
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01) $50 or 2 Vst percent of the original 
principal amount of the mortgage, 
whichever la the greater, with respect to 
mortgages on property under construc¬ 
tion or to be constructed where the mort¬ 
gagee makes partial disbursements and 
inspections of the property during the 
progress of construction. 

<Ui) If the mortgage involves repair 
jr rehabilitation, and the mortgagee 
meets the conditions of subdivision (11) 
of this subparagraph relating to dis¬ 
bursements and inspections, the charge 
prescribed in subdivision (11) of this sub- 
paragraph may be collected In connec¬ 
tion with that portion of the mortgage 
applied to such repair or rehabilitation. 
The charge with respect to any part of 
the mortgage not applied to repair or 
rehabilitation, or any part of the mort¬ 
gage so applied which does not meet the 
conditions of subdivision (11) of this sub- 
paragraph relating to disbursements and 
inspections, shall be limited to that pro¬ 
vided in subdivision (i) of this subpara¬ 
graph. 

(3) Reasonable and customary 
amounts for any of the following items: 

(I) Recording fees and recording 
taxes or other charges incident to re¬ 
cordation; 

(il) Credit Report; 

(ill) Survey, if required by mortgagee 
or mortgagor: 

(iv) Title examination; title insur¬ 
ance. if any; 

(v) Such other reasonable and cus¬ 
tomary charges or fees as may be author¬ 
ized by the Commissioner. 

(4) Reasonable and customary charges 
In the nature of discounts if the mort¬ 
gagor Is: 

(i) A builder constructing houses for 
sale who executes the mortgage In his 
own name; 

(II) Constructing a dwelling for his 
own occupancy: or 

(iil) Refinancing an existing Indebted¬ 
ness secured by the property owned by 
the mortgagor. 

(iv) Purchasing the property from a 
governmental agency or municipal cor¬ 
poration which Is precluded by statute 
from paying the discount. 

(v) A builder or realtor who is pur¬ 
chasing a dwelling from an owner- 
occupant. 

(b) [Reserved! 

(c) [ Reserved 1 

(d) Prior to insurance of any mort¬ 
gage. the mortgagee shall furnish to the 
Commissioner a signed statement In 
form satisfactory to the Commissioner, 
listing any charge, fee or discount col¬ 
lected by the mortgagee from the mort¬ 
gagor. The Commissioner’s endorse¬ 
ment of the mortgage for Insurance shall 
constitute approval of the listed charges, 
fees or discounts. 

(e) Nothing In this section will be 
construed as prohibiting the mortgagor 
from dealing through a broker who does 
not represent the mortgagee. If he pre¬ 
fers to do so, and paying such compen¬ 
sation os Is satisfactory to the mortgagor 
In order to obtain mortgage financing. 

5 203.28 Economic •oundnrM of proj¬ 
ect*. 

The mortgage must be executed with 
rasped to a project which. In the opinion 


of the Commissioner, is economically 
sound, except that this section shall not 
apply In each of the following Instances: 

(a) To a mortgage of the character 
described in 8 203.18(d) and with respect 
to such a mortgage, the Commissioner 
shall determine that the mortgage Is 
an acceptable risk giving consideration 
to the need for providing adequate hous¬ 
ing for families of low and moderate In¬ 
come. particularly In suburban and out¬ 
lying areas or small communities. 

(b) To a mortgage of the character 
described in 8 203.18(e). 

(c) To a mortgage of the character 
described in 8 203.43a. 

<d> To a mortgage of the character 
described in 8 203.43b. 

§ 203.29* Eligible mortgage* In Abulia, 
Guam, or Hawaii. 

(a) If the Commissioner finds that 
because of high costs In Alaska, Guam 
or Hawaii It is not feasible to construct 
dwellings without the sacrifice of sound 
standards of construction, design, and 
livability within the limitations of maxi¬ 
mum mortgage amounts provided in this 
subpart the principal obligation of mort¬ 
gages may be Increased in such amounts 
as may be necessary to compensate for 
such costs, but not to exceed, in any 
event, the maximum Including high cost 
area Increases, if any, otherwise appli¬ 
cable by more than one-half thereof. 

(b> If the Alaska Housing Authority 
or the Government of Guam or Hawaii 
or any agency or Instrumentality thereof 
Is the mortgagor or mortgagee, or If the 
mortgagor Is regulated or restricted as to 
rents or sales, charges, capital structure, 
rate of return, and methods of operation 
to such an extent and In such manner as 
the Commissioner determines advisable 
to provide reasonable rental and sales 
prices and a reasonable return on the 
investment, any mortgage otherwise eli¬ 
gible for Insurance under this subpart, 
may be Insured without regard to any 
requirement that the mortgagor: 

(1) Be the owner and occupant of the 
property: 

(2) Has paid on account of the prop¬ 
erty a prescribed percentage of the ap¬ 
praised value of the property; or 

<3) Certify that the mortgaged prop¬ 
erty be free and clear of all liens other 
than the mortgage offered for insurance 
and that there will not be any other un¬ 
paid obligations contracted in connec¬ 
tion with the mortgage transaction or 
the purchase of the mortgaged property. 

(c) The provisions of 8 203.28 requir¬ 
ing economic soundness shall not be ap¬ 
plicable to mortgages covering property 
located in Alaska or in Guam or in 
Hawaii, but the Commissioner shall find 
that the property or project is an ac¬ 
ceptable risk giving consideration to the 
acute housing shortage In Alaska or in 
Guam or In HawaiL 

§ 203.30 Certificate of nondUrrimma- 
tion by mortgagor. 

The mortgagor shall certify to the 
Commissioner as to each of the following 
points: 

(a) That neither he. nor anyone au¬ 
thorized to act for him. will refuse to sell 
or rent, after the making of a bona fide 
offer, or refuse to negotiate for the sale 


or rental of, or otherwise make unavail¬ 
able or deny the dwelling or property 
covered by the mortgage to any person 
because of race, color, religion, or na¬ 
tional origin. 

(b) That any restrictive covenant on 
such property relating to race, oolor, reli¬ 
gion, or national origin is recognized as 
being illegal and void and Is hereby 
specifically disclaimed. 

(c) That civil action for preventative 
relief may be brought by the Attorney 
General In any appropriate UJS. Dis¬ 
trict Court against any person responsi¬ 
ble for a violation of this certification. 

§ 203.31 Ownrr-orrupanry in military 

MTvirp r«*r«. 

Any mortgage otherwise eligible for 
insurance under any of the provisions of 
this part may be Insured without regard 
to any requirement contained in this part 
that the mortgagor be the occupant of 
the property at the time of Insurance, 
where the Commissioner Is satisfied that 
the Inability of the mortgagor to occupy 
the property Is by reason of his entry Into 
military service subsequent to the filing 
of an application for Insurance and the 
mortgagor expresses an Intent (In such 
form as may be prescribed by the Com¬ 
missioner) . to occupy the property upon 
his discharge from military service. 

Emgibli Mortgagors 
§ 203.32 Mortgage lien. 

A mortgagor must establish that after 
the mortgage offered for insurance has 
been recorded, the mortgaged property 
will be free and clear of all liens other 
than such mortgage and that there will 
not be outstanding any other unpaid 
obligation contracted in connection with 
the mortgage transaction or the purchase 
of the mortgaged property, except obliga¬ 
tions which are secured by property or 
collateral owned by the mortgagor In¬ 
dependently of the mortgaged property 

§ 203.33 Relationship of income to 
mortgage payment*. 

A mortgagor must establish that the 
periodic payments required in the mort¬ 
gage submitted for insurance bear a 
proper relation to his present and antici¬ 
pated income and expenses. 

g 203.34 Credit •landing. 

A mortgagor must have a general 
credit standing satisfactory to the Com¬ 
missioner. 

g 203.36 Certificate and contract re¬ 
garding n*c of dwelling for transient 
or hotel purpose*. 

A mortgagor under a mortgage cover¬ 
ing two-, three-, or four-family dwell¬ 
ings, or a single-family dwelling which 
is one of a group of 5 or more single- 
family dwellings held by the same 
mortgagor, must certify under oath 
that until the mortgage has been paid in 
full, or the contract of Insurance other¬ 
wise terminated, the mortgagor will not 
rent, permit the rental or permit the 
offering for rental of the housing, or any 
part thereof, covered by such mortgage, 
for transient or hotel purposes. The 
mortgagor shall further execute a con¬ 
tract with the Commissioner providing 
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that so long as the said mortgage Is in¬ 
sured he will not rent such housing, or 
any part thereof, for transient or hotel 
purposes as such purposes are defined in 
8 203.16. 

Eligible Properties 
g 203.37 Nature of title to realty. 

A mortgage to be eligible for insurance 
must be on real estate held in fee simple, 
or on leasehold under a lease for not less 
than 99 years which is renewable, or un¬ 
der a lease with a period of not less than 
60 years to run from the date the mort¬ 
gage is executed. 

§ 203.38 Location of dwelling. 

At the time a mortgage Is insured there 
must be located on the mortgaged prop¬ 
erty a dwelling unit designed principally 
for residential use for not more than four 
families. Such unit may be connected 
with other dwellings by a party wall or 
otherwise. 

§ 203.39 Standard* for building*. 

The buildings on the mortgaged prop¬ 
erty must conform with the standards 
prescribed by the Commissioner. 

g 203.40 Location of property. 

The mortgaged property, if otherwise 
acceptable to the Commissioner, may be 
located in any community where the 
housing standards meet the requirements 
of the Commissioner. 

g 203.42 Renta! properties 

(a) A mortgage on property upon 
which there la a dwelling to be rented 
by the mortgagor shall not be eligible for 
Insurance if said property is a part of. or 
adjacent or contiguous to a project, sub¬ 
division or group of similar rental prop¬ 
erties which involve twelve or more 
dwelling units if the mortgagor has any 
financial Interest in said properties: 

Provided, That with respect to applica¬ 
tions received by the Commissioner on or 
after August 31, 1955. the number of 
dwelling units referred to in this para¬ 
graph shall be reduced to eight. 

(b) No two-, three-, or four-family 
dwelling nor single-family dwelling, if 
it Is a part of a group of five or more 
single-family dwellings held by the same 
mortgagor or any part or unit thereof, 
shall be rented or offered for rent for 
transient or hotel purposes, as defined In 
S 203.16, so long as such dwelling Is sub¬ 
ject to any Insured mortgage. 

8 203.43 Eligibility of mlaccllancou* 
type mortgage*. 

<a) A mortgage which meets the re¬ 
quirements of this subpart, except as 
modified by this section, shall be eligible 
for Insurance under this subpart subject 
to compliance with the additional re¬ 
quirements of this section. 

(b) The mortgage may be accepted 
for insurance if— 

(1) Executed In connection with the 
sale by the Government, or any agency 
or official thereof, of any housing ac¬ 
quired or constructed under Public 
849. Seventy-sixth Congress, as 
amended; Public Law 781. 8eventy-sixth 
Congress, as amended; or Public Laws 9. 
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73 or 353. Seventy-seventh Congress, as 
amended (Including any property ac¬ 
quired. held or constructed in connection 
with such housing or to serve the Inhab¬ 
itants thereof); or 

(2) Executed in connection with the 
sale by the Public Housing Administra¬ 
tion. or by any public housing agency 
with the approval of the said Adminis¬ 
tration, or any housing (Including any 
property acquired, held or constructed in 
connection with such housing or to serve 
the Inhabitants thereof) owned or fi¬ 
nancially assisted pursuant to the provi¬ 
sions of Public Law 671, Seventy-sixth 
Congress; or 

(3) Executed in connection with the 
sale by the Government, or any agency 
or official thereof, or any of the so-called 
Greenbelt towns, or parts thereof, in¬ 
cluding projects, or parts thereof, known 
as Greenhills, Ohio; Greenbelt. Mary¬ 
land; and Greendale, Wisconsin, devel¬ 
oped under the Emergency Relief Appro¬ 
priation Act of 1935; or of any of the 
village properties or employee’s housing 
under the jurisdiction of the Tennessee 
Valley Authority; or of any housing un¬ 
der the Jurisdiction of the Department 
of the Interior located within the town 
area of Coulee Dam. Washington, ac¬ 
quired by the United States for the con¬ 
struction. operation, and maintenance of 
Grand Coulee Dam and its appurtenant 
works or of any permanent housing un¬ 
der the jurisdiction of the Department of 
the Interior constructed under the Boul¬ 
der Canyon Project Act of December 21, 
1928, as amended and supplemented, lo¬ 
cated within the Boulder City municipal 
area; or 

(4) Executed In connection with the 
sale by the Government, or any agency 
or official thereof, of any housing (in¬ 
cluding any property acquired, held, or 
constructed in connection therewith or 
to serve the Inhabitants thereof) pursu¬ 
ant to the Atomic Energy Community 
Act of 1955, as amended: Provided . That 
such Insurance shall be Issued without 
regard to any preferences or priorities 
except those prescribed by the National 
Housing Act or the Atomic Energy Com¬ 
munity Act of 1955, as amended; or 

(5) Executed in connection with the 
sale by a State or municipality, or an 
agency, instrumentality, or political sub¬ 
division of either, of a project consisting 
of any permanent housing (Including any 
property acquired, held or constructed 
in connection therewith or to serve the 
Inhabitants thereof), constructed by or 
on behalf of such State, municipality, 
agency, instrumentality or political sub¬ 
division, for the occupancy of veterans 
(as defined in 5 203.12) their families 
and others: Provided , That the principal 
obligation of a mortgage referred to in 
this subparagraph shall not exceed 00 
percent of the appraised value of the 
mortgaged property; or 

(6) Executed in connection with the 
first resale, within two years from the 
date of Its acquisition from the Govern¬ 
ment, of any portion of a project or 
property of the character described In 
subparagraphs (1), (2), (3). and <4) 
of this paragraph; or 
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(7) Given to refinance an existing 
mortgage which is insured under the act. 
The amount of the refinancing mortgage 
shall not exceed the original principal 
amount of the existing mortgage. It 
shall have a maturity limited to the un- 
explrcd term of the existing mortgage. 

(c)-(f) (Reserved] 

(g) The provisions of 8 203.28 shall 
not apply to mortgages insured under 
this section. 

<h) The provisions of I 203.38 shall 
not apply to mortgages of the character 
described in paragraph (b) of this sec¬ 
tion and at the time any such mortgage 
is Insured there must be located on the 
mortgaged property, a dwelling unit 
designed principally for residential use 
for not more than eight families. 

(I) rReservedl 

(J) Notwithstanding the provisions of 
8 203.12(a). in connection with mort¬ 
gages on properties located within the 
Boulder City municipal areas as provided 
In subparagraph (3) and mortgages of 
the character described in subparagraph 
(4) of paragraph (b). applications for 
commitments shall be accompanied by 
the mortgagee's check for the sum of 
$10 to cover the cost of proofing by the 
Commissioner. If an application is re¬ 
fused as a result of preliminary examina¬ 
tion by the Commissioner, or in such 
other Instances as the Commissioner may 
determine, the entire fee will be returned 
to the applicant. 

(k) The Commissioner may Insure 
under this part, without regard to any 
limitation upon eligibility contained In 
this subpart, any mortgage assigned to 
him in connection with payment under a 
contract of mortgage insurance, or ex¬ 
ecuted In connection with a sale by him 
of any property acquired In the settle¬ 
ment of an Insurance claim under any 
section or title of the Act. 

§ 203.43a Eligibility of mortgage* cov¬ 
ering housing in certain neighbor¬ 
hood*. 

(») A mortgage financing the repair, 
rehabilitation, construction, or purchase 
of property located in an older declin¬ 
ing urban area shall be eligible for In¬ 
surance under this subpart subject to 
compliance with the additional require¬ 
ments of this section. 

(b) The mortgage shall meet all of tho 
requirements of this subpart, except such 
requirements as are Judged to be not 
applicable on the basis of the following 
determinations to be made by the 
Commissioner: 

(l) That the conditions of the area 
In which the property Is located pre¬ 
vent the application of certain eligibility 
requirements of this subpart. 

(2) That the area Is reasonably viable, 
and there is a need in the area for ade¬ 
quate housing for families of low and 
moderate Income. 

(3) That the mortgage to be Insured 
is an acceptable risk. 

(c) Mortgages complying with the re¬ 
quirements of this section shall be In¬ 
sured under this subpart pursuant to 
section 223(e) of the National Housing 
Act. Such mortgages shall be insured un¬ 
der and be the obligation of the Special 
Risk Insurance Fund. 


FEDERAL REGISTER, VOL 36, NO. 246—WEONESOAY, OECEMSER 22, 197! 







21516 

g 203.13b Eligibility of mortgage* rov¬ 
er in* houftinft intended for Kjwonal 
occupancy. 

ia> A mortgage covering a family res¬ 
idence designed for seasonal < rather than 
year-round) occupancy shall be eligible 
for insurance If the following additional 
requirements are met: 

1 1) The mortgage shall cover a single¬ 
family dwelling, approved for insurance 
prior to the beginning of construction, 
which is to be occupied by the mortgagor. 

(2) The dwelling shall meet such mini¬ 
mum standards as the Secretary may 
prescribe for dwellings for seasonal use. 

<3) The dwelling shall be located in an 
area where the Secretary finds it is not 
practicable to obtain conformity with 
standards prescribed for mortgage in¬ 
surance in urban areas. 

<4) The mortgage shall be an accept¬ 
able risk, giving consideration to the eco¬ 
nomic potential of the area in which the 
dwelling is located and the contribution 
that the housing will make to the area. 

(5) The mortgage shall cover a dwell¬ 
ing on property that is being developed 
in a manner consistent with the conser¬ 
vation of the natural resources of the 
area in which the property is located. 

(b) The Secretary may suspend the 
issuance of commitments for mortgage 
insurance under this section for such 
areas as he may designate if he makes 
the following determinations: 

(1) There Is a serious and unusual 
shortage of mortgage funds for residen¬ 
tial construction in the designated area. 

(2) Insurance of mortgages on prop¬ 
erties intended for seasonal occupancy 
would materially and adversely affect the 
availability of mortgage funds for resi¬ 
dential construction in the designated 
area. 

(3) Such suspension would not have 
an adverse effect on the balanced 
economic development of the designated 
area. 

Open-End Advances 

§ 203.44 Eligibility of open-end ad¬ 
vances. 

Any approved mortgagee may make 
advances, referred to In this subpart 
as “open-end" advances. In connection 
with the mortgages previously insured 
under this subchapter or insured after 
the effective date of this subpart, subject 
to compliance with the requirements of 
this section. 

(a) The proceeds of any open-end ad¬ 
vance must be used for the purpose of 
improvements or repairs which in the 
Commissioner's discretion substantially 
protect or improve the basic livability or 
utility of the property involved. The 
proceeds of such advances shall not be 
used for the purpose of financing obli¬ 
gations previously incurred for such re¬ 
pairs or improvements. 

(b) The mortgagee shall submit an 
application for insurance of open-end 
advances upon a standard form pre¬ 
scribed by the Commissioner. 

(C) Applications filed must be accom¬ 
panied by the mortgagee's remittance 
for the sum of $10 for processing of the 
application. If an application is refused 
as a result of preliminary examination 
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by the Commissioner or In such other 
instances as the Commissioner may de¬ 
termine the entire fee will be returned 
to the applicant. A commitment ex¬ 
tension fee of $10 shall be remitted by 
the mortgagee with a request for ex¬ 
tending an outstanding commitment or 
for reopening and extending an expired 
commitment within two months after 
such expiration. 

(d) In addition to the application fee 
required by paragraph (c) of this sec¬ 
tion, the mortgagee may charge the 
mortgagor a fee not to exceed $25 or 1 
percent of the open-end advance, which¬ 
ever is the lesser, and the amount of out- 
of-pocket expenditures made by the 
mortgagee for customary costs of title 
search and recording fees. The mort¬ 
gagee may require the mortgagor to pay 
to the mortgagee all charges permitted 
under this section on or prior to the date 
of final disbursement of the open-end 
advance, together with a sum sufficient to 
pay the initial Insurance charge provided 
for in 1203.307. No portion of such 
charges may be Included in the principal 
amount of the open-end advance. 

(e) Upon approval of an application, 
acceptance of the advance for insurance 
will be evidenced by the issuance of a 
commitment setting forth, upon a form 
prescribed by the Commissioner, the 
terms and conditions upon which the 
advance will be Insured. 

(f > The amount of such advance shall 
be added to the unpaid principal obliga¬ 
tion of the mortgage, whereupon the ag¬ 
gregate of the original unpaid principal 
and the amount of the open-end advance 
shall 

(1) Bear Interest at the rate provided 
in such mortgage, payable in monthly 
installments on the principal then out¬ 
standing; 

(2) Be payable in substantially equal 
monthly payments in an amount suffi¬ 
cient to amortize the aggregate principal 
amount within the remaining original 
term of the mortgage. 

(g) The amount of any such advance 
foomputed In even dollar amounts) when 
added to the unpaid balance of the orig¬ 
inal principal obligation of the mortgage 
shall not exceed the original principal 
obligation of the mortgage: Provided, 
That if the mortgagor certifies that the 
proceeds of such open-end advance will 
be used to finance the construction of an 
additional room or rooms or other addi¬ 
tional enclosed space as a part of the 
dwelling, the aggregate amount of the 
unpaid balance of the original principal 
obligation, plus the amount of the open- 
end advance, may exceed the amount of 
the original principal obligation of the 
mortgage, but in no event shall such ag¬ 
gregate amount exceed the maximum 
amounts prescribed by the limitations of 
f 203.18 or 5 203.43. 

(h) A mortgagee may amend or mod¬ 
ify any approved FHA mortgage form 
by adding such provisions as It deems 
necessary for the purpose of making 
open-end advances, by any rider or mod¬ 
ification agreement which Is valid and 
enforceable in the Jurisdiction in which 
the property covered by the mortgage is 
located, provided such rider or modifica¬ 


tion agreement retains In the mortgagee 
the right to approve or disapprove addi¬ 
tional advances on such terms and con¬ 
ditions as the mortgagee may prescribe 
The mortgagee will have the sole re¬ 
sponsibility for determining that any 
mortgage amended by an "open-end" 
rider or modification agreement will be 
a valid and enforceable instrument and 
will constitute a valid first lien on the 
property upon which the Commissioner 
based his valuation. 

Insureo Homs Improvement Loans 
§ 203.30 Definitions. 

As used in if 203.50 etseq. the term: 

(a) “Act" means the National Hous¬ 
ing Act, as amended. 

(b) “Commissioner" means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representative. 

(c) “Loan" means an advance of 
funds or credit evidenced by a note se¬ 
cured by a security Instrument. 

<d) "Note" means & note or other evi¬ 
dence of indebtedness executed, upon a 
form approved by the Commissioner, for 
use in the jurisdiction where the loan is 
disbursed. 

(e) "Outstanding indebtedness relat¬ 
ing to the property" means the total 
outstanding amount of unsecured obli¬ 
gations of the borrower incurred In con¬ 
nection with improving, repairing or 
maintaining the property and outstand¬ 
ing mortgages or obligations constituting 
liens on the title to the property to be 
improved. 

(f) "Lender" means an approved 
financial Institution eligible for insur¬ 
ance under section 203 (k) of the Act that 
is the holder of an Insured loan or the 
holder of a loan presented for insurance. 

§ 203.31 Eligible lender*. 

Lenders meeting the applicable eligi¬ 
bility qualifications and requirements 
contained in 51203.1-203.4 and 203.6 
shall be eligible for insurance of home 
improvement loans under 5 5 203.50 et 
seq 

g 203.52 Withdrawn! of approval. 

(a) Approval of a lender shall be con¬ 
sidered as withdrawn where the Com¬ 
missioner notifies the lender of a with¬ 
drawal of Its approval as a mortgagee 
under Title H of the Act. 

(b) Withdrawal of approval of a 
tender shall not affect the Insurance on 
loans accepted for insurance. 

g 203.53 Financial atatcmcnla. 

The lender shall at any time upon re¬ 
quest furnish the Commissioner with a 
copy of its latest periodic financial state¬ 
ment or report. 

§ 203.54 Loan servicing. 

The lender shall service insured loans 
in accordance with acceptable loan prac¬ 
tices of prudent lending institutions. In 
the event of default, the lender shall be 
able to contact the borrower and other¬ 
wise exercise diligence in collecting the 
amounts due. The holder of the loan 
shall be responsible to the Commissioner 
for proper servicing, even though the ac- 
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tual servicing may be performed by an 
agent of the holder. 

g 203.55 Form of Application. 

The application shall be made on a 
form prescribed by the Commissioner. 

g 203.60 Application and commitment 
extension fees. 

(a) Application fee —(1) Amount of 
fee. The lender shall pay an application 
fee of $20 to cover the cost of processing. 

(2) Time of fee payment . The appli¬ 
cation fee shall be due and payable by 
tho lender upon receipt from the FHA 
of a monthly statement covering the 
related transactions. 

(3) Credit for fee previously charged. 
A credit may be allowed the lender for 
an application fee previously charged 
under such conditions as the Commis¬ 
sioner prescribes. 

(4) Fee not required. A lender shall 
not be required to pay an application fee 
where the application is not accepted for 
processing. 

(b) Committment extension fee —(1) 
Amount of fee. The lender shall pay a 
commitment extension fee of $20 for ex¬ 
tending an outstanding commitment or 
for reopening and extending an expired 
commitment with two months after 
such expiration. 

(2) Time of fee payment. The com¬ 
mitment extension fee shall be due and 
payable by the lender upon receipt from 
the FHA of a monthly statement cover¬ 
ing the related transactions. 

(3) Credit for fee previously charged. 
A credit may be allowed the lender for 
a commitment extension fee previously 
charged under such conditions as the 
Commissioner prescribes. 

g 203.61 Imancc of commitment. 

Upon approval of an application, the 
Commissioner shall issue a commitment 
setting forth the terms and conditions 
upon which the loan will be Insured. In¬ 
cluding the extent and nature of the 
security required for the loan. 

g 203.62 Note and leruritjr form. 

The lender shall present for insurance 
a note and security instrument on forms 
approved by the Commissioner for use 
In the jurisdiction in which the property, 
covered by tho security Instrument, is 
situated. 

§ 203.63 Diftbtirticmrnt of proceeds. 

Prior to endorsement, the entire prin¬ 
cipal amount of the loan shall have 
been disbursed to the borrower or to his 
creditors for his account and with his 
consent. 

8 203.61 Loan multiple*. 

The loan shall involve a principal ob¬ 
ligation in multiples of $50. 

§ 203.65 Loan pay menu. 

The loan payment shall come due on 
the first of the month. 

8 203.70 Maturity of loan. 

The loan shall have a maturity satis¬ 
factory to the Commissioner not less 
than 5 nor more than 20 years from the 
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date of the beginning of amortization or 
three-quarters of the Commissioner's 
estimate of the remaining economic life 
of the structure, whichever is the lesser. 

§ 203.71 Loan amortization period. 

The loan shall have an amortization of 
either 5, 7, 10. 12. 15. 17. or 20 years by 
providing for either 60. 84. 120. 144, 180. 
204, or 240 monthly amortization pay¬ 
ments. 

§ 203.72 Beginning of payment*. 

The loan shall provide for payments to 
interest and principal to begin not later 
than the first day of the month follow¬ 
ing 60 day5 from the date the lender's 
certificate on the commitment was 
executed. 

8 203.73 Maximum loan amount*. 

(a) The loan shall not exceed: 

(1) The Commissioner's estimate of 
the cost of improvements or $12,000 per 
family unit, whichever is the lesser; or 

(2) An amount which, when added to 
any outstanding Indebtedness related to 
the property, creates a total outstanding 
Indebtedness which does not exceed the 
limits prescribed In S 203.18 for mort¬ 
gages on properties of the same type 
other than new construction; or 

(3) Where the proceeds are to be used 
for the purposes indicated in | 203.82 
(a)(2), an amount which when added 
to the aggregate principal balance of any 
outstanding Insured home improvement 
loans which were obtained for the pur¬ 
poses indicated in $ 203.82(a) (2), creates 
an aggregate indebtedness for such pur¬ 
poses of not to exceed $12,000. 

(b) In any geographical area where 
Uie Commissioner finds cost levels so re¬ 
quire, he may Increase by not to exceed 
45 percent the $12,000 per family unit 
limitation set forth in paragraphs (a) 

(1) and (3) of this section. 

§ 203.74 Maximum in tercel rate. 

(a) The loan shall bear interest at tho 
rate agreed upon by the lender and the 
borrower, which rate shall not exceed 7 
percent, except that where an application 
for commitment was received by the Sec¬ 
retary before February 18. 1971, the 
mortgage may bear interest at the maxi¬ 
mum rate In effect at the time of receipt 
of the application. 

(b) Interest shall be payable in 
monthly installments on the principal 
then outstanding. 

g 203.75 Amortization provision*. 

The loan shall contain complete amor¬ 
tization provisions satisfactory to the 
Commissioner, requiring monthly pay¬ 
ments by the borrower not in excess of 
his reasonable ability to pay as deter¬ 
mined by the Commissioner. The sum 
of the principal and interest payments 
In each month shall be substantially the 
same. 

§ 203.80 Payment of Insurance pre¬ 
mium* or charge*. 

(a) The security instrument shall 
provide for monthly payments by the 
borrower to the lender of an amount 
equal to one-twelfth of the annual in¬ 
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surance premium payable by the lender 
to the Commissioner. Such payments 
shall continue only so long as the con¬ 
tract of Insurance shall remain in effect. 

(b) The loan shall contain a provi¬ 
sion permitting the loan to be prepaid 
in whole or in part upon any interest 
payment date after giving the lender 
30 days advance written notice. No pen¬ 
alty or charge shall be imposed by the 
lender on account of such prepayment. 

g 203.81 Application of payment*. 

(a) All monthly payments to be made 
by the borrower to the lender shall be 
added together and the aggregate 
amount thereof shall be paid by the bor¬ 
rower each month in a single payment. 
The lender shall apply the same to the 
following items in tho order set forth: 

(1) Premium charges under the con¬ 
tract of Insurance; 

(2) Interest on the loan; and 

(3) Amortization of the principal of 
the loan. 

(b) Any deficiency in the amount of 
any such aggregate monthly payment 
shall, unless made good by the borrower 
prior to. or on. the due date of the next 
such payment, constitute an event of 
default under the loan. 

§ 203.82 U*e of proceed*. 

(a) The proceeds of the loan shall be 
used only for the following purposes; 

(1) To finance Improvements that re¬ 
sult in or are in connection with the 
conservation, repair, restoration or re¬ 
furbishing of the basic livability or utility 
of an existing structure. Including the 
property on which the structure is lo¬ 
cated, or in the conversion, alteration, 
enlargement, remodeling, or expansion of 
such structure. Including a change In the 
living accommodations or the number of 
family dwelling units located therein. 

(2) The pay that part of the cost of the 
construction or Installation of sidewalks, 
curbs, gutters, street paving, street lights, 
sewers, or other public improvements, ad¬ 
jacent to or in the vicinity of the bor¬ 
rower's property, which is assessed 
against the borrower or for which he Is 
otherwise legally liable as the property 
owner. 

(b) No loan proceeds shall be used to 
finance Individual equipment Items ex¬ 
cept those relating to heating, ventilat¬ 
ing or plumbing or those items de¬ 
termined by tiie Commissioner to be 
necessary and incident to improvements 
as outlined In paragraph (a) of tills 
section. 

(c) The structure in connection with 
which the improvements are to be made 
shall: 

(1) Constitute a structure which Is 
used or will be used upon completion of 
the improvements, primarily for resi¬ 
dential purposes by not more than four 
families; and 

(2) Have been constructed not less 
than ten years prior to the date of the 
application for commitment unless, as 
determined by the Commissioner, the 
proceeds of the loan are or will be used 
primarily for major structural improve¬ 
ments. or to correct defects which are 
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not known at the time of the completion 
of the structure or which were caused 
by lire, flood, windstorm or other 
casualty. 

§ 203.83 Nature of borrower*• owner¬ 
ship. 

To be eligible for insurance, the prop¬ 
erty to be Improved shall be owned by 
the borrower, or be leased by the bor¬ 
rower under a lease for not less than 99 
years which is renewable, or be under 
a lease with an expiration date in excess 
of 10 years later than the maturity date 
of the loan. 

§ 203.86 Credit lUnding. 

The borrower shall have a general 
credit standing satisfactory to the Com¬ 
missioner. 

§ 203.00 Rebttionfthip of income to loan 
payments. 

The borrower shall establish that the 
periodic payments required In the loan 
submitted for Insurance bear a proper 
relation to his present and anticipated 
income and expenses. 

§ 203.91 Certification an to outstanding 
indebted new relating to tbe property. 

The loan application shall be accom¬ 
panied by a certificate by the borrower, 
on a form prescribed by the Commis¬ 
sioner setting forth the total amount of 
outstanding Indebtedness relating to the 
property. 

§ 203.92 Certificate of nondiscrimina¬ 
tion by borrower. 

The borrower shall certify to the Com¬ 
missioner as to each of the following 
points: 

(a) That neither he, nor anyone au¬ 
thorized to act for him, will refuse to sell 
or rent, after the making of a bona fide 
offer, or refuse to negotiate for the sale 
or rental of. or otherwise make unavail¬ 
able or deny the dwelling or property 
covered by the loan to any person because 
of race, color, religion, or national origin. 

(b) That any restrictive covenant on 
such property relating to race, color, reli¬ 
gion. or national origin Is recognized os 
being Illegal and void and is hereby spe¬ 
cifically disclaimed. 

fc) That civil action for preventative 
relief may be brought by the Attorney 
General in any appropriate VS. District 
Court against any person responsible for 
a violation of this certification. 

§ 203.93 Certificate and contract regard¬ 
ing me of dwelling for transient or 
hotel purpoaen. 

An application filed with respect to 
insurance of a loan on a two-, three-, or 
four-family dwelling, or a single-family 
dwelling which Is one of a group of 5 
or more single-family dwellings held by 
the same borrower, shall be accompanied 
by a contract In form satisfactory to 
the Commissioner signed by the pro¬ 
posed borrower agreeing that so long as 
the loan Is Insured by the Commissioner 
the borrower will not rent the housing 
or any part thereof covered by the loan 
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for transient or hotel purposes, together 
with the borrower's certification under 
oath that the housing or any part 
thereof covered by the proposed loan will 
not be rented for transient or hotel pur¬ 
poses. For the purpose of If 203.50 ct 
seq. rental for transient or hotel pur¬ 
poses shall mean (a) rental for any pe¬ 
riod less than 30 days or (b) any rental 
If the occupants of the housing accom¬ 
modations are provided customary hotel 
services such as room service for food 
and beverages, maid service, furnishing 
and laundering of linen, and bellboy 
service. 

§ 203.94 Acceptable risk. 

The loan transaction shall, in the 
opinion of the Commissioner, constitute 
an acceptable risk. 

§ 203.95 Owner-occupancy in military 
service cmw. 

Any loan otherwise eligible for In¬ 
surance under the^provtslons of || 203.50 
et seq., may be Insured without regard to 
any requirement that the borrower be 
the occupant of the property at the time 
of Insurance, where the Commissioner Is 
satisfied that the Inability of the bor¬ 
rower to occupy the property Is by reason 
of his entry Into military aervlce sub¬ 
sequent to the filing of an application for 
Insurance and the borrower expresses an 
intent (in such form as may be pre¬ 
scribed by the Commissioner). to occupy 
the property upon his discharge from 
military service. 

§ 203.100 Charge* and fee* to lender 
from borrower. 

The lender may collect from the bor¬ 
rower the following charges and fees: 

(a) Application fee. The application 
fee provided for In this subchapter. 

(b) Originating and closing charge . 

(1) A charge to compensate the lender 
for expenses Incurred In originating and 
closing the loan, the charge not to ex¬ 
ceed $20 or one percent of the original 
principal amount of the loan, whichever 
Is greater. 

(2) A charge to compensate the lender 
for expenses incurred In originating and 
closing the loan, the charge not to exoeed 
$50 or 2 Vi percent of the original princi¬ 
pal amount of the loan, whichever is 
greater, where the lender makes partial 
disbursements and Inspections of the 
property during the period the improve¬ 
ments are being completed. 

(3) The provisions of subparagraph 

(2) shall be applicable only to commit¬ 
ments Issued pursuant to applications 
filed for Insurance after October 31,1952. 

(c) Amounts for other items. Rea¬ 
sonable and customary amounts for any 
of the following Items: 

(1) Recording fees and recording 
taxes or other charges incident to re¬ 
cording security. 

(2) Credit report. 

(3) Title examination. 

(4) Title Insurance. 

(5) Such other reasonable and cus¬ 
tomary charges or fees as may be au¬ 
thorized by the Commissioner. 


g 203.101 Report and approval of 
charges and fees. 

Prior to Insurance of any loan, the 
lender shall furnish to the Commissioner 
a signed statement In a form satisfac¬ 
tory to the Commissioner listing any 
charges or fees collected by the lender 
from the borrower. The Commissioner\b 
endorsement of the note for Insurance 
shall constitute approval of the listed 
charges or fees. 

g 203.102 Late charge. 

The loan may provide for the collec¬ 
tion by the lender of a late charge, not 
to exceed 2 cents for each dollar of each 
payment more than 15 days in arrears, 
to cover the extra expense Involved in 
handling delinquent payments. Late 
charges shall be separately charged to 
and collected from the borrower and 
shall not be deducted from any aggre¬ 
gate monthly payment 

Eftxctiyx Date 

g 203.219 Effect of wnendrarnu. 

The regulations in this subpart may be 
amended by the Commissioner at any 
time and from time to time, in whole or 
In part, but such amendment shall not 
adversely affect the Interests of a mort¬ 
gagee or lender under the contract of In¬ 
surance on any mortgage or loan already 
Insured and shall not adversely affect the 
Interests of a mortgagee or lender on 
any mortgage or loan to be insured on 
which the Commissioner has made a 
commitment to insure. 

Subpart B —Contract Rights and 
Obligations 
DxnxrnoHS 
§ 203.251 Definition*. 

As used In this subpart, the following 
terms shall have the meaning Indicated 

(a) “Commissioner” means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representative. 

<b) “Act** means the National Hous¬ 
ing Act, as amended. 

(c) “FHA” means the Federal Hous¬ 
ing Administration. 

(d) “Mortgage" means such a first 
lien upon real estate as is oommonly 
given to secure advances on. or the un¬ 
paid purchase price of real estate under 
the laws of the Jurisdiction where the 
real estate is situated, together with the 
credit instruments. If any. secured 
thereby. 

(e) “Mortgagor” means the original 
borrower under a mortgage and his 
heirs, executors, administrators and 
awlgns 

(f) “Mortgagee” means the original 
lender under a mortgage and Its suc¬ 
cessors and such of Its assigns as are 
approved by the Commissioner. 

(g) [Reserved] 

(h) t Reserved] 

(i) “Insured mortgage** means a mort¬ 
gage which has been Insured as evidenced 
by the issuance of a Mortgage Insurance 
Certificate or by the endorsement of the 
credit Instrument for Insurance by the 
Commissioner. 
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(J) “Contract of Insurance** means 
the agreement evidenced by the issuance 
of a Mortgage Insurance Certificate or 
by the endorsement of the Commissioner 
upon the credit instrument given in con¬ 
nection with an Insured mortgage. In¬ 
corporating by reference the regulations 
In this part and the applicable provisions 
of the Act. 

(k) “MIP“ means the mortgage In¬ 
surance premium paid by the mortgagee 
to the Commissioner in consideration of 
the contract of insurance. 

(l) “Adjusted mortgage Insurance 
premium** means the premium paid by 
the mortgagee to the Commissioner in 
consideration of termination of the con¬ 
tract of insurance by reason of prepay¬ 
ment in full of the mortgage. 

(m) “Termination charge” means the 
charge paid by the mortgagee to the 
Commissioner in consideration of termi¬ 
nating the contract of insurance pur¬ 
suant to the joint request for such action 
made by the mortgagor and mortgagee. 

(n) “Open-end advance” means an 
insured advance made by an approved 
mortgagee in connection with a pre¬ 
viously insured mortgage, pursuant to 
an open-end provision in the mortgage. 

(o) “Open-end insurance charge’* 
means the charge paid by the mortgagee 
to the Commissioner in consideration of 
the insurance of an open-end advance. 

<p) “Beginning of amortization” 
means the date one month prior to the 
date of the first monthly payment to 
principal and Interest. 

(q) “Maturity” means the date on 
which the mortgage Indebtedness would 
be extinguished if paid in accordance 
with periodic payments provided for in 
the mortgage. 

(r) “Debentures’* means registered, 
transferable securities which are valid 
and binding obligations. Issued in the 
name of the Mutual Mortgage Insurance 
Fund in accordance with the provisions 
of this part: such debentures are the 
primary liability of the Mutual Mortgage 
Insurance Fund and are unconditionally 
guaranteed as to principal and interest 
by the United States. 

(s) “State” includes the several States, 
Puerto Rico, the District of Columbia, 
Guam, the Trust Territory of the Pacific 
Islands, and the Virgin Islands. 

Endorsement and Contract or 
Insurance 

§ 203.255 Inturnnrc of mortgage. 

Upon compliance with a commitment 
the Commissioner will insure the loan 
evidencing the insurance by the Issuance 
of a Mortgage Insurance Certificate or 
by an appropriate panel or endorsement 
placed on the original credit Instrument, 
which will identify the regulations under 
which the loan is Insured and the date 
of insurance. 

8 203.256 Insurance of open-rnd ad¬ 
vance. 

Insurance on an open-end advance 
will be evidenced by delivery of a certifi¬ 
cate stating the amount of the advance, 
the date of insurance, and the rcgula- 
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Lions under which the advance Is 
Insured. 

g 203.25? Contract created by Mortgage 
Insurance Certificate or by endorse¬ 
ment. 

The mortgage, Including any open-end 
advances made thereunder and approved 
by Mte Commissioner, shall be an insured 
mortgage from the date of the issuance 
of a Mortgage Insurance Certificate or 
from the date of the endorsement of the 
credit instrument. The Commissioner 
and the mortgagee shall thereafter be 
bound by the regulations in this part 
with the same force and to the same ex¬ 
tent as if a separate contract had been 
executed relating to the insured mort¬ 
gage. including the provisions of the 
regulations in this subpart and of the 
Act. 

Mortgage Insurance Premiums—in 
General 

§ 203.260 Method of payment of MIP. 

The payment of any MIP under this 
subpart shall be made to the Commis¬ 
sioner by the mortgagee either in cash 
or debentures at par plus accrued 
Interest. 

§ 203.261 Calculation of MIP. 

The amount of any MIP shall be cal¬ 
culated In accordance with the amortiza¬ 
tion provisions of the mortgage, without 
taking Into account delinquent pay¬ 
ments or prepayments. 

Initial Mortgage Insurance Premium 
§ 203.265 Amount of initial MIP. 

The initial MIP shall be in an amount 
equal to % percent of the average out¬ 
standing principal obligation for the 
first year of amortization under the mort¬ 
gage. without taking into account delin¬ 
quent payments or prepayments. 

§ 203.266 Due date of initial MIP, 

The Initial MIP shall be paid on the 
first aniversary date of the beginning of 
amortization following the date on which 
the Insurance becomes effective by the 
issuance of a Mortgage Insurance Cer¬ 
tificate or by the endorsement of the 
credit instrument. 

§ 203.267 Period covered by initial MIP. 

The initial MIP shall cover the period 
beginning with the date of the issuance 
of a Mortgage Insurance Certificate or 
the date of the endorsement of the credit 
Instrument and ending on the next anni¬ 
versary of the beginning of amortization. 
Subsequent premium payments shall 
cover the twelve-month period following 
each anniversary date. 

§ 203.268 Adjustment of Initial MIP. 

Regardless of whether the period 
covered by the initial MIP is more or 
less than one year, payment shall be 
made to the Commissioner on account 
of the initial MIP In an amount equal 
to *4 percent of the average outstanding 
principal obligation for the first year of 
amortization under the mortgage. If 
such payment is less than % percent or 
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more than one percent of the outstand¬ 
ing principal balance, without taking 
into account delinquencies or prepay¬ 
ments. the initial MIP shall be adjusted 
to accord with the prescribed limitations. 
If such payment is within the prescribed 
limitations no adjustment shall be made 
and the amount of the payment shall be 
paid to the Commissioner as the initial 
MIP. 

8 203.269 Pro rata payment of initial 
MIP. 

If termination of the contract of in¬ 
surance occurs before the due date of 
the Initial MIP, the mortgagee shall pay 
to the Commissioner (in addition to any 
adjusted premium or termination 
charge) the portion of the initial pre¬ 
mium duo to the first of the month fol¬ 
lowing the effective termination date, 
which shall be computed from: 

(a) The beginning of amortization, if 
the Issuance of a Mortgage Insurance 
Certificate or the endorsement of the 
credit instrument occurred within six 
months after the beginning of amortiza¬ 
tion: or 

<b> The date of the Issuance of a 
Mortgage Insurance Certificate or the 
endorsement of the credit Instrument, if 
either occurred any time prior to the 
beginning of amortization, or during the 
second half of any amortization year. 

Annual Mortgage Insurance Premium 

8 203.275 Amount of annual MIP. 

After payment of the initial MIP an 
annual MIP shall be paid in an amount 
equal to % percent of the average out¬ 
standing principal obligation for the 12- 
month period preceding the date on 
which the premium becomes payable, 
without taking Into account delinquent 
payments or prepayments. 

§ 203.276 Due date of annual MIP. 

After payment of the Initial MIP an 
annual MIP shall be paid on each anni¬ 
versary date of the beginning of amorti¬ 
zation. 

§ 203.277 Duration of annual MIP. 

After payment of the IntUal MIP, the 
mortgagee shall pay an annual MIP to 
the Commissioner until: 

(a) The mortgage is paid In full: or 

(b) The deed to the Commissioner is 
filed for record; or 

(c) The contract of Insurance is other¬ 
wise terminated with the consent of the 
Commissioner. 

§ 203.278 Pro rata na>mcnt of annual 
MIP. 

(a) In general. If the insurance con¬ 
tract is terminated after the due date of 
the initial MIP, the mortgagee shall pay 
to the Commissioner (in addition to any 
adjusted premium or termination 
charge) that portion of the current an¬ 
nual MIP prorated from the due date 
of the last annual MIP through the end 
of the month in which the contract of 
insurance is terminated. The pro rata 
payment of MIP shall be remitted to the 
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Commissioner with the notice of prepay¬ 
ment or request for voluntary termina¬ 
tion. 

<b) Computation of pro rata annual 
M/P. For the purpose of computing the 
pro rata portion of the annual MIP. the 
date of termination of Insurance shall be 
the last day of the month in which the 
mortgage was prepaid or a voluntary ter¬ 
mination request 1s received by the Com¬ 
missioner. 

(c) Exception to payment of pro rata 
annual Af/P. A pro rata MJP shall not 
be due or payable where the mortgagee 
notifies the Commissioner that fore¬ 
closure or other action to acquire the 
property has been completed and that 
the property will not be conveyed to the 
Commissioner In exchange for insurance 
benefits. Any MIP due and paid after 
the institution of foreclosure or the date 
the property was otherwise acquired by 
the mortgagee will be refunded to the 
mortgagee upon receipt by the Commis¬ 
sioner of the notice from the mortgagee 
that the property will not be conveyed to 
the Commissioner. 

Adjusted Mortgage Insurance Premium 

g 203.285 Compulation of adjusted 
premium. 

(a) Where the principal obligation of 
any mortgage accepted for Insurance Is 
paid In full before the due date of the 
120th scheduled monthly payment, with¬ 
out taking into account delinquent pay¬ 
ments or prepayment, the mortgagee 
shall pay to the Commissioner an ad¬ 
justed premium of 1 percent of the 
original principal amount of the prepaid 
mortgage, except as otherwise provided 
in this subpart. 

(b) The adjusted premium shall be 
remitted to the Commissioner with the 
notice of prepayment. Payment shall be 
made either In cash or debentures at par 
plus accrued Interest. 

§ 203.2116 Maximum adjunct! MIP. 

No adjusted premium shall exceed the 
aggregate amount of MIP which would 
have been payable if the mortgage had 
continued to be insured until the due 
date of the 120th scheduled monthly 
payment, without taking into account 
delinquent payments or prepayments. 

g 203.287 Prepayment* excepted from 
adjanted premium charge. 

No adjusted premium charge shall be 
due or payable to the Commissioner in 
each of the following instances: 

(a) New insured mortgage. Where the 
insured mortgage is paid in full with or 
from the proceeds of a loan secured by 
a new mortgage on the same property 
which is insured by the Commissioner. 

(b) Acceleration by partial prepay¬ 
ments Where the final maturity speci¬ 
fied in the mortgage is accelerated solely 
by reason of partial prepayments made 
by the mortgagor which do not exceed in 
any one calendar year 16 percent of the 
original face amount of the mortgage, 
plus 15 percent of the original face 
amount of any open-end advances; or 

(c) Acceleration by payments for 
damages . Where the final maturity 
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specified in the mortgage is accelerated 
solely by reason of payments to principal 
to compensate for damage to the mort¬ 
gaged property; or 

<d) Acceleration by partial release . 
Where the final maturity specified in the 
mortgage Is accelerated solely by reason 
of payment to principal to compensate 
for release of a part of the insured prop¬ 
erty approved by the Commissioner; or 

<e> Acceleration by application of es¬ 
crow funds . Where the final maturity 
specified in the mortgage Is accelerated 
solely by reason of application of funds 
applied on the indebtedness as required 
by the Commissioner pursuant to an ap¬ 
proved escrow; or 

<f) Payment involving condemnation 
proceedings . Where the final maturity 
specified in the mortgage Is accelerated 
solely by reason of payments to princi¬ 
pal to compensate for the conveyance of 
the mortgaged property pursuant to 
condemnation proceedings or In lieu of 
condemnation proceedings; or 

(g) Payment involving foreclosure . 
Where payment In full Is made of a de¬ 
linquent mortgage: 

(1) On which foreclosure proceedings 
have been commenced; or 

(2) For the purpose of avoiding fore¬ 
closure, If the transaction Is approved 
by the Commissioner; or 

(h) Payment under court order . 
Where payment In full is made pursuant 
to a court order; or 

(I) Sale of property to veterans . 
Where payment In full Is made within 
60 days after the date the mortgage Is 
endorsed for Insurance, provided the 
mortgagee submits to the Commissioner 
a certificate signed by the mortgagor 
certifying that such payment was made 
In connection with the sale of the prop¬ 
erty to a veteran for his occupancy as a 
home. 

(J) Payment after 10 years. Where 
payment in full Is made after the due 
date of the 120th scheduled monthly pay¬ 
ment. without taking Into account 
delinquent payments or prepayments. 

(k> Payment by HUD direct loan. 
Where the mortgage Is paid in full from 
the proceeds of a direct loan granted un¬ 
der a program administered by the De¬ 
partment of Housing and Urban Devel¬ 
opment. 

Voluntary Termination Chargr 

§ 203.295 Voluntary termination of m- 
rartnea 

Upon request by the mortgagor and 
mortgagee and submission of the Mort¬ 
gage Insurance Certificate for cancella¬ 
tion or the mortgage note for cancella¬ 
tion of the endorsement, the Commis¬ 
sioner may terminate the Insurance con¬ 
tract on any mortgage under this part 
covering a one- to four-family residence. 

g 203.296 Computation of voluntary 
termination charge. 

In the event the Commissioner re¬ 
ceives a request for voluntary termina¬ 
tion of the insurance contract before 
the due date of the 120th scheduled 
monthly payment, without taking Into 
account delinquent payments or prepay¬ 


ments, the mortgagee shall pay to the 
Commissioner & termination charge 
equal to one percent of the original prin¬ 
cipal amount of the mortgage, except 
as otherwise provided in tills subpart 
The termination charge shall be remitted 
to the Commissioner with the request 
for voluntary termination. 

§ 203.297 Maximum voluntary termina¬ 
tion charge. 

In no event shall the charge for vol¬ 
untary termination of the insurance 
contract exceed the aggregate amount of 
MIP which would have been payable If 
the mortgage had continued to be in¬ 
sured until the due date of the 120th 
scheduled monthly payment, without 
taking into account delinquent payments 
or prepayments. 

g 203298 Exception from voluntary ter¬ 
mination charge. 

The Insurance contract may be volun¬ 
tarily terminated without payment of a 
termination charge If: 

(a) The mortgage Is delinquent and 
termination of Insurance is for the pur¬ 
pose of avoiding foreclosure provided the 
transaction Is approved by the Commis¬ 
sioner ; or 

(b) Foreclosure proceedings have been 
Instituted. 

(c) The request for voluntary termi¬ 
nation of the contract of Insurance is 
received by the Commissioner after the 
due date of the 120th scheduled monthly 
payment, without taking Into account 
delinquent payments or prepayments. 

Open-End Insurance Chargr 

g 203.305 Open-end advance subject to 
open-end charge. 

In the case of an Insured open-er.d 
advance the mortgagee shall pay to the 
Commissioner. In addition to the regular 
MIP, an open-end Insurance charge. 

§ 203.306 Method of payment of open- 
end charge. 

The payment of any open-end insur¬ 
ance charge under this subpart shall be 
made to the Commissioner by the mort¬ 
gagee either In cash or debentures issued 
by the Mutual Mortgage Fund at par 
plus accrued interest. 

§ 203.307 Calculation, amount, and due 
date of open-end charge. 

The open-end Insurance charge shall 
be In an amount equal to Vs percent per 
annum of the original principal obliga¬ 
tion of the open-end advance and shall 
be payable on the same dates as the MIP 
The initial open-end insurance charge 
shall be prorated to cover the period be¬ 
ginning with the first day of the month 
following the date of endorsement of the 
open-end advance and ending on the due 
date of the next MIP, and shall be com¬ 
puted without taking Into account delin¬ 
quent payments or prepayments. 

8 203.308 Duration of open-end charge. 

The mortgagee shall pay an annual 
open-end Insurance charge to the Com¬ 
missioner until: 
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(ft) The mortgage Is paid in full; or 

(b) The deed to the Commissioner is 
filed for record; or 

(c) The contract of insurance is other¬ 
wise terminated with consent of the 
Commissioner. 

g 203.309 Pro rata payment of open-end 
charge. 

Upon termination of the insurance 
contract, the mortgagee shall pay to the 
Commissioner (in addition to any ad¬ 
justed premium, termination charge and 
pro rata MIP) a portion of the current 
open-end Insurance charge prorated 
from the beginning of the open-end in¬ 
surance charge period to the end of the 
month in which termination occurred. 

Termnatiow or Insurance Contract 

f 203.315 Terrain*lion br roareyanre to 
other than Commissioner. 

(a) The contract of insurance shall 
be terminated if: 

(1) The mortgagee acquires the mort¬ 
gaged property but does not convey it 
to the Commissioner: 

(2) The property is bid in and ac¬ 
quired at a foreclosure sale by a party 
other than the mortgagee: 

(3) After foreclosure the property la 
redeemed; 

(4) After foreclosure and during the 
redemption period the mortgagee gives 
notloe that It will not tender the prop¬ 
erty to the Commissioner. 

g 203.316 Termination by prepayment 
of mortgage. 

The contract of Insurance shall be 
terminated if the mortgage is paid in 
full prior to Its maturity. 

g 203.317 Termination by voluntary 
agreement. 

The contract of insurance shall be ter¬ 
minated if the mortgagor and mortgagee 
jointly request termination. 

$203,318 Notice of termination by 
mortgagee. 

No contract of insurance shall be ter¬ 
minated until the mortgagee has given 
written notice thereof to the Commis¬ 
sioner within 30 days from the occur¬ 
rence of one of the approved methods 
of termination set forth in this subpart. 

S 203.319 Pro rula payment of pre¬ 
mium* and charge*. 

No contract of Insurance shall be ter¬ 
minated until the mortgagee has paid 
to the Commissioner the pro rata por¬ 
tion of the current annual MIP, open- 
end Insurance charge, adjusted premium, 
or termination charge as set forth in 
this subpart. 

§ 203.320 Notice and date of termina¬ 
tion by Commia*toner. 

The Commissioner shall notify the 
mortgagee that the contract of insurance 
has been terminated and the effective 
termination date. Hie termination date 
& hall be the last day of the month in 
which one of the following events has 
occurred: 

(a) The date foreclosure proceedings 
were instituted, or the property was 


otherwise acquired by the mortgagee, if 
the mortgagee notifies the Commissioner 
that title will not be conveyed to the 
Commissioner. 

(b) The date the mortgage was prepaid 
In full. 

(c) The date a voluntary termination 
request is received by the Commissioner. 

§ 203.321 Effect of termination. 

Upon termination of the contract of 
Insurance, the obligation to pay any 
subsequent MIP or open-end insurance 
charge shall cease and all rights of the 
mortgagor and mortgagee shall be ter¬ 
minated. 

Default Under Mortgage 
§ 203.330 Definition of default. 

If the mortgagor falls to make any 
payment, or to perform any other obliga¬ 
tion finder the mortgage, and such fail¬ 
ure continues for a period of 30 days, 
the mortgage shall be considered in 
default for the purposes of this subpart. 

§ 203331 Date of default. 

For the purposes of this subpart, the 
date of default shall be considered as 
30 days after— 

(a) The first uncorrectcd failure to 
perform any obligation under the mort¬ 
gage; or 

(b) The first failure to make a month¬ 
ly payment which subsequent payments 
by the mortgagor an? insufficient to 
cover when applied to the overdue 
monthly payments in the order in which 
they became due. 

S 203332 Notice of default. 

The mortgagee shall, within 60 days 
after default as defined in this part, give 
written notice thereof to the Commis¬ 
sioner, unless such default has been 
cured or unless the Commissioner has 
been notified of a previous default which 
remains uncured. 

S 203333 Reinstatement of defaulted 
mortgage. 

If after default and prior to the com¬ 
pletion of foreclosure proceedings the 
mortgagor shall cure the default, the in¬ 
surance shall oontinue as if a default had 
not occurred, provided the mortgagor 
pays to the mortgagee such expenses as 
the mortgagee has Incurred In connec¬ 
tion with the foreclosure proceedings and 
the mortgagee gives written notice of 
reinstatement to the Commissioner. 

Special Forbearance Relief 

{ 203310 Conditions of special forbear¬ 
ance relief. 

(a) General conditions —C ommis- 
sioner's prior approval The Commis¬ 
sioner may approve special forbearance 
relief If he finds that the default was due 
to circumstances beyond the mortgagor's 
control. Approval is given on condition 
that the mortgagor and mortgagee enter 
into a written forbearance agreement 
providing for: 

(1) The reduction or suspension of reg¬ 
ular mortgage payments for a specified 
forbearance period; 


(2) The resumption of regular mort¬ 
gage payments after the expiration of 
the forbearance period: and 

(8) The repayment of the total un¬ 
paid amount accruing prior to and dur¬ 
ing the forbearance period on or before 
the maturity date of the mortgage or on 
or before a date subsequent to the ma¬ 
turity date which is approved by the 
Commissioner. 

(b) Special conditions — Commit - 
tioners approval not required. Special 
forbearance relief may be granted by the 
mortgagee, without prior approval of the 
Commissioner, under the fallowing con¬ 
ditions: 

(1) Hie mortgagor shall establish to 
the satisfaction of the mortgagee, whosv* 
finding shall be conclusive. thAt: 

Q) The mortgagor does not own other 
property subject to a mortgage insured 
by the Commissioner, and 

(11) That the default was due to cir¬ 
cumstances beyond the control of tlv) 
mortgagor because of death, Ulneas, o* 
curtailment of income of the mortgagor 
or a member of his family or because of 
damage to the mortgaged property 
against which the mortgagor Is not ade¬ 
quately protected by insurance. 

(2) The written forbearance agree¬ 
ment shall: 

(!) Be limited to a period of 18 months; 

(iD Provide for the resumption of 
regular mortgage payments after the 
expiration of the forbearance period; 
and 

(ill) Provide for the repayment of the 
total unpaid amount, accruing prior to 
and during the forbearance period, on 
or before a date extending beyond the 
original maturity for a period no greater 
than the period of forbearance. 

§ 203.311 RrimlHincmrnt for uncol¬ 
lected interest. 

The mortgagee shall be entitled to re¬ 
ceive an allowance in the Insurance set¬ 
tlement for unpaid mortgage interest, if 
the mortgagor fails to meet the require¬ 
ments of the forbearance agreement and 
such failure continues for a period of 
up to 60 days. The interest allowance 
shall be computed to the earliest of the 
applicable dates following: 

(a) Hie date of the institution of 
foreclosure. 

(b) The date of the acquisition of the 
property by the mortgagee by means 
other than foreclosure. 

(c) The date the property was ac¬ 
quired by the Commissioner under a 
direct conveyance from the mortgagor. 

(d) 90 days following the date the 
mortgagor falls to meet the requirements 
of the forbearance agreement, or such 
other date os the Commissioner may 
approve in writing prior to the expira¬ 
tion of the 90-day period. 

§ 203312 Recosting of mortgage. 

(a) General conditions — Commission¬ 
er's prior approval In addition to the 
special forbearance relief afforded in 
f 203.340, If the Commissioner makes the 
finding required in paragraph (a) of that 
section, he may approve a modification 
of the terms of the mortgage for the 
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purpose of changing the amortization 
provisions by recasting the total unpaid 
amount due over the remaining term of 
the mortgage or over such longer period 
as he may approve. The modification 
agreement may be effective when exe- 
uted or upon the termination of a for¬ 
bearance period. 

(b) Special conditions — Commission¬ 
er's approval not required. The Com¬ 
missioner's approval for a recasting of 
the total amount due under the mort¬ 
gage shall not be required where the 
mortgagee makes the findings prescribed 
In ft 203.340(b) (1). In such Instances, the 
recasting shall be limited to the remain¬ 
ing term of the mortgage or a term ex¬ 
tending not more than 10 years beyond 
the original maturity date. Notice of 
such modification. In a manner pre¬ 
scribed by the Commissioner, shall be 
given within 30 days after the modifica¬ 
tion agreement Is executed. 

(c) Effect of modification. Where a 
mortgage Is modified, the principal 
amount of the mortgage, as modified: 

(1) Shall not Include any amounts as¬ 
sessed against the mortgagor as a late 
charge: and 

(2) Shall be considered to be the 
"original principal of the mortgage” as 
the term Is used in ft 203.401. 

Forbearance Relief for Military 
Personnel 

§ 203.345 Poulponemctit of principal 
payments—mortgagor* in military 
service. 

In addition to the special forbearance 
relief afforded by ft* 203.340 through 
203.342, If the mortgagor is a person in 
the military service (as defined In the 
Soldiers' and 8allors' Civil Relief Act of 
1940). the mortgagee may, by written 
agreement with the mortgagor, postpone 
for the period of military service and 
three months thereafter any part of the 
monthly payment which represents 
amortization of principal. The agree¬ 
ment shall contain a provision for the 
resumption of monthly payments after 
such period In amounts which will com¬ 
pletely amortize the mortgage debt with¬ 
in the maturity as provided in the orig¬ 
inal mortgage. The agreement shall in 
no way affect the amount of the annual 
Mtp which will continue to be calculated 
in accordance with the original amorti¬ 
zation provisions of the mortgage. 

§ 203346 Postponement of forcrlo- 
•urc—mortgagor* In military service* 

If at any time during default the mort¬ 
gagor Is a "person In military service,” 
as such term is defined In the 8oldlers’ 
and Sailors’ Civil Relief Act of 1940, the 
period during which he Is In such service 
shall be excluded in computing the one- 
year period within which the mortgagee 
shall commence foreclosure or acquire 
the property by other means as provided 
in this subpart. No postponement or 
delay in the prosecution of foreclosure 
proceedings during the period the mort¬ 
gagor Is In such military service shall be 
construed as failure on the part of the 
mortgagee to exercise reasonable dili- 
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gence In prosecuting such proceedings to 
completion as required by this subpart. 

Assignment or Mortgage 

§ 203.350 Alignment of defaulted 
mortgage—in general. 

The Commissioner may approve the 
assignment to him of any mortgage 
covering a one- to four-family residence 
if he finds that the default was due to 
circumstances beyond the mortgagor’s 
control. 

§ 203.350a Tunc for aligning defaulted 
mortgage. 

The mortgagee shall file for record the 
assignment of the mortgage to the Com¬ 
missioner within 30 days of receiving his 
approval to assign or within such further 
time as may be approved In writing by 
the Commissioner. 

9 203.351 Application for insurance 
benefit* and f»M*nl data. 

On the date the assignment of the 
mortgage Is filed for record, the mort¬ 
gagee shall forward to the Commissioner 
the prescribed application for Insurance 
benefits and fiscal data pertaining to the 
mortgage transaction, together with the 
receipts covering all disbursements, as 
required by the fiscal data form. In ad¬ 
dition. the following requirements shall 
be met: 

<a) Items to be included with applica¬ 
tion. The following items shall be for¬ 
warded to the Commissioner with the 
application: 

(1) Credit and security instrument. 
The original credit and security instru¬ 
ments assigned without recourse or war¬ 
ranty, except that no act or omission 
of the mortgagee shall have impaired the 
validity and priority of the mortgage. 

(2) Recorded assignment instrument. 
The original of the recorded assignment 
of mortgage. If the original of the as¬ 
signment Is not available, a copy shall be 
furnished and the original forwarded as 
soon as possible. 

(3) Hazard insurance . All hazard In¬ 
surance policies held in connection with 
the mortgaged property, together with a 
copy of the mortgagee’s notification to 
the carrier authorizing the amendment 
of the loss payable clause substituting 
the Commissioner as the mortgagee. 

(4) Rights and interests. An assign¬ 
ment of all rights and Interests arising 
under the mortgage, and all claims of the 
mortgagee against the mortgagor or 
others arising out of the mortgage 
transaction. 

(5) Property. All property of the 
mortgagor held by the mortgagee or to 
which it is entitled (other than the cash 
Items which are to be retained by the 
mortgagee). 

(6) Records and accounts. All rec¬ 
ords, ledger cards, documents, books, 
papers and accounts relating to the 
mortgage transaction. 

<7) Additional information. Any ad¬ 
ditional information or data which the 
Commissioner may require. 

(b) Items to be retained by mortgagee. 
The mortgagee shall retain all cash 


amounts held or deposited for the ac¬ 
count of the mortgagor or to which It Is 
entitled under the mortgage transaction 
that have not been applied In reduction 
of the principal mortgage Indebtedness 

g 203.352 Till* evidence upon assign- 
meat. 

Within 45 days after the assignment 
of a mortgage is filed for record, the 
mortgagee shall furnish to the Commis¬ 
sioner ail title evidence held by the mort¬ 
gagee, extended to Include the assign¬ 
ment of the mortgage to the Commis¬ 
sioner. 

g 203.353 Certification by mortgage. 

At the time of assignment of the 
mortgage, the mortgagee shall certify to 
the Commissioner that: 

<a ) Priority of mortgage to liens. The 
mortgage is prior to all mechanics* and 
materialmen's liens filed of record, re¬ 
gardless of when such liens attach, and 
prior to all liens and encumbrances, or 
defects which may arise except such liens 
or other matters as may have been ap¬ 
proved by the Commissioner: 

(b) Amount due . The amount stated 
In the Instrument of assignment Is ac¬ 
tually due and owing under the mort¬ 
gage: 

(c) Offsets or counterclaims . There 
are no offsets or counterclaims thereto 
and the mortgagee has a good right to 
assign. 

Claim Procedure 

g 203.355 Acquisition of property. 

At any time within one year from the 
date of default, or such additional pe¬ 
riod of time as may be approved by the 
Commissioner, the mortgagee, at its elec¬ 
tion, shall either— 

(a) Commence foreclosure of the 
mortgage: or 

(b) If the laws of the State in which 
the mortgaged property is situated do 
not permit the commencement of fore¬ 
closure within one year from the date of 
default, the mortgagee shall commence 
foreclosure within 60 days after the 
expiration of the time during which such 
foreclosure Is prohibited by such laws: or 

(c) Acquire possession of. and title to, 
the mortgaged property by means other 
than foreclosure, such title being In the 
name of the mortgagee or the Com¬ 
missioner. 

g 203.356 Notirc of foreclosure. 

The mortgagee shall give written no¬ 
tice to the Commissioner within 30 days 
after the institution of foreclosure pro¬ 
ceedings and shall exercise reasonable 
diligence in prosecuting such proceed¬ 
ings to completion. 

g 203.357 Deed in lieu of foreclo*urr* 
(a) Mortgagors owning one property. 
In lieu of Instituting or completing a 
foreclosure, the mortgagee may acquire 
property from one other than a corpo¬ 
rate mortgagor by voluntary conveyance 
from the mortgagor who certifies that he 
does not own any other property subject 
to a mortgage insured or held by FHA. 
Conveyance of the property by deed in 
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lieu of foreclosure is approved subject to 
the following requirements: 

(1) The mortgage is in default at the 
time the deed is executed and delivered: 

(2) The credit instrument is cancelled 
and surrendered to the mortgagor: 

(3) The mortgage is satisfied of rec¬ 
ord as a part of the consideration for 
such conveyance: 

(4) The deed from the mortgagor con¬ 
tains a covenant which warrants against 
the acts of the grantor and all claiming 
by, through, or under him and conveys 
good marketable title; 

(5) The mortgagee transfers to the 
Commissioner good marketable title ac¬ 
companied by satisfactory title evidence, 

(b) Corporate mortgagors. A mort¬ 
gagee may accept a deed in lieu of fore¬ 
closure from a corporate mortgagor in 
compliance with the requirements of 
paragraph (a) if the mortgagee obtains 
the prior written consent of the Com¬ 
missioner. 

(c) Mortgagors owning more than one 
property. The mortgagee may accept a 
deed In Ueu of foreclosure in compliance 
with the provisions of paragraph (a) 
from an individual who owns more than 
one property which Is subject to a mort¬ 
gage insured or held by the FHA If the 
mortgagee obtains the prior written con¬ 
sent of the Commissioner. 

§ 203.358 Direct conveyance of prop¬ 
erty. 

In acquiring the property or conveying 
the property to the Commissioner the 
mortgagee may arrange for tire deed to 
be made directly to the Commissioner 
from the mortgagor or other grantor. 
The mortgagee shall be responsible for 
determining that such conveyance will 
comply with all of the provisions of this 
part oonveylng good marketable title and 
satisfactory title evidence. 

8 203.359 Time of conveyance to Com- 
mtwioner. 

After acquiring good marketable title 
to and possession of the property the 
mortgagee shall transfer the property to 
the Commissioner: 

(a) Within 30 days after acquiring 
Possession of the mortgaged property by 
foreclosure or other means; or 

(b) Within such further time as may 
be necessary to complete the title exam¬ 
ination and perfect the title. 

{203.360 Notirr of property trsmafor 
and application for insurance bene¬ 
fits. 

On the date the deed Is filed for record 
the mortgagee shall notify the Commis¬ 
sioner on a form prescribed by him of the 
filing of such conveyance and simii as- 
«lgn. without recourse or warranty any 
or all claims which the mortgagee has 
acquired In connection with the mort¬ 
gage transaction, and as a result of the 
foreclosure proceedings or other means 
by which the mortgagee acquired or con¬ 
veyed such property, except such claims 
as may have been released with the ap¬ 
proval of the Commissioner. 
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S 203.361 Acceptance of property by 
Commissioner, 

Upon reodpt of notice of property 
transfer the Commissioner shall accept 
title to and possession of the property 
as of the date of the filing for record 
of the deed to the Commissioner, subject 
to compliance with the regulations In 
this part. 

8 203.362 Condition* for withdrawal of 
application for ininnmce benefit*. 

With the consent of the Commissioner, 
a mortgagee may withdraw an applica¬ 
tion for Insurance benefits if the mort¬ 
gagee agrees that It will: 

(a) Accept a reconveyance of the prop¬ 
erty under a deed which warrants 
against the acts of the Commissioner 
and all c laiming by, through, or under 
him; and 

<b) Promptly file a reconveyance for 
record; and 

(c) Accept without continuation the 
title evidence which It furnished the 
Commissioner; and 

<d) Reimburse the Commissioner for 
property expenditures as set forth in 
I 203.304. 

§ 203.363 Reconveyance for nnncompli- 
ancc with regulation*. 

If. for any reason, the mortgagee fails 
to comply with the regulations In this 
subpart, the Commissioner may hold 
processing of the application for Insur¬ 
ance benefits in abeyance for a reason¬ 
able time In order to permit the mort¬ 
gagee to comply or. In the alternative, 
the Commissioner may reconvey title to 
the property to the mortgagee In which 
event the application for insurance 
benefits shall be considered as cancelled 
without prejudice to the rights of the 
mortgagee to reapply for Insurance bene¬ 
fits at a subsequent date. 

g 203.364 Mortgagee'* liability fop 
property expenditure*. 

Where the Commissioner acquires a 
property and thereafter it becomes nec¬ 
essary for the Commissioner to rcconvey 
the property to the mortgagee because of 
the mortgagee's noncompliance with 
these regulations or because, with the 
consent of the Commissioner, the appli¬ 
cation for Insurance benefits Is with¬ 
drawn, the mortgagee shall reimburse 
the Commissioner for all expenses In¬ 
curred In connection with such acquisi¬ 
tion and reconveyance. The reimburse¬ 
ment shall Include all expenditures made 
from the date the deed to the Commis¬ 
sioner was filed for record to the date of 
reconveyance of the property to the 
mortgagee, after appropriate adjustment 
on account of any income received from 
the property. 

§ 203365 Document* and information 
to be ftrratfthcd Commi—ioncr- 

(a) Items to be furnished Commis¬ 
sioner. Within 45 days after the deed 
Is filed tor record, the mortgagee shall 
forward to the Commissioner: 

(1) A copy of the deed to the Com¬ 
missioner which has been filed for record 
and the title evidence continued so as 
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to Include recordation of the deed. The 
original deed shall be forwarded as soon 
as received from the recording authority. 

(2) Fiscal data pertaining to the 
mortgage transaction. 

(3) Receipts covering all disburse¬ 
ments os required by the fiscal data 
form. 

(4) Ledger cards covering the mort¬ 
gage transaction. 

(5) Any additional information or 
data which the Commissioner may re¬ 
quire. 

(b) Items to be retained by mort¬ 
gagee. The mortgagee shall retain all 
cash amounts held or deposited for the 
account of the mortgagor or to which 
it is entitled under the mortgage trans¬ 
action that have not been applied in re¬ 
duction of the principal mortgage in¬ 
debtedness. 

§ 203.366 Conveyance of marketable 
title. 

The mortgagee shall tender to the 
Commissioner a satisfactory conveyance 
of title and transfer of possession of the 
property. The deed or other Instru¬ 
ment of conveyance shall convey good 
marketable title to the property, which 
shall be accompanied by title evidence 
satisfactory to the no mmiMiAnff 

8 203.367 Content* of deed and *tsim¬ 
porting document*. 

The deed a n d supporting accompany¬ 
ing documents shall be as follows: 

<a) Deed , A deed conveying the prop¬ 
erty to the Federal Housing Commis¬ 
sioner. The deed shall: 

(1) Contain covenants which warrant 
title against acts of the grantor, and all 
claiming by, through, or under said 
grantor, if the grantor is the mortgagee 
or mortgagor; If the grantor is a party 
other than the mortgagee or mortgagor, 
the special warranty covenants may be 
limited or amended to accord with tlve 
law of the particular Jurisdiction. 

(2) Recite nominal consideration, If 
such recital Is adequate under the laws 
of the State in which the property Is 
located or such other consideration as 
may be necceasary to support the deed. 

(b) Maps or surveg. A map or dia¬ 
gram showing property location with ref¬ 
erence to public streets or roads or a 
surv ey, if available. When a part of the 
property has been taken by condemna¬ 
tion proceedings or c o nve yan ce in lieu 
of condemnation, a map or diagram 
showing the part taken and the property 
remaining Is required. 

<c) Credit documents . The original 
credit and security instruments. If avail¬ 
able or a deficiency judgment. If any. 
duly assigned or endorsed by the mort¬ 
gagee, without recourse, to the Commis¬ 
sioner. 

Condition of Pbopott 
§ 203.375 Property condition. 

(a) When the property Is transferred, 
or a mortgage is assigned to the Com¬ 
missioner. the property shall be undam¬ 
aged by fire, earthquake, flood, or tor¬ 
nado, except as set forth In this subpart. 
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(b) The mortgagee shall not be liable 
for damage to the property by waste In 
connection with mortgage insurance 
claims paid on or alter July 2, 1968. 

§203.376 [Reserved] 

§ 203.377 [Reserved] 

§ 203.378 [Reserved] 

§ 203.379 Adjustment for fire, flood, 
earthquake or tornado damage. 

If the property has been damaged by 
Are. flood, earthquake, or tornado, such 
damage shall be repaired prior to con¬ 
veyance of the property to the Commis¬ 
sioner, except in the following instances: 

(a) If the prior approval of the 
Commissioner is obtained, the damaged 
property may be conveyed to him or the 
mortgage assigned to him and he shall 
deduct from the Insurance benefits his 
estimate of the cost of repairing such 
damage or any insurance recovery re¬ 
ceived by the mortgagee, whichever 
amount is the greater. 

(b) If the property has been damaged 
by fire and such property was not cov¬ 
ered by fire insurance at the time of the 
damage, the mortgagee may convey the 
property or assign the mortgage to the 
Commissioner without deduction from 
the insurance benefits for any loss oc¬ 
casioned by such Are if the following 
conditions arc met: 

(1) The property shall have been 
covered by Are insurance at the time the 
mortgage was Insured. 

<2) The Are insurance shall have been 
later canceled or renewal shall have been 
refused by the insuring company. 

(3) The mortgagee shall have notl- 
fled the Commissioner within 30 days (or 
within such further time as the Commis¬ 
sioner may approve) of the cancellation 
of the Are Insurance or of the refusal of 
the insuring company to renew the Are 
insurance. Tills notification shall have 
been accompanied by a ccrtiAcatlon of 
the mortgagee that diligent efforts were 
made, but It was unable to obtain Are 
insurance coverage at reasonably com¬ 
petitive rates and that it will continue its 
efforts to obtain adequate Are Insurance 
coverage at competitive rates. 

(c) The provisions in paragraph (b) of 
this section shall be applicable with re¬ 
spect to the insurance of all mortgages 
whether insured prior to May 8. 1968. or 
insured on or after such date. 

§ 203.380 Ortiftcalc of property con¬ 
dition. 

The mortgagee shall cither certify that 
as of the date of the Aling for record of 
the deed, or assignment of the mortgage 
to the Commissioner, the property was 
undamaged by Are. flood, earthquake, 
or tornado, or shall describe the damage 
to such property resulting from such 
hazards as of such date. In the absence 
of evidence to the contrary, the mort¬ 
gagee’s certificate or description of the 
damage shall be accepted by the Com¬ 
missioner as establishing the condition 
of the property, as of the date of the 
flling of the deed or assignment of the 
mortgage. 
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§ 203.381 Occupancy of property. 

Unless otherwise approved by the Com¬ 
missioner the mortgagee shall certify 
that the property is vacant and does not 
contain any personal property as of the 
date of the Aling for record of the deed 
to the Commissioner. This section shall 
not apply to a mortgage assigned to the 
Commissioner. 

§ 203.382 Cancellation of bastard in»ur- 
anre. 

The mortgagee shall cancel any hazard 
Insurance policy as of the date of the 
Aling for record of the deed to the Com¬ 
missioner subject to the following con¬ 
ditions: 

(a) The amount of the return pre¬ 
mium due the mortgagee because of such 
cancellation may be calculated on a 
"short-rate" basis and reported on fiscal 
data supporting the application for 
debentures and the amount shall be de¬ 
ducted from the total amount claimed. 

(b) If the mortgagee's calculation of 
the return premium is less than the ac¬ 
tual return, the amount of the difference 
between the Actual refund and the cal¬ 
culated amount shall be remitted to the 
Commissioner, accompanied by the car¬ 
rier’s or agent’s statement. 

(c) If the mortgagee’s calculation of 
the return premium is more than the 
actual return, the mortgagee may Ale 
with the Commissioner a claim, sup¬ 
ported by the carrier’s or agent’s state¬ 
ment of the amount of the refund, 
whereupon the Commissioner shall issue 
a check to the mortgagee in settlement 
of the claim. 

Pkopzpty Title Transfers and Title 
Waivers 

§ 203.385 Typra of satisfactory title 
evidence. 

The following types of title evidence 
shall be satisfactory to the Commis¬ 
sioner: 

(a) Fee or owner's title policy. A fee 
or "owner’s policy of title insurance, a 
guaranty or guarantee of title, or a 
certiAcate of title, issued by a title com¬ 
pany, duly authorized by law and quall- 
Aed by experience to issue such instru¬ 
ments. If an owner’s policy of title 
Insurance is furnished, it shall show title 
in the Commissioner and inure to the 
beneAt of his successors in office. 

(b) Mortgagee's policy of title insur¬ 
ance. A mortgagee's policy of title in¬ 
surance supplemented by an Abstract 
and an Attorney's CertiAcate of Title 
covering the period subsequent to the 
date of the mortgage, the terms of the 
policy shall be such that the liability of 
the title company will continue In favor 
of the Commissioner after title is con¬ 
veyed to him. The policy may be drawn 
in favor of the mortgagee and the Fed¬ 
eral Housing Commissioner, "as their 
Interests may appear", with the consent 
of the title company endorsed thereon; 

(c) Abstract and legal opinion. An 
abstract of title prepared by an abstract 
company or Individual engaged in the 
business of preparing abstracts of title 
and accompanied by the legal opinion as 


to the quality of such title signed by an 
attorney at law experienced In examina¬ 
tion of titles. If title evidence consists 
of an Abstract and an Attorney’s Certif¬ 
icate of Title, the search shall extend 
for at least forty years prior to the date 
of the CertiAcate to a well recognized 
source of good title; 

(d) Torrens of similar certificate . A 
Torrens or similar title certiAcate; or 

(e) Title standard of U.S. or state 
government . Evidence of title conform¬ 
ing to the standards of a supervising 
branch of the Government of the United 
States or of any State or Territory 
thereof. 

§ 203.386 Coverage of title evidence. 

Evidence of title shall be executed as 
of a date to include the recordation of 
the deed to the Commissioner. The evi¬ 
dence of title shall show that according 
to the public records, there are not. at 
such date, any outstanding prior liens, 
including any past-due and unpaid 
ground rents, general taxes or special 
assessments. 

§ 203.387 Acceptability of cti»tomnrr 
title evidence. 

If the title and title evidence are such 
as to be acceptable to prudent lending 
institutions and leading attorneys gen¬ 
erally in the community In which the 
property Is situated, such title and title 
evidence shall be satisfactory to the 
Commissioner and shall be considered by 
him as good and marketable. 

§ 203.389 Waived title objections. 

The Commissioner shall not object to 
title by reason of the following matters: 

(a) Violations of a restriction based 
on race, color or creed, even where such 
restriction provides for a penalty of 
reversion or forfeiture of title or a lien 
for liquidated damage. 

<b> (D Customary easements for 
public utilities, party walls, driveways, 
and other purposes. 

(2) Easements for public utilities 
along one or more of the property lines 
and extending not more tlmn 10 feet 
therefrom and for drainage or Irrigation 
ditches along the rear 10 feet of the 
property, provided the exercise of the 
rights thereunder do not interfere with 
any of the buildings or improvements lo¬ 
cated on the subject property. 

(c) Easements for underground con¬ 
duits which are in place and do not ex¬ 
tend under any buildings on the subject 
property; 

<d) Mutual easements for Joint drive¬ 
ways constructed partly on the subject 
property and partly on adjoining prop¬ 
erty, provided the agreements creating 
such easements are of record; 

(e) Encroachments on the subject 
property by improvements on adjoining 
property where such encroachments do 
not exceed 1 foot, provided such en¬ 
croachments do not touch any buildings 
or interfere with the use of any improve¬ 
ments on the subject property: 

(f) Encroachments on adjoining 
property by eaves and overhanging pro¬ 
jections attached to improvements on 
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subject property where such encroach¬ 
ments do not exceed 1 foot. 

(g) Encroachments on adjoining prop¬ 
erty by hedges, wooden or wire fences 
belonging to the subject property; 

(h) Encroachments on adjoining prop¬ 
erty by driveways belonging to subject 
property where such encroachments do 
not exceed 1 foot, provided there exists 
a clearance of at least 8 feet between the 
buildings on the subject property and 
the property line affected by the 
encroachment; 

(I) Variations between the length of 
the subject property lines as shown on 
the application for insurance and as 
shown by the record or possession lines, 
provided such variations do not inter¬ 
fere with the use of any of the improve¬ 
ments on the subject property and do not 
involve a deficiency of more than 2 per¬ 
cent with respect to the length of the 
front Une or more than 5 percent with 
respect to the length of any other line; 

(J) Encroachments by garages or Im¬ 
provements other than those which are 
attached to or a portion of the main 
dwelling structure over easements for 
public utilities, provided such encroach¬ 
ment does not interfere with the use of 
the easement or the exercise of the rights 
of repair and maintenance in connection 
therewith; 

(k) Violations of cost or set beck re¬ 
strictions which do not provide a penalty 
of reversion or forfeiture of title, or a 
lien for liquidated damages which may 
be superior to the lien of the insured 
mortgage. Violations of such restric¬ 
tions which do provide for such pen¬ 
alties. provided such penalty rights have 
been duly released or subordinated to the 
lien of the insured mortgage, or provided 
a policy of title insurance is furnished 
expressly insuring the Commissioner 
against loss by reason of such penalties. 

(l) Customary building and use re¬ 
strictions which; 

(1) Are coupled with a reversionary 
clause, provided there has been no viola¬ 
tion prior to the date of the deed to the 
Commissioner; or 

(2) Are not coupled with a reversion¬ 
ary clause and have not been violated to 
a material extent. 

(m) Outstanding oil, water or mineral 
rights (or damage caused by the exer¬ 
cise of such rights) which ore custom¬ 
arily waived by prudent leading insti¬ 
tutions and leading attorneys in the 
community. 


(a) The voluntary or Involuntary con¬ 
veyance of a part of the subject property 
pursuant to condemnation proceedings 
or in lieu of condemnation proceedings. 
If* 


(1) The part conveyed docs not exceed 
10 percent by area of the property; 

(2) No damage to existing structures, 
improvements, or unrepaired damage to 
sewage, water, or paving has been suf¬ 
fered; 

(3) All of the payment received as 
compensation for the taking by con¬ 
demnation or conveyance in lieu of con¬ 
demnation has been applied to reduction 
of the mortgage indebtedness; 


(4) The conveyance occurred subse¬ 
quent to insurance of the mortgage; and 

(5) There Is included with the docu¬ 
ments and information furnished the 
Commissioner with the application for 
insurance benefits, a statement by the 
mortgagee that the requirements of this 
paragraph have been met. 

§ 203.390 Waiver of tille—mortgagra or 
properly formerly held by the 
Secretary. 

(a) Mortgages sold by the Secretary . 
(1) If the Secretary sells a mortgage and 
such mortgage Is later reassigned to him 
or the property covered by such mortgage 
Is later conveyed to him. he will not ob¬ 
ject to title by reason of any lien or 
other adverse Interest that was senior to 
the mortgage on the date of the original 
sale of such mortgage. 

(2) The Secretary will accept an as¬ 
signment of a mortgage previously sold 
by him, where the mortgagee Is unable to 
complete foreclosure because of a defect 
In the mortgage instrument, a defect in 
the mortgage transaction, or a defect In 
title which existed at or prior to the time 
the mortgage assignment was filed for 
record. In such instances, the Secretary 
will not object to title by reason of any 
such defect. 

(b) Property sold by the Secretary. 
(1) If a property held by the Secretary Is 
sold by him and he insures a mortgage 
financing such sale, and such mortgage 
is later reassigned to him or the property 
covered by such mortgage Is later con¬ 
veyed to him, he will not object to title 
by reason of any Hen or other adverse 
interest that was senior to the mortgage 
on the date such mortgage was filed for 
record. 

(2) The Secretary will accept an as¬ 
signment of a mortgage executed in con¬ 
nection with the sale of property by him, 
where the mortgagee is unable to com¬ 
plete foreclosure because of a defect in 
the mortgage instrument, a defect in 
the mortgage transaction, or a defect in 
title which existed at or prior to the time 
the mortgage was filed for record. In 
such instances, the Secretary will not 
object to title by reason of any such 
defect. 

§ 203.391 Title objection waiver with 
reduced insurance benefits. 

Payment of an Insurance claim will 
not be refused solely because the title 
evidence reveals a condition of title not 
taken into consideration in the original 
appraisal and not covered by the pro¬ 
visions of 1203.389, or not otherwise 
waived in writing by the Commissioner. 
In such instances, the claim will be paid 
if the mortgagee agrees to accept a re¬ 
duction in Insurance benefits considered 
adequate by the Commissioner to com¬ 
pensate for any anticipated loss to the 
Mutual Mortgage Insurance Fund as a 
result of the existence of the title con¬ 
dition at the time of claim. 

Payment or Insurancx Benefits 
§ 203.100 Method of payment. 

If the application for insurance bene¬ 
fits Is acceptable to the Commissioner, 


payment of the insurance claim shall be 
made in cash, in debentures or in a com¬ 
bination of both, as determined by the 
Commissioner at the time of payment, 
except that where the mortgage is in¬ 
sured pursuant to section 223(e) of the 
Act such claim shall be paid in cash from 
the Special Risk Insurance Fund, unless 
the mortgagee files a written request 
with the application for payment in de¬ 
bentures. If such a request Is made, the 
items as set forth In S 203.403. 

§ 203.101 Amount of payment—con¬ 
veyed properties. 

The amount of the Insurance benefits 
shall bo determined by adding to the 
original principal of the mortgage (as 
increased by the amount of open-end ad¬ 
vances made by the mortgagee and ap¬ 
proved by the Commissioner) which was 
unpaid on the date of the institution of 
foreclosure proceedings, on the date of 
the acquisition of the property otherwise 
after default, or on the date the property 
was acquired by the Commissioner un¬ 
der a direct conveyance by the mort¬ 
gagor. the amount of all payments made 
by the mortgagee and allowances for 
Items as set forth in g 203.402, less oil 
items as set forth in ? 203.403. 

g 203.402 Items included in pnyment— 
conveyed properties. 

The insurance benefits paid in con¬ 
nection with properties conveyed to the 
Commissioner shall include the follow¬ 
ing items: 

(a) Taxes, ground rent and water 
rates, which are liens prior to the 
mortgage; 

(b) Special assessments, which are 
noted on the application for insurance 
of which become liens after the insur¬ 
ance of the mortgage; 

(c) Hazard Insurance on the mort¬ 
gaged property; 

(d) MIP or open-end insurance 
charges; 

(e) Taxes imposed upon any deeds or 
other instruments by which said prop¬ 
erty was acquired by the mortgagee and 
transferred or conveyed to the Commis¬ 
sioner; 

(f) Foreclosure costs or costs of acquir¬ 
ing the property otherwise (including 
costs of acquiring the property by the 
mortgagee and of conveying and evidenc¬ 
ing title to the property to the Secretary) 
actually paid by the mortgagee and ap¬ 
proved by the Commissioner, In an 
amount not in excess of two-thirds of 
such costs or $75, whichever Is tho 
greater. Where the foreclosure involves 
a mortgage sold by the Secretary on or 
after August 1, 1969, or a mortgage ex¬ 
ecuted in connection with the sale of 
property by the Secretary on or after 
such date, the mortgagee shall be reim¬ 
bursed (in addition to the amount deter¬ 
mined under the foregoing) for any 
extra costs incurred in the foreclosure as 
a result of a defect In the' mortgage In¬ 
strument, or a defect In the mortgage 
transaction or a defect in title which 
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existed at or prior to the time the mort¬ 
gage (or its assignment by the Secre¬ 
tary) was filed for record. If the mort¬ 
gagee establishes to the satisfaction of 
the Commissioner that such extra costs 
aro over and above those customarily 
incurred In the area. 

(g) Reasonable payments made by the 
mortgagee, with the approval of the 
Commissioner, for the purpose of pro¬ 
tecting, operating, or preserving the 
property: 

<h) Any uncollected mortgage Interest 
allowed pursuant to an approved for¬ 
bearance plan; 

(l) An amount which the Commis¬ 
sioner finds to be sufficient to compen¬ 
sate the mortgagee for any loss which It 
may have sustained on account of in¬ 
terest on debentures and the payment of 
any MIP and open-end insurance charge 
by reason of its having poetponed the 
institution of foreclosure proceedings or 
the acquisition of the property by other 
means under a mortgage to which the 
provisions of sections 302 and 306 of the 
Soldiers’ and Sailors’ Civil Relief Act of 
1940. as amended, apply during any part 
or all of the period of the mortgagor's 
military service and three months there¬ 
after* 

(J) Charges for the administration, 
operation, maintenance or repair of 
community-owned property or the main¬ 
tenance and repair of the mortgaged 
property paid by the mortgagee with 
respect to which It certifies to the Com¬ 
missioner that payment was made for 
the purpose of discharging an obligation 
arising out of a covenant filed for record 
and approved by the Commissioner prior 
to the Insurance of the mortgage. 

(k) An amount equivalent to the de¬ 
benture Interest which would have been 
earned on the portion of the Insurance 
benefits paid In cash, as of the date such 
payment is made, except that when the 
mortgagee fails to meet any one of 
the applicable requirements of 55 203.355, 
203,356. 203.359, 203.360, and 203.365 of 
this chapter within the specified time 
and in a manner satisfactory to the Com¬ 
missioner (or within such further time 
as the Commissioner may approve In 
wilting), the Interest allowance in such 
cash payment shall be computed only 
to the date on which the particular re¬ 
quired action should have been taken 
or to which it was extended. 

§203.403 Items deducted from pay¬ 
ment-conveyed properties* 

There shall be deducted from the total 
of the added Items In 55 203.401 and 
203.402 the following cash items: 

<a> All amounts received by the mort¬ 
gagee on account of the mortgage after 
the institution of foreclosure proceed¬ 
ings or the acquisition of the property by 
direct conveyance or otherwise after 
default. 

(b) All amounts received by the mort¬ 
gagee from any source relating to the 
property on account of rent or other 
income after deducting reasonable ex¬ 
penses Incurred In handling the property. 

(c) All cash retained by the mortgagee 
Including amounts held or deposited for 


the account of the mortgagor or to 
which it Is entitled under the mortgage 
transaction that have not been applied 
in reduction of the principal mortgage 
indebtedness. 

§ 203AM Amount of payment— 
signed mortgages* 

Upon an acceptable assignment of a 
mortgage, the Commissioner shall pay 
to the mortgagee the unpaid principal 
balance of the loan at the time of assign¬ 
ment and an amount determined by: 

(a) Adding the following items: 

(1) Any accrued and unpaid mortgage 
Interest. 

(2) Any advances made under the 
mortgage and approved by the Com¬ 
missioner. 

(3) Reimbursement for such costa and 
attorney’s fees as the Commissioner finds 
were properly Incurred *n connection 
with the defaulted mortgage and its as¬ 
signment to the Commissioner. 

(4) An amount equivalent to the de¬ 
benture Interest which would have been 
earned on the portion of the Insurance 
benefits paid in cash, as of the date such 
payment Is made, except that when the 
mortgagee falls to meet any one of the 
requirements of 55 203.350a, 203.351. and 
203.353 of this chapter within the speci¬ 
fied time and In a manner satisfactory to 
the Commissioner (or within such fur¬ 
ther time as the Commissioner may ap¬ 
prove in writing), the interest allowance 
in such cash payment shall be computed 
only to the date on which the particular 
required action should have been taken 
or to which It was extended. 

(b) Deducting all cash retained by the 
mortgagee. Including amounts held or 
deposited for the account of the mort¬ 
gagor or to which It Is entitled under 
the mortgage transaction that have not 
been applied In reduction of the principal 
mortgage indebtedness. 

§ 203.105 Drbmtnrr Interest ratr. 

Debentures shall bear interest from 
the date of issue, payable semiannually 
on the first day of January and the first 
day of July of each year at the rate in 
effect as of the date the commitment was 
Issued, or as of the date the mortgage 
was endorsed for insurance, whichever 
rate is the higher. The following interest 
rates are effective for the dates listed: 


Effnrtlv* nits (pwtml) On or ofUr— Prior to— 


4H . Jan. 1,10*7 Jan. 1.!<** 

6*2 . Jan. i. IvtiS July I. I9W 

Stf_ July I.IHM Jan. 1,1070 

M . Jan. 1.1WD Joly 1,1070 

. July 1,1070 Jaru 1,1*1 

»4 . Jan. 1,107! July 1,1971 

9 .. July 1,1071 . . 


§ 203.406 Maturity of debenture*. 

Debentures shall mature 20 years from 
the date of Issue. 

§ 203.407 Registration of debenture*. 

Debentures shall be registered as to 
principal and interest. 

§ 203.108 Denomination of drbentarea. 

Debentures are available In denomi¬ 
nations of $50. $100, $500, $1,000. $5,000, 


and $10,000. The Commissioner shall Is¬ 
sue debentures In the largest available 
denominations unless otherwise re¬ 
quested by the mortgagee. 

§ 203.409 Redemption of debenture*. 

Debentures shall, at the option of the 
Commissioner and with the approval of 
the Secretary of the Treasury, be re¬ 
deemable at par plus accrued Interest on 
any semiannual interest payment date on 
three months' notice of redemption given 
In such manner as the Commissioner 
shall prescribe. The debenture Interest 
on the debentures called for redemption 
shall cease on the semiannual Interest 
payment date designated in the call no¬ 
tice. The Commissioner may Include 
with the notice of redemption an offer to 
purchase the debentures at par plus ac¬ 
crued Interest at any time during the 
period between the notice of redemption 
and the redemption date. If the deben¬ 
tures are purchased by the Co mmi s s ioner 
after such call and prior to the named 
redemption date, the debenture Inten d 
shall cease on the date of purchase. 

§ 203.410 fane date of debenture*. 

(a) Conveyed properties. Where the 
property Is conveyed to the Commi - 
sioner. debentures shall be dated: 

(1) If issued prior to September 2. 
1964, or issued on or after such date and 
a certificate of claim Is also Issued, as of 
one of the dates as follows: 

(1) The foreclosure proceedings were 
instituted: 

(II) The property was otherwise ac¬ 
quired by the mortgagee after defatilt; or 

(III) The property was acquired by the 
Commissioner, If directly conveyed to the 
Commissioner from the mortgagor. 

(2) If Issued on or after September 2. 
1964, and a certificate of claim is not 
Issued, as of the date of default as de¬ 
fined In this part. 

(3) As of the applicable date specified 
In subparagraph (1). if the insurance 
settlement Includes an allowance for un¬ 
collected interest pursuant to 5 203 341. 

(b) Assigned mortgages . Where the 
mortgage Is assigned to the Commis¬ 
sioner. debentures shall be dated as of 
the date of the assignment. 

§203.411 Ga*h •djuitmenl. 

Aliy difference of less than $50 between 
the amount of debentures to be Issued 
to the mortgagee and the total amount 
of the mortgagee’s claim, as approved by 
the Commissioner, shall be adjusted by 
the Issuance of a check In payment 
thereof. 

CSRCTFICATE OF CLAOC 

§ 203.415 Delivery of certificate of 
claim. 

(a) If the mortgage was accepted for 
Insurance pursuant to a commitment is¬ 
sued prior to September 2, 1964. the 
mortgagee may. by filing a written re¬ 
quest with the application for deben¬ 
tures. receive In addition to the deben¬ 
tures and the cash adjustment check, a 
certificate of claim issued in accordance 
with section 204(e) of the Act. This 
certificate shall become payable (If ** 
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all) as prescribed In section 204(f) of 
the Act. 

(b) If the mortgage was accepted for 
insurance pursuant to a commitment la- 
sued on or after September 2. 1964, no 
certificate of claim shall be Issued. 

§ 203.416 Amount and item* of certifi¬ 
cate of claim. 

The certificate shall be for an amount 
which the Commissioner determines to 
be sufficient to pay all amounts due un¬ 
der the mortgage and not covered by the 
amount of debentures and cash adjust¬ 
ment check. The certificate shall in¬ 
clude a reasonable amount for necessary 
expenses Incurred by the mortgagee In 
connection with the foreclosure proceed¬ 
ings or the acquisition of the mortgaged 
property otherwise and the conveyance 
thereof to the Commissioner. Including 
reasonable attorneys’ fees, unpaid Inter¬ 
est, and cost of repairs to the property 
made by the mortgagee to remedy the 
waste. 

§ 203.417 Rate of intercat of certificate 
of claim. 

Each certificate of claim shall provide 
that there shall accrue to the holder 
thereof with respect to the face amount 
of such certificate, an increment at the 
rate of 3 percent per annum. 

Mutual Mortgage Insurance Fund and 
Distributive Shares 

fi 203.420 Nature of Mutual Mortgage 
Insurance Fund. 

The Mutual Mortgage Insurance Fund 
shall consist of the General Surplus Ac¬ 
count and the Participating Reserve 
Account. 

6 203.421 Allocation of Mutual Mort¬ 
gage Insurance Fund income or loot. 

For any semiannual period in which 
Mutual Mortgage Insurance operations 
shall result In a net Income, or loss, the 
Commissioner shall allocate such net 
Income or such loss to the General Sur¬ 
plus Account and/or to the Participating 
Reserve Account as he may determine to 
be in accord with sound actuarial and 
accounting practice. In determining net 
income or loss the Commissioner shall 
take Into consideration all income re¬ 
ceived from fees, premiums and earnings 
on Investments of the fund, operating 
expenses and provision for losses of the 
fund. 

§ 203.422 Right and liability under 
Mutual Mortgage Insurance Fund. 

No mortgagor or mortgagee shall have 
any vested right in a credit balance in 
either the General Surplus Account or 
the Participating Reserve Account. No 
mortgagor or mortgagee shall be subject 
to any liability arising under the mutu¬ 
ality of the Mutual Mortgage Insurance 
Fund. 

S 203.423 Distribution of distributive 

•bares. 

In the event the contract of Insurance 
w terminated by reason of payment in 
full of the mortgage or by voluntary 
termination approved by the Commis¬ 


sioner, the Commissioner may distribute 
to the mortgagor a share of the Partici¬ 
pating Reserve Account In such manner 
and amount as the Commissioner shall 
determine to be equitable and In ac¬ 
cordance with sound actuarial and ac¬ 
counting practice. 

§ 203.424 Maximum amount of di*tribu- 
live ftliareft. 

In no event shall a distributive share 
of the Participating Reserve Account ex¬ 
ceed the aggregate scheduled annual 
premiums of the mortgagor to the year 
of termination of the insurance. 

§ 203.423 Finality of determination. 

The determination of the Commis¬ 
sioner as to the amount to be paid to any 
mortgagor from the Mutual Mortgage 
Insurance Fund shall be final and 
conclusive. 

§ 203.426 Inapplicability to housing In 
older declining urban area*. 

The provisions of H 203.420 through 
203.425 shall not apply to mortgages 
financing housing In declining urban 
areas meeting the requirements of 
S 203.43a. 

Sale. Assignment and Pledge or Insured 
Mortgage 

g 203.430 Sale of inlcre«U in insured 
mortgage*. 

No mortgagee may sell or otherwise 
dispose of any insured mortgage, or 
group of Insured mortgages, or any par¬ 
tial interest in such mortgage or mort¬ 
gages by means of any agreement, ar¬ 
rangement or device except pursuant 
to this subparl. 

g 203.431 Sale of insured mortgage to 
approxrd mortgagee. 

An Insured mortgage may be sold to 
another approved mortgagee. Upon 
such sale both the seller and the buyer 
shall notify the Commissioner within 30 
days, on a form prescribed by the 
Commissioner. 

g 203.432 Effect of *ale of injured 
mortgage. 

When an insured mortgage Is sold to 
another approved mortgagee, the buyer 
shall thereupon succeed to all the rights 
and become bound by all the obligations 
of the seller under the contract of In¬ 
surance and the seller shall be released 
from Its obligations under the contract 
of insurance. 

§ 203.433 Alignment*, pledget and 
transfers by approved mortgagee. 

(a) An assignment, pledge, or transfer 
of an Insured mortgage or group of In¬ 
sured mortgages, not constituting a final 
sale, may be made by an approved mort¬ 
gagee to another approved mortgagee 
provided the following requirements arc 
met: 

(1) The assignor, pledgor or transferor 
shall remain the mortgagee of record. 

(2) The Commissioner shall have no 
obligation to recognize or deal with any 
party other than the mortgagee of record 
with respect to the rights, benefits and 


obligations of the mortgagee under the 
contract of insurance. 

<b) An assignment or transfer of an 
insured mortgage or group of Insured 
mortgages may be made by an approved 
mortgagee to other than an approved 
mortgagee provided the requirements 
under paragraph (a) (1) and (2) are 
met and the following additional require¬ 
ments are met : 

11) The assignee or transferee shall 
be a corporation, trust or organization 
(including but not limited to any pension 
trust or profit-sharing plan) which cer¬ 
tifies to the approved mortgagee that: 

(1) It has assets of $100,000 or more; 
and 

<il) It has lawful authority to hold 
an Insured mortgage or group of Insured 
mortgages. 

(2) The assignment or transfer shall 
be made pursuant to an agreement under 
which the transferor or assignor Is ob¬ 
ligated to take one of the following al¬ 
ternate courses of action within 1 year 
from the date of the assignment or with¬ 
in such additional period of time as may 
be approved by the Commissioner: 

(1) The transferor or assignor shall 
repurchase and accept a reassignment 
of such mortgage or group of mortgages. 

(il> The transferor or assignor shall 
obtain a sale and transfer of such mort¬ 
gage or group of mortgages to an ap¬ 
proved mortgagee. 

(c) Notice to or approval of the Com¬ 
missioner Is not required in connection 
with assignments, pledges or transfers 
pursuant to this section. 

(8oc. 207. 52 St at, 10. as amended; 12 U.8.O. 
1713) 

§ 203.434 Declaration of traat. 

A sale of a beneficial Interest In a 
group of Insured mortgages, where the 
interest to be acquired is related to all 
of the mortgages as an entirety, rather 
than an interest In a specific mortgage, 
shall be made only pursuant to a decla¬ 
ration of trust, which has been approved 
by the Commissioner prior to any such 
sale. 

§ 203.433 Trmnftfcrt of partial interests. 

A partial Interest in an insured mort¬ 
gage may be transferred under a partici¬ 
pation agreement without obtaining the 
approval of the Commissioner, if the 
following conditions are met: 

(a) Principal mortgagee. The insured 
mortgage shall be held by an approved 
mortgagee which, for the purposes of 
this section, shall be referred to as the 
“principal mortgagee'*, 

(b) Interest of principal mortgagee . 
The principal mortgagee shall retain and 
hold for its own account a financial in¬ 
terest in the insured mortgage. 

(c) Qualification for holding partial 
interest. A partial Interest in an in¬ 
sured mortgage shall be issued to and 
held only by: 

(1) A mortgagee approved by the 
Commissioner; or 

(2) A corporation, trust or organiza¬ 
tion (including, but not limited to any 
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pension fund, pension trust, or profit- 
sharing plan) which certifies to the 
principal mortgagee that: 

(D It has assets of $100,000 or more: 
and 

(li) It has lawful authority to acquire 
a partial Interest in an Insured mortgage. 

<d> Participation agreement provi¬ 
sions. The participation agreement 
shall Include provisions that: 

(1) The principal mortgagee shall re¬ 
tain title to the mortgage and remain 
the mortgagee of record under the con¬ 
tract of mortgage insurance. 

(2) The Commissioner shall have no 
obligation to recognize or deal with any¬ 
one other than the principal mortgagee 
with respect to the rights, benefits and 
obligations of the mortgagee under the 
con tract of insurance. 

(3) The mortgage documents shall re¬ 
main in the custody of the principal 
mortgagee. 

(4) The responsibility for servicing the 
insured mortgages shall remain with the 
principal mortgagee. 

Insured Home Improvement Loans 
§ 203.140 Definitions. 

All of the definitions contained In 
{ 203.50 of this subchapter shall apply to 
{5 203.440 et seq. In addition the fol¬ 
lowing terms shall have the meaning 
indicated: 

<a) “Insured loan” means a loan 
which has been Insured as evidenced by 
the issuance of an Insurance Certificate 
or by the endorsement of the note for 
Insurance by the Commissioner. 

Cb) “Contract of Insurance" means 
the agreement evidenced by the Issuance 
of an Insurance Certificate or by the 
endorsement of the Commissioner upon 
the note given in connection with an In¬ 
sured loan. Incorporating by reference 
the regulations in 55 203.440 et seq. and 
the applicable provisions of the Act. 

(c) “Insurance premium’* means the 
loon Insurance premium paid by the 
financial Institution to the Commissioner 
in consideration of the contract of in¬ 
surance. 

(d) "Beginning of amortization* 
means the date one month prior to the 
date of the first monthly payment to 
principal and interest. 

(e) “Maturity” means the date on 
which the loan indebtedness would be 
extinguished if paid in accordance with 
periodic payments provided for In the 
original note and security instrument. 

(f) “Debentures” mean registered, 
transferable securities which are valid 
and binding obligations, uncondition¬ 
ally guaranteed as to principal and in¬ 
terest by the United States. 

§ 203.4-11 Iiwumnrc of loian. 

Upon compliance with a commitment, 
the Commissioner shall insure the loan 
evidencing the Insurance by the issuance 
of an Insurance Certificate or by an ap¬ 
propriate panel or endorsement placed 
on the original note, which will identify 
the regulations under which the loan is 
insured and the date of Insurance. 


§ 203.442 Contract created by Inwiranre 
Certificate or by endorsement. 

The loan is insured from the date of 
the issuance of an Insurance Certificate 
or from the date of the endorsement of 
the note. The Commissioner and the 
lender shall thereafter be bound by the 
Act and the regulations In 55 203.440 et 
seq. with the same force and to the same 
extent as if a separate contract had been 
executed relating to the insured loan. 

§ 203.443 Method of payment of insur¬ 
ance premium. 

The payment of any insurance pre¬ 
mium under 65 203.440 et seq. shall be 
made to the Commissioner by the lender 
either in cash or debentures at par plus 
accrued interest. 

g 203.444 Calculation of insurance pre¬ 
mium. 

The amount of any Insurance pre¬ 
mium shall be calculated in accordance 
with the amortization provisions of the 
loan without talcing into account delin¬ 
quent payments or prepayments. 

§ 203.446 Amount of initial insurance 
premium. 

The Initial insurance premium shall 
be In an amount equal to % percent of 
the average outstanding principal ob¬ 
ligation for the first year of amortization 
under the loan without taking into ac¬ 
count delinquent payments or prepay¬ 
ments. 

§ 203.447 Due date of initial insurance 
premium* 

The initial Insurance premium shall be 
paid on the first anniversary date of the 
beginning of amortization following the 
date on which the insurance becomes 
effective by the Issuance of an Insurance 
Certificate or by the endorsement of the 
note. 

8 203.448 Period covered by initial in- 
nurnncc premium. 

The Initial Insurance premium shall 
cover the period beginning with the date 
of the Issuance of an Insurance Certifi¬ 
cate or the date of the insurance endorse¬ 
ment and ending on the next anniversary 
of the beginning of amortization. Sub¬ 
sequent premium payments shall cover 
the twelve month period following each 
anniversary date. 

§ 203.449 Adjustment of Initial ln«nr- 
nnre premium* 

Regardless of whether the period cov¬ 
ered by the initial insurance premium is 
more or less than one year, payment 
shall be made to the Commissioner on 
account of the initial Insurance premium 
In an amount equal to % percent of the 
average outstanding principal obliga¬ 
tion for the first year of amortization 
under the loan. If such payment is less 
than percent or more than one per¬ 
cent of the outstanding principal bal¬ 
ance. without taking into account delin¬ 
quencies or prepayments, the initial in¬ 
surance premium shall be adjusted to 
accord with the prescribed limitations. 


If such payment is within the prescribed 
limitations no adjustment shall be made 
and the amount of the payment shall be 
paid to the Commissioner as the initio! 
insurance premium. 

§ 203.451 Pro ruin payment of Jnitinl 
imuranee premium. 

If termination of the contract of in¬ 
surance occurs before the due date of 
the Initial Insurance premium, the 
lender shall pay to the Commissioner 
the portion of the initial premium due 
to the first of the month following the 
effective termination date, which shall 
be computed from: 

(a) The beginning of amortization. If 

the issuance of an Insurance Certificate j 
or the endorsement of the note occurred 
within six months after the beginning of I 
amortization: or 

(b) The date of the issuance of an 
Insurance Certificate or the endorsement , 
of the credit Instrument, If cither oc¬ 
curred any time prior to the beginning I 
of amortization, or during the second 
half of any amortization year. 

§ 203.452 Amount of annual Imuran* r 
premium. 

After payment of the Initial insurance 
premium an annual insurance premium 
shall be paid In an amount equal to 
% percent of the average outstanding 
principal obligation for the 12-month 
period preceding the date on which the 
premium becomes payable, without tak¬ 
ing Into account delinquent payments 
or prepayments. 

§ 203.453 Due date of anmml fauuranrr 
premium. 

After payment of the initial insurance 
premium an annual Insurance premium 
shall be paid on each anniversary date 
of the beginning of amortization. 

g 203.454 Durnlion of annual ton run re 
premium. 

After payment of the initial insurance I 

premium, the lender shall pay an annual 
insurance premium to the Commissi oner 
until: 

(1) The loan is paid In full: or 

(2) The obligation is assigned to the 

Commissioner: or | 

(3) The contract of Insurance Is 
otherwise terminated with the consent 
of the Commissioner. 

§ 203.456 Pro rota payment of annual 

insurance premium. I 

(a) In general. If the contract of in¬ 

surance is terminated after the due date 
of the initial Insurance premium, the 
lender shall pay to the Commissioner 
a portion of the current annual Insur¬ 
ance premium prorated from the due 
date of the last annual Insurance pre- j 

mlum paid to the date the contract of j 

Insurance was terminated. 

(b) Computation of pro rata premium. 

For the purpose of computing the pro 
rata portion of the annual Insurance j 
premium, the date of termination of in¬ 
surance shall be the last day of the 
month in which: 



FEDERAL REGISTER, VOL. 36, NO 246—WEDNESDAY. DECEMBER 22, 1971 









RULES AND REGULATIONS 


< 1) The loan was prepaid: or 
(3) A voluntary termination request 
lr, received by the Commissioner, or 
(3) The contract of Insurance is 
otherwise terminated with the consent 
of the Commissioner. 

§ 203.457 Voluntary termination of 
contract. 

Upon request by the borrower and 
lender and submission of the Insurance 
Certificate for cancellation or the note 
for cancellation of the Insurance en¬ 
dorsement. the Commissioner may ter¬ 
minate the Insurance contract on the 
loan. 

§ 203.45S Termination by prepayment 
of loan. 

The contract of Insurance shall be 
terminated if the loon Is paid In full 
prior to Its maturity. 

g 203,459 Notice of termination by 
lender. 

No contract of Insurance shall be ter¬ 
minated until the lender has Riven 
written notice thereof to the Commis¬ 
sioner within 30 days from the occur¬ 
rence of one of the approved methods 
of termination set forth In gg 203.440 
et scq. 

g 203.462 Pro rata payment of premium 
before termination. 

No contract of Insurance shall be ter¬ 
minated until the lender has paid to the 
Commissi oner the pro rata portion of 
the current annual insurance premium. 

g 203.463 Notice and date of termina¬ 
tion by Commit* (oner. 

The Commissioner shall notify the 
lender that the contract of insurance 
has been terminated and the effective 
termination. The termination date 
shall be the last day of the month in 
which: 

(1) The loan was prepaid; or 
<2) A voluntary termination request 
is received by the Commissioner, or 
<3> The contract of insurance is 
otherwise terminated with the consent 
of the Commissioner. 

S 203.464 Effect of termination. 

Upon termination of the contract of 
Insurance, the obligation to pay any sub¬ 
sequent Insurance premium shall cease 
and all tights of the borrower and lender 
shall be terminated. 

S 203.466 Definition of default. 

If the borrower fails to make any 
payment, or to perform any other ob¬ 
ligation under the loan and such fail¬ 
ure continues for a period of 30 days, the 
loon shall be considered in default for 
the purposes of gg 203.440 et scq. 

I 203.467 Date of default. 

For the purposes of §g 203.440 et seq. 
the date of default shall be considered as 
30 days after— 

fa> The first uncorrected failure to 
Perform any obligation under the loan. 

or 

<b) The first failure to make a 
monthly payment which subsequent pay¬ 


ments by the borrower arc Insufficient to 
cover when applied to the overdue 
monthly payment in the order in which 
they became due. 

§ 203.46ft Notice of default. 

The lender shall, within 60 days after 
default as defined in gg 203.440 et seq. 
give written notice thereof to the Com¬ 
missioner, unless such default has been 
cured or unless the Commissioner has 
been notified of a previous default which 
remains un cured. 

§ 203.469 Reirolatcmcnt of defaulted 
loan. 

If after default and prior to assign¬ 
ment by the lender of the loan to the 
Commissioner, the borrower shall pay 
to the lender all monthly payments in 
default, written notice shall be given 
to the Commissioner within 30 days and 
the insurance shall continue as if such 
default had not occurred. 

g 203.471 Conditions of ipffitl for¬ 
bearance. 

In addition to any other relief which 
may be afforded in the event of default, 
the Commissioner may approve special 
forbearance relief with respect to any 
loon of the Commissioner— 

(a) Finds that default was due to clr- 
c urns lances beyond the borrower’s con¬ 
trol; and 

<b> Finds that It is probable that the 
loan will be restored to a current condi¬ 
tion within a reasonable period of time. 

§ 203.472 Relief for borrower in mili¬ 
tary acrvice. 

If the borrower is a person In military 
service, as defined In the Soldiers* and 
Sailors' Civil Relief Act of 1940, the 
lender may. by written agreement with 
the borrower, postpone for the period of 
military service, and three months there¬ 
after, any part of the monthly payment, 
which represents amortization of prin¬ 
cipal. The agreement shall contain a 
provision for the resumption of monthly 
payments thereafter in amounts which 
will completely amortize the obligation 
within its original maturity. The agree¬ 
ment shall in no way affect the amount 
of the annual insurance premium which 
shall continue to be calculated in accord¬ 
ance with the original amortization 
provisions of the loan. 

g 203.473 Election of action. 

Where & real estate mortgage, deed 
of trust, conditional sales contract, chat¬ 
tel mortgage, lien. Judgment, or any 
other security device has been used to 
secure the payment of a loan mode under 
the provisions of g 203.440 et seq. v the 
lender may not. except with the approval 
of the Commissioner, proceed against 
such security and also make claim un¬ 
der its contract of Insurance, but shall 
elect which method it desires to pursue. 

g 203.474 Maximum claim period. 

The claim shall be filed within one 
year from the date of default; or such 
additional period of time as may be ap¬ 
proved by the Commissioner if there is 
granted an extension of the one year 
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period within which claim shall be 
made. 

g 203.476 Claim application nod item# 
to be filed. 

The claim for reimbursement on an 
Insured loan shall be made upon an ap¬ 
plication form prescribed by the Com¬ 
missioner. The application shall be ac¬ 
companied by: 

(a) The fiscal data pertaining to the 
loan transaction as required by the fiscal 
data form. 

(b) Receipts covering all disburse¬ 
ments as required by the fiscal data 
form; 

(c) The original note and the security 
held, assigned to the Commissioner with¬ 
out recourse of warranty, except that no 
act or omission of the lender shall have 
impaired the validity and priority of such 
security; 

(d) Any hazard insurance policies 
held on property serving as security for 
the loon, together with a copy of the 
lender’s notification to the carrier au¬ 
thorizing the amendment of the loss 
payable clause substituting the Commis¬ 
sioner as the holder of the security. 

(e) The assignment to the Commis¬ 
sioner of all rights and interests arising 
under the loan, and all claims of the 
lender against the borrower or others 
arising out of the loan transaction; 

<f> Any title evidence held by the 
lender; 

(g) All property of the borrower held 
by the lender or to which it is entitled 
and. if payment is requested in deben¬ 
tures. all cash held by the lender or to 
which it is entitled. Including deposits 
made for the account of the borrower 
and which have not been applied In re¬ 
duction of the principal loan indebted¬ 
ness; 

(h) All records, ledger cards, docu¬ 
ments, books, papers and accounts re¬ 
lating to the loan transaction; 

(i) Any additional information or 
data which the Commissioner may re¬ 
quire. 

g 203.177 Certificate by lender whrn 
loan ittifnrd. 

At the time of the assignment of the 
loan, the lender shall certify to the Com¬ 
missioner that: 

(a) The amount stated in the instru¬ 
ment of assignment Is actually due and 
owing on the loan: 

<b) There are no offsets of counter¬ 
claims thereto, and the financial insti¬ 
tution has & good right to assign. 

§ 203.478 Payment of inanrnnrc bene¬ 
fits, 

(a) Claim computation , items in¬ 
cluded. Upon acceptable assignment of 
the note and security instruments, the 
Commissioner shall pay the lender an 
amount equal to the unpaid principal 
balance of the loan, plus: 

(1) Any accrued interest due as of the 
date of execution of the assignment of 
the loan to the Commissioner. 

(2) Any advances made previously 
under the provisions of the loan instru¬ 
ment and approved by the Commissioner. 
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<3) Reimbursement for such reason¬ 
able collection costs, court costs and at¬ 
torney’s fees as may be approved by the 
Commissioner. 

(4) Reimbursement for premiums paid 
on any hazard insurance policies held 
on the property. 

(5) If payment is made in cash, an 
amount equivalent to the debenture in¬ 
terest which would have been earned, as 
of the date insurance settlement occurs, 
except that where the lender falls to 
meet any one of the requirements of 
9$ 203.476 and 203.477 and such failure 
continues for more than 30 days (or such 
further time as the Commissioner may 
approve in writing), the dodenture in¬ 
terest shall be computed for 30 days or 
the extended period. 

(b) Claim computation , Items de¬ 
ducted. If the lender is to receive cash, 
there shall be deducted from the total 
of the added items in paragraph (a) any 
cash held by the lender or to which it is 
entitled including deposits made for the 
account of the borrower and which have 
not been applied in reduction of the prin¬ 
cipal loan indebtedness. 

(c> Method of payment. Payment of 
claim shall be made in the following 
manner: 

(1) Payment in cash. Unless a writ¬ 
ten request for payment in debentures is 
filed with the application, payment shall 
be made in cash. 

(2) Optional payment in debentures . 
Payment shall be made in debentures 
upon filing a written request with the 
application. 

(d) Special provision—payment in 
debentures. All of the provisions of 
99 203.479 through 203.487 of this subpart 
shall be applicable in connection with the 
payment in debentures of insurance 
benefits under this subpart. 

§ 203.179 Debenture intercM rule. 

Debentures shall bear interest from 
the date of issue, payable semiannually 
on the first day of January and the first 
day of July of each year at the rate in 
effect as of the date the commitment 
was issued, or as of the date the loan was 
endorsed for Insurance, whichever rate 
is the higher. The following interest 
rates are effective for the dates listed: 


EffecUro rat* (percent) 

On or after - 

Prior to— 

it/ . 

.. Jan. 1.10*7 

Jon. 1, IMS 

St::. . 

.. fan. t. itt* 
..July 1.1MJ0 
.. Jan. i,i*/:o 

July 1.1000 
Jan. 1.1V70 
July 1.1V70 

. .. 

ftU. 

.. July 1, P/70 
..Jan. t,W7t 

Jan. 1,1971 
July L, 1971 

.. 

.. Ju!y 1,1971 


§ 203.481 Maturity of debenture*. 

Debentures shall mature 10 years 
from the date of issue. 

§ 203.482 Registration of debenture*. 

Debentures shall be registered as to 
principal and interest. 

g 203.483 Denomination of debenture*. 

Debentures are available in denomina¬ 
tions of $50. $100, $500, $1,000. $5,000 


and $10,000. The Commissioner shall 
issue debentures in the largest available 
denominations unless otherwise request¬ 
ed by the lender. 

g 203.484 Redemption of debenture*. 

Debentures shall, at the option of the 
Commissioner and with the approval of 
the Secretary of the Treasury, be re¬ 
deemable at par plus accrued interest 
on any semiannual interest payment 
date on 3 months’ notice of redemption 
given in such manner as the Commis¬ 
sioner shall prescribe. The debenture 
interest on the debentures called for re¬ 
demption shall cease on the semiannual 
interest payment date designated in the 
call notice. The Commissioner may in¬ 
clude with the notice of redemption an 
offer to purchase the debentures at par 
plus accrued Interest at any time during 
the period between the notice of redemp¬ 
tion and the redemption date. If the 
debentures are purchased by the Com¬ 
missioner after such call and prior to 
the named redemption date, the deben¬ 
ture Interest shall cease on the date of 
purchase. 

§ 203.486 Iuue dale of debenture*. 

The debentures shall be issued as of 
the date of the execution of the assign¬ 
ment of the loan in accordance with the 
requirements of 9 203.476(c). 

g 203.487 Cash adjustment. 

Any difference of less than $50 be¬ 
tween the amount of debentures to be 
issued to the lender and the total amount 
of the lender’s claim, as approved by the 
Commissioner, shall be adjusted by the 
Issuance of a check in payment thereof. 

§ 203.488 Sale of Intent* in injured 
loan*. 

No lender may sell or otherwise dispose 
of any insured loan or group of insured 
loans, or any partial interest In such 
loan or loans by means of any agreement, 
arrangement or device except pursuant 
to this subpart. 

g 203.489 .Kile of Injured loan to ap¬ 
proved lender. 

An insured loon may be sold to another 
approved lender. Upon such sale both 
the seller and the buyer shall notify the 
Commissioner within 30 days, on a form 
prescribed by the Commissioner. 

§ 203.491 Effect of *«le of insured loan. 

When an insured loan Is sold to an¬ 
other approved lender, the buyer shall 
thereupon succeed to all the rights and 
become bound by all the obligations of 
the seller under the contract of Insurance 
and the seller shall be released from its 
obligations under the contract of 
Insurance. 

g 203.492 Alignment*, pledge* and 
tranafer* by approved lender. 

(a) An assignment, pledge or transfer 
of an insured loan or group of Insured 
loans, not constituting a final sale, may 
be made by an approved lender to an¬ 
other approved lender provided the fol¬ 
lowing requirements are met: 

(1) The assignor, pledgor or trans¬ 
feror shall remain the lender of record. 


(2) The Commissioner shall have no 
obligation to recognize or deal with any 
party other than the lender of record 
with respect to the rights, benefits and 
obligations of the lender under the con¬ 
tract of Insurance. 

(b) An assignment or transfer of an 
insured loan or group of insured loans 
may be made by an approved lender to 
other than an approved lender provided 
the requirements under paragraph (a) 
(1) and (2) arc met and the following 
additional requirements are met: 

(1) The assignee or transferee shall be 
a corporation, trust or organization ' In¬ 
cluding but not limited to any pension 
trust or profit-sharing plan) which certi¬ 
fies to the approved lender that: 

(1) It has assets of $100,000 or more; 
and 

(il) It has lawful authority to hold an 
Insured loan or group of insured loan*. 

(2) The assignment or transfer shall 
be made pursuant to an agreement undfT 
which the transferor or assignor is obli¬ 
gated to take one of the following alter¬ 
nate courses of action within one year 
from the date of the assignment or 
within such additional period of time as 
may be approved by the Commissioner: 

(1) The transferor or assignor shall 
repurchase and accept a reassignment of 
such loan or group of loans. 

<ii) The transferor or assignor shall 
obtain a sale and transfer of such loan ot 
group of loans to an approved lender 

(c) Notice to or approval of the Com¬ 
missioner Is not required in connection 
with assignments, pledges or transfers 
pursuant to this section. 

g 203.493 Declaration of tru»t. 

A sale of a beneficial interest in a 
group of insured loans, where the interest 
to be acquired is related to all of the 
loans as an entirety, rather than an 
Interest in a specific loan, shall be made 
only pursuant to a declaration of trust, 
which has been approved by the Com¬ 
missioner prior to any such sale. 

§ 203.495 Transfer* of partial interest*. 

A partial interest in an insured loan 
may be transferred under a participation 
agreement without obtaining the ap¬ 
proval of the Commissioner, if the fol¬ 
lowing conditions are met: 

(a) Principal mortagee. The insured 
loan shall be held by an approved lender 
which, for the purposes ot this section, 
shall be referred to as the "principal 
lender”. 

(b) Interest of principal lender. The 
principal lender shall retain and hold 
for its own account a financial Interest 
in the Insured loan. 

(c) Qualification for holding partial 
interest. A partial Interest In an Insured 
loan shall be Issued to and held only by: 

<1) A lender approved by the Com¬ 
missioner; or 

(2) A corporation, trust or organiza¬ 
tion (including, but not limited to any 
pension fund, pension trust, or profit- 
sharing plan) which certifies to the 
principal lender that: 

(1) It has assets of $100,000 or more; 
and 
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(11) It has lawful authority to acquire 
a partial Interest in an Insured loan. 

(d) Participation agreement provi¬ 
sions. The participation agreement 
ahall include provisions thAt: 

(1) The principal lender shall retain 
title to the loan and remain the lender 
of record under the contract of loan 
Insurance. 

(2) The Commissioner shall have no 
obligation to recognize or deal with any¬ 
one other than the principal lender with 
respect to the rights, benefits, and ob¬ 
ligations of the lender under the con¬ 
tract of Insurance. 

(3) The loan documents shall remain 
In the custody of the principal lender. 

(4) The responsibility for servicing 
the Insured loons shall remain with the 
principal lender. 

Extension or Tout 

§ 203.496 Aniom to be taken by mort¬ 
gagee or lender. 

With respect to any action required by 
the mortgagee or lender within a period 
of time prescribed by this subpart the 
Commissioner may extend such period. 

Amendments 

§ 203.499 Effect of amendment*. 

The regulations in this subpart may be 
Amended by the Commissioner at any 
time and from time to time. In whole or 
in part, but such amendment shall not 
adversely affect the interests of a mort¬ 
gagee or lender under the contract of 
insurance on any mortgage or loan al¬ 
ready Insured and shall not adversely 
affect the Interests of a mortgagee or 
lender on any mortgage or loan to be 
insured on which the Commissioner has 
made a commitment to insure. 
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Subpart A—Eligibility Requirements 
D e f i ni ti ons 
§ 203.1 Definition** 

As used In this subpart, the following 
terms shall have the meaning Indicated: 

(a) "Act" means the National Housing 
Act. 

(b) "Secretary” means the Secretary 
of Housing and Urban Development or 
his authorized representatives. 

(c) "Commissioner" means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representatives. 

(d) "Improvements" mean water 
lines and water supply Installations, 
sewer lines and sewage disposal Instal¬ 


lations; steam, gas, and electric lines 
and Installations; roads; streets; curbs; 
gutters; sidewalks; storm drainage fa¬ 
cilities; and other Installations or work, 
whether on or off the site of the mort¬ 
gaged property, which the Commis¬ 
sioner deems necessary or desirable to 
prepare land primarily for residential 
and related uses or to provide facilities 
for public or common use. Related uses 
may include Industrial uses, with sites 
for such uses to be In proper proportion 
to the size and scope of the develop¬ 
ments. The public or common facili¬ 
ties shall include only such buildings as 
are needed In connection with water 
supply or sewage disposal installations; 
or steam, gas, or electric lines or Instal¬ 
lations; and such buildings, other than 
schools, as the Commissioner considers 
appropriate, which are to be owned and 
maintained jointly by the property 
owners. 

(e) "Insured mortgage" means a 
mortgage insured by the endorsement of 
the credit Instrument by the Commis¬ 
sioner. 

(f) "Land development" means the 
process of making, installing, or con¬ 
structing improvements. 

(g) "Local public body" means a 
county, city, or other political subdivi¬ 
sion within which a land development 
project or part of such project Is estab¬ 
lished, and any other political subdivi¬ 
sion, public agency, or Instrumentality of 
one or more States, counties, or political 
subdivisions empowered under law to 
take or withhold any action required In 
connection with the establishment of 
such project 

(h) "Maturity date" means the date 
on which the mortgage Indebtedness 
would be extinguished If paid In accord¬ 
ance with the payments provided for In 
the mortgage. 

(1) ‘'Mortgage” means such a first lien 
upon real estate and other property as 
Is commonly given to secure advances on, 
or the unpaid purchase price of. real 
estate under the laws of the 8tate, dis¬ 
trict or territory in which the real estate 
Is located, together with the credit in¬ 
strument or Instruments, If any. secured 
thereby. 

<J> "Mortgagee" means the original 
lender under a mortgage, and its succes¬ 
sors and assigns, and includes the hold¬ 
ers of credit Instruments issued under a 
trust Indenture, mortgage or deed of 
trust pursuant to which such holders act 
by and through a trustee therein named. 

(k) "Mortgagor 1 ' means the original 
borrower under a mortgage and Us suc¬ 
cessors and assigns. 

<1) "Project" means the land develop¬ 
ment and Improvements which meet the 
land development criteria established by 
the Co mm i s sioner and which are to be 
paid for In part with proceeds of an In¬ 
sured mortgage or mortgages. 

<m) "8tate" Includes the several 
States, Puerto Rico, the District of Co¬ 
lumbia. Guam, and the Virgin Islands. 

(o) [ Reserved 1 

(p) "State" includes the several States. 
Puerto Rico, the District of Columbia, 
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Guam, the Trust Territory of the Pacific 
Islands, and the Virgin Islands. 

Preliminary Examination and 
Application 

§ 205.5 Preliminary examination. 

Prior to the filing of an application, 
the sponsor of a land development proj¬ 
ect shall request and be given an analysis 
of the proposed project. No fee shall be 
charged for the analysis. 

§ 205.7 Filing of application. 

An application for the Issuance of 
either a condition or firm commitment 
for insurance of a mortgage on a project 
shall be submitted by an approved mort¬ 
gagee and by the sponsors of such proj¬ 
ect through the local FHA office on an 
approved FHA form. No application shall 
be considered unless the information, 
documents, and exhibits required by the 
application are furnished. 

Fees and Charges 

§205.10 Application and commitment 
fees. 

(a) Application for conditional com¬ 
mitment. An application fee of $1.50 per 
thousand dollars of the amount of the 
mortgage applied for shall accompany 
the application for a conditional com¬ 
mitment. 

(b) Application for firm commitment. 
An application for a firm commitment 
shall be accompanied by the payment of 
an application tec of $1.50 per thousand 
dollars of the amount of the mortgage 
applied for. if such fee has not been pre¬ 
viously submitted. A commitment fee. In 
an amount which, when added to the 
application fee. will aggregate $4.50 per 
thousand dollars of the mortgage applied 
for. shall also be submitted with the 
application for a firm commitment. 

§205.12 Condition* of commitment. 

(a) Conditional commitment. The is¬ 
suance of a conditional commitment In¬ 
dicates completion of the Commissioner’s 
preliminary analysis of the project and 
constitutes an agreement by the Com¬ 
missioner, subject to specified terms and 
conditions, to accept an application for 
a firm commitment. 

(b) Firm commitment . The issuance 
of a firm commitment Indicates the Com¬ 
missioner’s approval of the application 
for Insurance and sets forth the terms 
and conditions upon which the mortgage 
will be insured 

(c) Types of firm commitment . The 
firm commitment may provide for the 
insurance of advances of mortgage 
money made during construction or may 
provide for the insurance of the mort¬ 
gage after completion of the Improve¬ 
ments. 

<d) Term of commitment. (1) A con¬ 
ditional commitment shall be effective 
for whatever term Is specified In the text 
of the commitment. 

(2) A firm commitment to insure ad¬ 
vances shall be effective for a period of 
not more than 180 days from the date of 
issuance. 

(3) A firm commitment to insure 
upon completion shall be effective for a 
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designated term within which the mort¬ 
gagor Is required to begin construction, 
and If construction Is begun as required, 
the commitment shall be effective for 
such additional period, estimated by the 
Commissioner, as will allow for comple¬ 
tion of construction. 

(4) The term of either a conditional 
or firm commitment may be extended in 
such manner as the Commissioner may 
prescribe. 

(e) Reopening of expired commit¬ 
ments. An expired conditional or firm 
commitment may be reopened If a re¬ 
quest for reopening is received by the 
Commissioner within 90 days of the ex¬ 
piration of the commitment. The re¬ 
opening request shall be accompanied by 
a fee of 50 cents per thousand dollars of 
the amount of the expired commitment. 
If the reopening request is not received 
by the Commissioner within the required 
90-day period, a new application, accom¬ 
panied by the required application and 
commitment fee, must be submitted. 

§ 205.17 Fro* on increase*. 

(a) Increase in firm commitment 
prior to endorsement . An application, 
filed prior to initial endorsement (or 
prior to endorsement in a case Involving 
insurance upon completion), for an in¬ 
crease In the amount of an outstanding 
firm commitment shall be accompanied 
by a combined additional application 
and commitment fee. This combined ad¬ 
ditional fee shall be In an amount which 
will aggregate $4.50 per thousand dollars 
of the amount of the requested increase. 

<b) Increase in mortgage hetioeen ini¬ 
tial and final endorsement. Upon an ap¬ 
plication. filed between Initial and final 
endorsement, for an increase in the 
amount of the mortgage, either by 
amendment or by substitution of a new 
mortgage, a combined additional applica¬ 
tion and commitment fee shall accom¬ 
pany the application. This combined ad¬ 
ditional fee shall be In an amount which 
will aggregate $4.50 per thousand dollars 
of the amount of the increase requested. 

§ 205.20 Transfer fee. 

Upon application for approval of a 
transfer of physical assets or the sub¬ 
stitution of mortgagors, a transfer fee of 
50 cents per thousand dollars shall be 
paid on the original face amount of the 
mortgage In all cases, except that a 
transfer fee shall not be paid where both 
parties to the transfer transaction are 
nonprofit organization. 

§ 205.22 He fund of fee*. 

If the amount of the commitment Is¬ 
sued or increase In mortgage granted Is 
less than the amount applied for, the 
Commissioner shall refund the excess 
amount of the application and commit¬ 
ment fees submitted by the applicant. If 
an application Is rejected before It Is as¬ 
signed for processing, or In such other 
instances as the Commissioner may de¬ 
termine, the entire application and com¬ 
mitment fees or any portion thereof m$y 
be returned to the applicant. The com¬ 
mitment and reopening fee may be re¬ 
funded. in whole or In part. If It is de¬ 


termined by the Commissioner that there 
Is a lack of need for the housing or that 
the construction or financing of the proj. 
ect has been prevented because of con¬ 
demnation proceedings or other legal 
action taken by a governmental body or 
public agency, or In such other instances 
as the Commissioner may determine A 
transfer fee may be refunded only in 
such instances as the Commissioner may 
determine. 

§ 205.25 Maximum fee* and charjrr. 

by mortgagee. 

The mortgagee may collect from the 
mortgagor the amount of the fees pro¬ 
vided for In this subpart. The mortgagee 
may also collect from the mortgagor an 
Initial service charge In on amount not 
to exceed 2 percent of the original prin¬ 
cipal amount of the mortgage, to reim¬ 
burse the mortgagee for the cost of 
closing the transaction. Any additional 
charges or fees collected from the mort¬ 
gagor shall be subject to prior approval 
of the Commissioner. 

Eligible Mortgagors 
§ 205.50 Eligible mortgagor*. 

(a) General requirements. In order 
to be eligible as a mortgagor under this 
subpart, the applicant must be a mort¬ 
gagor approved by the Commissioner, 
which is regulated or restricted by the 
Commissioner ns to capital structure, 
use of property and methods of opera¬ 
tion. A public body shall not be eligible 
for approval as a mortgagor. The reg¬ 
ulation or restriction of the mortgagor 
shall continue until the termination of 
all obligations of the Commissioner un¬ 
der the Insurance contract and during 
such further period of time as the Com¬ 
missioner shall be the owner, holder, or 
reinsurer of the mortgage. The regula¬ 
tion or restriction may be In the form of 
a regulatory agreement, corporate char¬ 
ter or such other means as the Commis¬ 
sioner may approve. 

(b) Special requirements — water or 
sewer systems. The owner of a privately 
or cooperatively owned water or sewer 
system may be approved es a mortgagor. 
Such mortgagor shall be regulated by 
the Commissioner with respect to capita* 
structure, methods of operation, rate of 
return, user rates and charges, and the 
terms and conditions of any sale or 
transfer. This regulation by the Com¬ 
missioner shall continue for the entire 
period of private or cooperative owner¬ 
ship or until the Commissioner is satis¬ 
fied that adequate provision exist*, 
through governmental regulation or 
other means, to protect the system users 
as to the methods of operation, rates, 
charges, and disposition of such system. 

Eligible Mortgagees 

§ 205.35 Vtwli (trillion of lender*. 

The provisions of li 203.1 through 
203.4 and 203.8 through 203.9 of thii 
chapter shall govern the eligibility, qual¬ 
ifications and requirements of mort¬ 
gagees under this subpart. 
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Eligible Mortgages 
§ 205.40 Mortgage form*. 

<a) Approval of forms . The mort- 
ffuge shall be executed upon a form ap¬ 
proved by the Commissioner for use In 
the Jurisdiction where the project is lo¬ 
cated. 

(b) Changes in form. No changes In 
the approved form shall be made without 
the prior written approval of the Com¬ 
missioner. 

§ 205.42 Eligibility of property. 

A mortgage to be eligible for Insurance 
shall be on real estate held: 

(a) In fee simple: or 

(b) Under a lease for not less than 99 
years which is renewable: or 

(c) Under a lease having a term which 
is determined by the Commissioner as 
sufficient to cover the period for develop¬ 
ment of the project plus the period nec¬ 
essary to meet the leasehold eligibility 
requirements for obtaining the FHA fi¬ 
nancing of the dwelling units to be con¬ 
structed upon completion of the project. 

§ 205.45 Mortgage lien. 

The mortgagor shall certify at the time 
application is made for the final insured 
advance of mortgage proceeds, with re¬ 
spect to that portion of the mortgaged 
property not released from the lien of the 
mortgage, that: 

(a) The mortgage is the first lien upon 
that portion of the project upon which 
the improvements (exclusive of those in¬ 
volving facilities intended for public use 
that are in public ownership) have been 
made or constructed. 

(b) The property upon which the im¬ 
provements have been made or con¬ 
structed is covered by a mortgage which 
Is free and clear of all liens other than 
the insured mortgage and such other 
liens as may be approved by the Com¬ 
missioner: and 

(c) There will not be outstanding any 
other unpaid obligations In connection 
with the mortgage transaction, the pur¬ 
chase of the mortgaged property, or the 
improvements which have been made or 
constructed, except obligations approved 
by the Commissioner. 

§ 205.47 Mortgage amortization anil 
maximum maturity. 

(a) The mortgage shall contain amor¬ 
tization or sinking fund provisions satis¬ 
factory to the Commissioner. 

(b) The mortgage shall have a matur¬ 
ity not to exceed 10 years from the date 
of initial endorsement or such longer ma¬ 
turity as the Commissioner deems rea¬ 
sonable in each of the following 
instances: 

(1) In the case of a privately owned 
system for water or sewage. 

( 2) in the case of a new community 
meeting the requirements of 9 205,86. 

<3) in a case where the Commissioner 
determines that unusual or unforseen 
circumstances make such longer ma¬ 
turity necessary In order to avoid undue 
hardship to the mortgagee. 

$ 205.50 Maximum intercut rate. 

The mortgage shall bear interest at 
to® rate agreed upon by the mortgagee 
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and Uie mortgagor, which rate shall not 
exceed 7 percent, except that where a 
letter inviting submission of an applica¬ 
tion for commitment was issued by the 
Secretary before February 18. 1971, or 
an application for commitment was re¬ 
ceived by the Secretary before Febru¬ 
ary 18. 1971, the mortgage may bear In¬ 
terest at the maximum rate in effect at 
the time of Issuance of the letter or 
receipt of the application. 

§ 205.52 Maximum mortgage amouut—» 
dollar limitation. 

A mortgage or the total principal obli¬ 
gation of all mortgages for any one proj¬ 
ect shall at no time exceed $25 million. 

§ 200.55 Maximum mortgage amount— 
loan-to-value limitation. 

A mortgage shall Involve a principal 
obligation not In excess of the lesser of 
the following: 

(a) 75 percent of the Commissioner's 
estimated value of the property covered 
by the mortgage security as of the com¬ 
pletion of the development to be financed 
with assistance under this part: or 

(b) 50 percent of the Commissioner's 
estimated value of the land before devel¬ 
opment plus 90 percent of the Commis¬ 
sioner's estimated cost of such develop¬ 
ment. 

§ 205.57 Unitin'il mortgage amount— 
IntRoholdn. 

In the event the mortgage is on a 
leasehold estate rather than on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage is based is the value or replacement 
cost of the property in fee simple re¬ 
duced by an amount equal to the capi¬ 
talized value of the ground rent. 

§ 205.60 Application of payment*. 

The mortgage shall contain a provision 
satisfactory to the Commissioner, setting 
forth the manner in which the mort¬ 
gagee shall apply payments. No pre¬ 
payment penalty will be permitted. 

§ 205.62 Standard for acceptability. 

In order for a mortgage to be accept¬ 
able for insurance, the property or proj¬ 
ect shall represent a good mortgage In¬ 
surance risk. 

§ 205.65 Zoning, deed or building 
restriction*. 

The project when completed shall not 
violate any material zoning or deed re¬ 
strictions applicable to the project site, 
and shall comply with all applicable 
building and other governmental regula¬ 
tions and requirements. 

§ 205.67 finance of bond* *ccurcd by 
trust indenture. 

In the event that bonds or other obli¬ 
gations are to be Issued as a part of the 
Insured mortgage transaction, the form 
of bonds and the form of trust Indenture 
shall be subject to the approval of the 
Commissioner, and shall be subject to 
all of the following conditions: 

(a) The Trustee shall be an approved 
mortgagee authorized to act in a fiduci¬ 
ary capacity. 
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(b) The Trustee shall be the holder of 
record of the Insured mortgage (repre¬ 
sented by the trust indenture) and shall 
be authorized to act on behalf of the 
holders of the bonds or other obligations 
In all matters concerning the mortgage 
insurance contract. 

(c) The holders of the bonds shall look 
solely to the Trustee for the benefits of 
the contract of mortgage Insurance. 
The trust Indenture shall expressly au¬ 
thorize the Commissioner to make pay¬ 
ment of any insurance claim to the 
Trustee, without liability or accounta¬ 
bility to the bondholders to see to the 
application of the mortgage Insurance 
contract benefits. 

(d) The bonds or other obligations 
shall be Issued only to holders meeting 
one of the following qualifications: 

(1) A mortgagee approved by the 
Commissioner. 

(2) A pension or retirement fund or a 
profit-sharing plan, having lawful au¬ 
thority to acquire the bonds or other 
obligations, which fund is maintained 
and administered by a corporation or by 
a governmental agency or by a trustee 
or trustees. 

(3) A charitable or nonprofit organi¬ 
zation. 

Commitment to Insure 
§ 205.70 Issuance of commitment. 

Upon approval of an application for 
insurance, a commitment shall be is¬ 
sued by the Commissioner setting forth 
the terms and conditions upon which the 
mortgage will be Insured. 

§ 205.72 Type* of commitment* 

The commitment may provide for the 
insurance of advances during construc¬ 
tion or for insurance upon completion. 

§ 205.73 Term of commitment. 

If the commitment fee is paid as re¬ 
quired, a commitment shall have a term 
which is determined as follows: 

(a) A commitment to insure advances 
shall be effective for a period of not more 
than 180 days from the date of issuance. 

(b) A commitment to Insure upon 
completion shall be effective for a desig¬ 
nated term within which the mortgagor 
is required to begin construction, and if 
construction is begun as required, the 
commitment shall be effective for such 
additional period, estimated by the Com¬ 
missioner. as will allow for completion 
of construction. 

(c) The term of a commitment may be 
extended in such manner as the Commis¬ 
sioner may. from time to time, prescribe. 

(d) If the payment of a commitment 
fee Is not received by the Commissioner 
within 30 days after the dote of Issuance 
of a commitment, the commitment shall 
expire on the 30th day. 

§ 205.75 Itropfning of rxplrrd rom- 
mitment. 

An expired commitment may be re¬ 
opened If a request for reopening is re¬ 
ceived by the Commissioner within 00 
days of the expiration of the commit¬ 
ment The reopening request shall be 
accompanied by a fee of 50 cents per 
thousand dollars of the amount of the 
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expired commitment. A commitment 
which has expired because of failure to 
pay the commitment fee may be reopened 
only upon payment of the co mm i tm ent 
fee and the reopening fee. If the reopen¬ 
ing request Is not received by the Com¬ 
missioner within the required 90-day 
period, a new application, accompanied 
by an application fee. shall be submitted. 
If a commitment for an Increased 
amount has expired because of failure 
to pay an additional commitment fee 
based on the amount of the Increase, the 
reopening fee shall be computed on the 
basis of the amount of the commitment 
increase rather than on the amount of 
the original commitment* 

§ 203.77 Extension of roromltiurnt. 

Where the mortgagee has failed to take 
action within the period of time re¬ 
quired in order to prevent the expiration 
of a commitment or In order to reopen 
an expired commitment, the Commis¬ 
sioner may extend such period and may 
retroactively reinstate or reopen such 
commitment. 

Insurance or Advances 
§ 203.80 Building loan ogrcrnicnl. 

Prior to the Initial endorsement of the 
mortgage for Insurance, the mortgagor 
and the mortgagee shall execute a build¬ 
ing loan agreement, approved by the 
Commissioner, setting forth the terms 
and conditions under which progress 
payments may be advanced during con¬ 
struction. To be covered by mortgage In¬ 
surance, each progress payment shall be 
approved by the Commissioner. 

§ 203.82 Ax»»ur*inc<* of completion. 

(a) Assurance of completion satisfac¬ 
tory to the Commissioner shall be fur¬ 
nished in one of the following forms: 

(1) A bond of a surety Company satis¬ 
factory to the Commissioner on a form 
approved by the Commissioner. The 
bond shall be In the amount of 100 per¬ 
cent (or such lesser amount as approved 
by the Commissioner) of the cost of the 
improvements as estimated by the 
Commissioner. 

(2) An escrow deposit with the mort¬ 
gagee (or with a depository satisfactory 
to the mortgagee and the Commissioner) 
of cash or securities of, or fully guaran¬ 
teed as to principal and interest by, the 
United States of America in such amount 
and under a completion Assurance agree¬ 
ment acceptable to the Commissioner ex¬ 
cept that FHA debentures may not be 
used for such deposit. 

(b) The mortgagee may accept, In 
lieu of a cash deposit required by para¬ 
graph (a) (2) of this section, an uncon¬ 
ditional irrevocable letter of credit Is¬ 
sued to the mortgagee by a banking Insti¬ 
tution. In the event a demand under the 
letter of credit is not immediately met. 
the mortgagee shall forthwith provide 
cash equivalent to the undrawn balance 
thereunder. 

Special Requirements 
§ 203.83 I^and development criteria. 

(a) The land shall be developed in 
accordance with a plan that: 


(1) Is acceptable to the Commissioner 
as providing reasonable assurance that 
the land development will contribute to 
good living conditions In the area being 
developed; 

(2) Is consistent with a comprehen¬ 
sive plan which covers, or with compre¬ 
hensive planning being carried on for, 
the area In which the land is situated 
and which meets criteria set forth by 
the Commissioner. 

(b) The Commissioner shall receive as¬ 
surances satisfactory to him that the 
area being developed will : 

(1) Have a sound economic base and 
a long economic life; 

(2) Be characterized by sound land 
use patterns: and 

(3) Include or be served by such shop¬ 
ping, school, recreational, transportation, 
and other facilities as the Commissioner 
deems adequate or necessary. 

(c) The land development shall be 
undertaken and carried out pursuant to 
a schedule that will assure the use of such 
land for the purpose for which it Is de¬ 
veloped within the shortest reasonable 
period of time consistent with the ob¬ 
jectives of sound and economic com¬ 
munity growth or urban development. 
The schedule shall provide specific In¬ 
formation as to the propeed period of 
time In which the sale or other use of 
the developed land shall take place, and 
in which construction of residential or 
other buildings shall commence on the 
developed land. 

(d) If there is no comprehensive plan 
which covers, or no such comprehensive 
plan being carried on for, the area In 
which the land is situated, the require¬ 
ment of paragraph (a) (2) of this section 
is not applicable to any project covered 
by an insurance commitment Issued on 
or after December 31, 1970 and before 
January 1. 1972. 

§ 203.86 New community criteria. 

A mortgage satisfying all of the other 
requirements of this subpart may be ap¬ 
proved by the Commissioner for Insur¬ 
ance as ooverlng a project involving the 
development of a new community, if the 
following requirements are met: 

(a) The construction of the new com¬ 
munity has been approved by the local 
governing body of the locality where It is 
to be located and approved by the Gover¬ 
nor of the State, except that the Gover¬ 
nor's approval shall not be required If 
the Commissioner determines the local¬ 
ity has been delegated general powers 
of local self-government by the State. 

(b) It Is determined by the Secretary 
that the new community, in view of Its 
size and scope, will make a substantial 
contribution to the sound economic 
growth of the area within which It is to 
be located in the form of: 

(1) Substantial economies In the de¬ 
velopment of improved residential sites 
through the use of large-scale methods. 

(2) Adequate housing for those who 
would be employed In the community or 
the surrounding area. 

(3) Maximum accessibility from the 
new residential sites to industrial or 
other employment centers and to com¬ 


mercial. recreational, and cultural facil¬ 
ities In or near the community. 

(4) Maximum accessibility to any 
major central city In the area. 

§ 203.87 Equity requirement** 

(a) Funds and finances — insured ad¬ 
vances. If the commitment provides lor 
Insurance of advances during construc¬ 
tion, the following requirements shall be 
met: 

(1) The mortgagor shall deposit with 
the mortgagee, prior to initial endorse¬ 
ment, an amount deemed by the Com¬ 
missioner to be sufficient (when added 
to the proceeds of the Insured mortgage) 
to defray during the course of construc¬ 
tion, payments for accrued taxes, hazard 
insurance premiums, and assessments 
required by the terms of the mortgage 

(2) The mortgagor shall deposit with 
the mortgagee, prior to initial endorse¬ 
ment, cash deemed by the Commissioner 
to be sufficient (when added to the pro¬ 
ceeds of the insured mortgage) to assure 
completion of the project and to pay the 
Initial service diarge, the carrying 
charges, and the legal and organization 
expenses Incident to the project. The 
cash shall be held by the mortgagee un¬ 
der an appropriate agreement, approved 
by the Commissioner, requiring that 
prior to the advance of any mortgage 
money, all such cash be disbursed for 
work and material on the physical im¬ 
provements. and for any other charges 
and expenses which arc payable. 

(3) All fees and charges to be paid 
by the mortgagor In connection with 
financing which are In excess of the 
lntlal sendee charge and which have 
been approved by the Commissioner shall 
be deposited with the mortgagee In cash, 
prior to initial endorsement, unless other 
arrangements acceptable to the Com¬ 
missioner are made. 

(b) Deposit and use of funds. Unlesi 
other arrangements acceptable to the 
Commissioner are made, the funds re¬ 
ferred to In paragraph (a) of this section 
shall be deposited with and held by the 
mortgagee in a special account or by an 
acceptable depository, designated by the 
mortgagee, under an appropriate agree¬ 
ment approved by the Commissioner. 

(c) Letter of credit. The mortgagee 
may accept. In lieu of a cash deposit 
required by paragraphs (a) (1) and (3) 
of this section, an unconditional Irrevo¬ 
cable letter of credit Issued to the mort¬ 
gagee by a banking Institution. In the 
event a demand under the letter of credit 
Is not Immediately met, the mortgagee 
shall forthwith provide cash equivalent 
to the undrawn balance thereunder. 

§ 203.90 E»rrow for utilitic* mid 

itrectx 

(a) The Commissioner shall require 
assurance of completion of offsite public 
utilities and streets In all cases, except 
where a municipality or other public 
body has by agreement (acceptable to 
the Commissioner) agreed to Install such 
utilities and streets without cost to the 
mortgagor. Where such assurance Li re¬ 
quired, it shall be either In the form of i 
cash escrow deposit or the retention of • 
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.specified amount of mortgage proceeds 
by the mortgagee. If a cash escrow is 
used, it shall be deposited with the mort¬ 
gagee or with an acceptable trustee or 
escrow agent designated by the mort¬ 
gagee. If mortgage proceeds are used, 
the mortgagee shall retain under terms 
approved by the Commissioner, rather 
than disburse at the Initial closing of the 
mortgage, a portion of the mortgage 
proceeds allocated to land in the project 
i_nalysis. As additional assurance, the 
Commissioner may also require a surety 
company bond or bonds. 

(b) The mortgagee may accept, in lieu 
of a cash deposit required by paragraph 
(a) of this section, an unconditional ir¬ 
revocable letter of credit issued to the 
mortgagee by a banking institution. In 
the event a demand under the letter of 
credit is not immediately met, the mort¬ 
gagee shall forthwith provide cash equiv¬ 
alent to the undrawn balance thereunder. 

§ 205.92 Water nml *e*cragc facilities. 

(a) Requirements in general. The 
project, after development, shall be 
served by public systems for water sup¬ 
ply and sewage disposal consistent with 
other existing or prospective systems in 
the area, except that private systems 
may be used if they meet the require¬ 
ments of paragraphs (b) and (C). In all 
projects, the system for sewage disposal. 
Including storm sewers and storm drain¬ 
age facilities, shall not be approved by 
the Commissioner unless he finds that 
such system will not contribute to the 
pollution of local waterways. 

<b> Private water systems. The Com¬ 
missioner may approve the use of a 
privately or cooperatively owned water 
system if he makes each of the following 
determinations with respect to the sys¬ 
tem: 

<1) It will be consistent with other ex¬ 
isting or prospective systems within the 

area. 

(2) It will be adequate to serve the 
needs of the area being developed. 

(3) It will be regulated, during the 
period of ownership, by the State or a 
political subdivision or an agency there¬ 
of, or In the absence of such State or 
local regulation, it will otherwise be reg¬ 
ulated In a manner acceptable to the 
Commissioner. The regulation shall 
cover user rates and charges, capital 
structure, methods of operation, rate of 
return, and conditions and terms of any 
sale or transfer. 

<c' Private sewerage systems— (1) 
Existing systems. The Commissioner 
way approve the use of an existing 
privately or cooperatively owned sewer¬ 
age system if he determines that the sys¬ 
tem will be adequate to serve the needs 
of the area being developed and that Its 
operation will be regulated by the State 
or a political subdivision or an agency 
thereof, or in the absence of such State or 
local regulation. It will otherwise be reg¬ 
ulated in a manner acceptable to the 
Commissioner. The regulation shall 
cover user rates and charges, capital 
structure, methods of operation, rate of 
return, and conditions and terms of any 
sale or transfer. 
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(2) New systems. The Commissioner 
may approve the use of a newly developed 
privately or cooperatively owned sewer¬ 
age system If he makes each of the fol¬ 
lowing determinations with respect to 
the system: 

(i) Public ownership of the system Is 
not feasible. 

(11) It will be adequate to serve the 
needs of the area being developed. 

(ill) It will be consistent with other 
existing or prospective systems within 
the area. 

(iv) It will be regulated during the 
period of ownership by the 8tate or a 
political subdivision or any agency there¬ 
of. or in the absence of such 8tate or local 
regulation. It will otherwise be regulated 
In a manner acceptable to the Commis¬ 
sioner. The regulation shall cover user 
rates and charges, capital structure, 
methods of operation, and rate of return. 

(v) Adequate plans exist for the sale 
or transfer of the system to a local pub¬ 
lic authority under terms and conditions 
which are satisfactory to the Commis¬ 
sioner and which provide reasonable as¬ 
surance the sale or transfer will even¬ 
tually be made. 

Prevailing Wage Requirements 
§ 205.95 Labor MnndariU. 

Any contract, subcontract, or building 
loan agreement executed for the per¬ 
formance of construction of the project 
shall comply with all applicable stand¬ 
ards and provisions of the Regulations of 
the Secretary of Labor, published In Title 
29. Code of Federal Regulations, as Part 6 
of Subtitle A thereof, and as amended 
from time to time. 

§ 205.97 Ineligible contractor** 

No land development contract shall 
be entered into with a general contrac¬ 
tor or a subcontractor if such contractor 
or subcontractor (or any firm, corpora¬ 
tion. partnership or association in which 
such contractor or subcontractor has a 
substantial Interest) is on the ineligible 
list of contractors or subcontractors es¬ 
tablished by the Commissioner or by the 
Comptroller General pursuant to the 
Regulations of the Secretary of Labor 
(29 CFR 5.6(b)). 

§ 205.100 Inrli'giblc ad% mice*. 

Unless approved by the Commissioner, 
no advance under the mortgage shall be 
eligible for insurance after notification 
from the Commissioner that the general 
contractor or any subcontractor (or any 
firm, corporation, partnership, or asso¬ 
ciation in which such contractor or sub¬ 
contractor has a substantial Interest) 
was, on the date the contract or subcon¬ 
tract was executed, on the Ineligible list 
established by the Commissioner or by 
the Comptroller General pursuant to the 
provisions of the Regulations of the Sec¬ 
retary of Labor (29 CFR 5.6(b)). 

g 205.102 Wage certificate. 

No advance under the mortgage shall 
be eligible for insurance unless there is 
filed with the application for such ad¬ 
vance a certificate as required by the 
Commissioner. The certificate shall 
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state that the laborers and mechanics 
employed in the construction of the proj¬ 
ect have been paid not less than the 
wages prevailing in the locality for the 
corresponding classes of laborers and 
mechanics employed on construction of 
similar character. The prevailing wage 
determination shall be made by the Sec¬ 
retary of Labor prior to the beginning of 
construction and after the date of filing 
of the application for insurance. 

§ 205.105 DUrriminnttoti prohibited. 

Any contract or subcontract executed 
for the development of land shall contain 
a provision that there shall be no dis¬ 
crimination against any employee, or 
applicant for employment because of 
race, color, creed, or national origin. 
Where the mortgagor Is the general con¬ 
tractor. the building loan agreement 
shall contain the above provisions. 

Cost Certification Requirements 

§205.110 Certification of roM require¬ 
ment*. 

(a) Prior to initial endorsement of the 
mortgage for insurance, the mortgagor, 
the mortgagee, and the Commissioner 
shall enter into an agreement approved 
by the Commissioner for the purpose of 
precluding any excess of mortgage 
proceeds over the amounts specified In 
fi 205.132. Under this agreement, the 
mortgagor shall agree to: 

(1) Disclose Its relationship with the 
general contractor. Including any col¬ 
lateral agreement, and with subcontrac¬ 
tors and suppliers; 

(2) Enter into a development contract 
the terms of which shall depend on 
whether or not there exists an identity 
of Interest between the mortgagor and 
the contractor; 

(3) Execute a certificate prior to each 
insured advance showing actual amounts 
disbursed prior to the initial endorse¬ 
ment of the mortgage for insurance or 
since the last Insured advance; and 

(4) Apply any excess of mortgage 
proceeds over the amounts specified in 
$ 205.132 to reduction of the outstand¬ 
ing balance of the principal of the mort¬ 
gage. as and when directed by the Com¬ 
missioner. 

(b) The provisions of subparagraphs 
(1) and (2) of paragraph (a) of this sec¬ 
tion shall not apply where the mort¬ 
gagor is the general contractor. 

§ 205.112 Form of contract. 

The form of contract between the 
mortgagor and the general contractor 
shall be In accordance with the fonowing: 

(a) Lump sum contract. If the Com¬ 
missioner determines that neither the 
mortgagor nor any of the officers, direc¬ 
tors. stockholders, partners or bene¬ 
ficiaries of the mortgagor have any in¬ 
terest in the general contractor, there 
may be used a lump sum form of con¬ 
tract providing for payment of a specified 
amount. 

(b) Fixed fee contract. If the Com¬ 
missioner determines that the mortgagor, 
its officers, directors, stockholders, part¬ 
ners or beneficiaries have any interest. 
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financial or otherwise, in the general 
contractor, the form of contract shall 
provide for payment of the actual cost 
of land development not to exceed an 
upset price and may provide for payment 
of a fixed fee to the general contractor 
which shall not exceed a reasonable al¬ 
lowance as established by the Commis¬ 
sioner. in accordance with customary 
practices in the area. 

§ 205.115 Ortifimlc it* to anIn-onIriirU. 

If the Commissioner determines that 
the mortgagor, its officers, directors, 
stockholders, partners or beneficiaries 
have any interest, financial or otherwise, 
in any subcontractor or material sup¬ 
plier, the mortgagor shall certify (at such 
times and in such form as may be pre¬ 
scribed by the Commissioner prior to 
final endorsement of the mortgage for 
Insurance) that the amounts paid to 
such subcontractor or material supplier 
were not more than the rate prevailing 
in the locality for similar type labor and 
materials. 

§205.11? Certificate of actual coat— 

contents in general. 

(а) Submission of certificates. The 
mortgagor's certificate of actual cost, in 
a form prescribed by the Commissioner, 
shall be submitted prior to each insured 
advance. 

Cb) Items to be included . Each cer¬ 
tificate shall show the actual cost to the 
mortgagor of items as follows: 

(1) Development contract, where the 
mortgagor and the general contractor 
are separate entities. 

(2) Construction of the improvements, 
where the mortgagor is the general con¬ 
tractor and there Is no development 
contract. 

(3) Architect's fee, engineer's fee, and 
land planning fees. 

(4) Offsite public utilities and streets 
not Included in computations under sub- 
paragraphs (1) and (2) of this para¬ 
graph. 

(5) Organisation and legal work. 

(б) Other items of expense approved 
by the Commissioner. 

(c) Items not to be included. The 
certificate shall not include as actual cost 
any kickbacks, rebates, trade discounts, 
or other similar payments to the mort¬ 
gagor, or to any of Its officers, directors, 
stockholders, partners, or beneficiaries. 
Any such payments shall be deducted 
from the costs determined under para¬ 
graph (b) of this section. 

§ 205.120 Ortifirxtc of actual eo*t— 
fixed fee or no contract. 

In the case of a cost plus fixed fee con¬ 
tract or where the mortgagor is the gen¬ 
eral contractor and there Is no develop¬ 
ment contract, the certificate of actual 
cost, in addition to the requirements of 
1205.117. shall show the following 
allowances: 

(a) Such general overhead Items as 
are acceptable to the Commissioner. 

(b> A reasonable allowance for the 
general contractor's profit as established 
by the Commissioner. 
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§205.122 Certificate of actual coM— 
subcontractor** coat. 

(a) Submission of certificates . The 
Commissioner may require the mort¬ 
gagor to submit a certificate of actual 
cost showing all amounts actually paid 
by a subcontractor, material supplier or 
equipment lessor, where It Is determined 
by the Commissioner that an identity 
of interest exists between either of the 
following: 

(1) The mortgagor or any of its offi¬ 
cers, directors, stockholders, partners or 
beneficiaries and any subcontractor, 
material supplier, or equipment lessor. 

(2) The general contractor and any 
subcontractor, material supplier, or 
equipment lessor. 

(b) Items to be included . Each cer¬ 
tificate shall show the amounts paid for 
labor, materials, subcontracts and over¬ 
head. 

(c) Items not to be included . The 
certificate shall not Include amounts 
paid for any kickbacks, rebates, trade 
discounts, or other similar payments to 
the general contractor, the mortgagor, 
or any of Its officers, directors, stock¬ 
holders, partners, or beneficiaries. 

§ 205.125 Contractor** certification— 
fixed fee contract. 

A general contractor receiving a fixed 
fee shall certify, in form prescribed by 
the Commissioner, as to all actual costs 
paid for labor, materials, and sub¬ 
contract work under the general con¬ 
tract. The fee of the general contractor, 
any kickbacks, rebates, trade discounts, 
or other similar payments to the general 
contractor or mortgagor corporation or 
any of Its officers, directors, stockhold¬ 
ers, partners or beneficiaries shall not be 
Included in arriving at such actual costs. 

§205.127 Record*. 

The mortgagor shall keep and main¬ 
tain adequate records of all costs of any 
development or other cost Items not rep¬ 
resenting work under the general con¬ 
tract and shall require the general con¬ 
tractor to keep similar records. Upon 
request by the Commissioner, such rec¬ 
ords. together with any collateral agree¬ 
ments, shall be made available for 
examination. 

§205.130 Certificate of public account¬ 
ant. 

The certificates of actual cost shall be 
supported by certificates, when required 
by the Commissioner, as to accuracy by 
an independent Certified Public Account¬ 
ant or independent public accountant, 
and shall Include a statement that the 
accounts, records and supporting docu¬ 
ments have been examined in accordance 
with generally accepted auditing stand¬ 
ards to the extent deemed necessary to 
verify the actual costs. 

§205.132 Reduction in mortgage 
amount. 

The principal obligation of the mort¬ 
gage shall be reduced at final endorse¬ 
ment for Insurance or at such earlier 
times as may be required by the Com¬ 


missioner. to an amount not exceeding 
(with respect to that portion of the land 
remaining under the mortgage) 50 per¬ 
cent of the Commissioner's estimate] 
value of such portion of the land prior 
to development: plus 90 percent of the 
actual cost of the land developmn.t 
allocated by the Commissioner to such 
portion. 

§ 205.135 Effect of agreement. 

Any agreement, undertaking, state¬ 
ment, or certification required in con¬ 
nection with cost certification shall spe¬ 
cifically state that it has been made, pre¬ 
sented. and delivered for the purpose* of 
influencing an official action of the Com¬ 
missioner and may be relied upon as a 
true statement of the facts contained 
therein. 

§ 205.137 Coat certification Incontr-l. 

able. 

Upon the Commissioner's approval of 
the certification by the mortgagor as to 
actual costs submitted in connection with 
the request for the final Insured advance 
of mortgage proceeds, such certification 
shall be final and Incontestable, except 
for fraud or material misrepresentation 
on the part of the mortgagor. This pro¬ 
vision shall not apply to any other cer¬ 
tification by the mortgagor as to actual 
costs. 

Tm.* 

§ 205.140 Eligibility of title. 

In order for the mortgaged property 
to be eligible for insurance, the Commis¬ 
sioner shall determine that marketable 
title thereto Is vested in the mortgagor 
as of the date the mortgage Is filed for 
record. The title evidence shall be ex¬ 
amined by the Commissioner and the 
original endorsement of the credit in¬ 
strument for insurance shall be evidence 
of its acceptability. 

§205.142 Title evidence. 

Upon Insurance of the mortgage, the 
mortgagee shall furnish to the Commis¬ 
sioner a survey of the mortgaged prop¬ 
erty. satisfactory to him. and a policy of 
title insurance covering such property, 
as provided in paragraph (a) of this sec¬ 
tion. If, for reasons the Commissioner 
deems satisfactory, title insurance can¬ 
not be furnished, the mortgagee shall 
furnish such evidence of title in accord¬ 
ance with paragraph (b) or (c) of this 
section, as the Commissioner may re¬ 
quire. Any survey, policy of title insur¬ 
ance, or evidence of title required under 
this section shall be furnished without 
expense to the Commissioner. The types 
of title evidence are : 

(a) A policy of title Insurance issued 
by a company and In a form satisfactory 
to the Commissioner. The policy shall 
name as the Insureds the mortgagee and 
the Secretary of Housing and Urban 
Development, as their respective inter¬ 
ests may appear. The policy shall provide 
that upon acquisition of title by the 
mortgagee or the Secretary, it will be¬ 
come an owner's policy running to the 
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mortgagee or the Secretary, as the case 
maybe. 

(b) An abstract of title satisfactory to 
the Commissioner, prepared by an ab¬ 
stract company or individual engaged in 
the business of preparing abstracts of 
title, accompanied by a legal opinion 
satisfactory to the Commissioner as to 
the quality of such title, signed by an at¬ 
torney at law experienced in the ex¬ 
amination of titles. 

(c) Torrens or similar title certifi¬ 
cate. 

§ 205.249 Effect of amendment*. 

The regulations in this subpart may be 
amended by the Commissioner at any 
lime and from time to time. In whole or In 
part, but such amendment shall not ad¬ 
versely affect the interests of a mortgagee 
or lender under the contract of Insurance 
on any mortgage or loan already Insured 
and shall not adversely affect the in¬ 
terests of a mortgagee or lender on any 
mortgage or loan to be insured on which 
the Commissioner has made a commit¬ 
ment to insure. 

Subpart B—Contract Rights and 
Obligations 

§ 205*251 Incorporation by reference. 

ca) All of the provisions of H 207.- 
251 et seq. (Part 207. Subpart B> of this 
chapter, covering mortgages Insured un¬ 
der section 207 of the National Housing 
Act, apply to mortgages on a land de¬ 
velopment insured under title X of the 
National Housing Act. except the follow¬ 
ing provisions: 

8«a 

307.251 Definitions. 

307.259 First, second and third premiums. 
207.253 Adjusted premium and termination 
charges. 

(b) For the purposes of this subpart, 
all references In Part 207 of this chapter 
to section 207 of the Act shall be con¬ 
strued to refer to title X of the Act. 

(c) All of the definitions In 8 205.1 
shall apply to this subpart. In addition, 
as used in this part, the term "contract 
of Insurance" means the agreement evi¬ 
denced by the Commissioner's insurance 
endorsement and Includes the provisions 
of this subpart and of the Act. 

§ 205.25S Mortgage insurance premium. 

Mortgage Insurance premiums shall be 
payable In advance by the mortgagee to 
the Commissioner in accordance with the 
following provisions: 

(a) In all cases except where the 
mortgage cover a water and/or sewer 
system, the mortgage insurance premium 
shall be paid as follows: 

(1) Upon initial endorsement of the 
mortgage for Insurance, there shall be 
paid an amount equal to 2 percent of 
the face amount of the mortgage. Such 
payment shall cover the first 3 years 
of the mortgage insurance or the entire 
term of the mortgage insurance when 
such term docs not exceed 3 years. 

(2) If the mortgage term exceeds 3 
years there shall be paid on the third 
anniversary of the initial endorsement of 


the mortgage for insurance, and on each 
succeeding anniversary date of such en¬ 
dorsement. an amount equal to 1 percent 
of the outstanding principal balance of 
the mortgage at the end of the previous 
mortgage Insurance year, w hich shall be 
adjusted to give effect to reductions in 
the principal balance of the mortgage re¬ 
sulting from sale of portions of the prop¬ 
erty covered by the mortgage, but with¬ 
out taking into consideration delinquent 
payments or prepayments. 

(3) If the mortgage term exceeds 3 
years and contains amortization pro¬ 
visions. the mortgage insurance premium 
shall be adjusted so that subsequent 
mortgage insurance premiums shall be 
paid on the anniversary dates of the 
commencement of amortization rather 
than on the anniversary dates of the 
initial endorsement of the mortgage for 
insurance. 

<b) If the mortgage covers a water 
and/or sewer system, the mortgage in¬ 
surance premium shall be paid as 
follows: 

(1) Upon initial endorsement of the 
mortgage for Insurance, there shall be 
paid an amount equal to one-twelfth of 1 
percent of the original face amount of 
the mortgage for each month or fraction 
thereof prior to the date of commence¬ 
ment of amortization. 

(2) Upon commencement of amortiza¬ 
tion and on each anniversary date there¬ 
after until the mortgage is paid in full 
(or until receipt by the Commissioner 
of an application for insurance benefits, 
or until the contract of mortgage in¬ 
surance is otherwise terminated with 
the consent of the Commissioner), there 
shall be paid an amount equal to three- 
fourths of 1 percent of the average out¬ 
standing principal balance of the mort¬ 
gage for the year following the date on 
which such premium becomes payable, 
without taking Into consideration de¬ 
linquent payments or prepayments. 

PART 207—MULTIFAMILY HOUSING 
MORTGAGE INSURANCE 

Subport A—-Edibility Requirement! 
Applications and Commitments 

Boo. 

207.1 Application, commitment, and re¬ 

quired fees. 

907.2 Maximum fees and charges by 

m or t g agee. 

Elhzxbls Mortgages 

2073 Mortgage provisions. 

207.4 Maximum mortgage amounts. 

2073 Maturity. 

307.6 Payment requirements. 

207.7 Maximum interest rate. 

9073 Mortgage to cover the entire prop¬ 

erty. 

2073 Covenant against liens. 

20740 Covenant for fire Insurance. 

207.11 Soundness of project. 

207.12 Accumulation of accruals. 

207.13 Application of payments. 

207.14 Prepayment privilege; prepayment 

and late chargee. 

207.15 Issuance of bonds secured by trust 

indenture. 

207.16 Mortgagor's certificate of nondis¬ 

crimination and mortgage cove¬ 
nant regarding use of property. 


Klxcxsls Moktoaoobs 

Sec. 

20747 Claaaifleatlon. 

Sure v i s ion or Mostoagoes 
207.18 In general. 

20749 Required supervision of private 
mortgagors. 

20730 Occupancy requirements. 

20731 Racial discrimination prohibited. 

XLtcmuB Mortgagees 

20732 Qualification of lenders. 

PSOFEXTY RJ’QTTTUOTVTS 

20733 Eligibility of property. 

30734 Development of property. 

Adjustment op Mortgage Amount 

20735 Certification of cost requirements. 

90736 Form of contract. 

90737 Certificates of actual cost. 

20738 Adjustment resulting from oost 

certification. 

10739 Rehabilitation projects. 

90730 Requisites of agreement and cer¬ 
tification. 

Othes Euozuls Mortgages 

20731 Eligibility of miscellaneous type 

mortgages. 

90731a Eligibility of mortgages covering 
housing In certain neighbor¬ 
hoods. 

20732 Eligibility of refinancing transac¬ 

tions. 

20733 Eligibility of mortgages on mobile 

home courts or parks. 

20734 Reinsurance of Commissioner-held 

mortgagee. 

Tttls 

20735 Eligibility of title. 

20736 Title evidence. 

Extension op Tims 

20736a Actions by Oommlssloasr. 

207349 Effect of amendments. 


Subpart 6—-Contract Right* orvd Obligation* 

907.251 Definitions. 

PREMIUMS 

207352 First, seoond and third premiums. 
207352a Premiums—operating loss loans. 
207353 Adjusted premium *nri termina¬ 
tion charges. 

207353a Termination of insurance contract. 

INSUEANCS ENDORSEMENT 

207354 Insurance endorsement. 


cwuura AifU UUTUB W MOHIDAOn Ur 


COWTUACT OP INSURANCE 


207.255 Defaults. 

207356 Notice. 

207356a Reinstatement of defaulted mort- 

207356b Modification of mortgage terms. 

207357 Commissioner’s right to require ac¬ 
celeration. 

207358 Insurance claim requirements. 

207.258a Title requirements. 

207.259 Insurance benefits. 

207359a Waiver of title objection: mort¬ 
gages formerly Oommissloner- 
heML 

207360 Protection of mortgage security. 


Assignments 


207.251 Assignment at Insured mortgages. 
Extension op Toot 

907361a Actions to be taken by mortgagee. 
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Rio sits in Hcmsuco Fund 

Sw 

207.262 No vested right In fund. 

Amendments 

207.409 Effect of amendments. 

Authority : The provisions of this Part 207 
Issued under secs. 207. 211. 62 BUt, 10. as 
amended. 23. as amended; 12 03.0, 1719. 
1715b. 

Subpart A—Eligibility Requirements 

Applications and Commitments 

§ 207.1 Application, commitment, and 
required fees. 

(ft) Application. An application for 
the Issuance of either a conditional or 
firm commitment tor Insurance of a 
mortgage on a project shall be submitted 
by an approved mortgagee and by the 
sponsors of such project through the 
local FHA office on an approved FHA 
form. No application shall be considered 
unless accompanied by the exhibits called 
for by the form. 

(b) Application for conditional com¬ 
mitment. An application foe of $1.50 per 
thousand dollars of the amount of the 
mortgage applied for shall accom¬ 
pany the application for a conditional 
commitment. 

(c) Application for firm commitment. 
An application for a firm commitment 
shall be accompanied by the payment of 
an application fee of $1.50 per thousand 
dollars of the amount of the mortgage 
applied for. If such fee has not been pre¬ 
viously submitted. A commitment fee. in 
an amount which, when added to the ap¬ 
plication fee. will aggregate $3 per thou¬ 
sand dollars of the mortgage applied 
for. shall also be submitted with the ap¬ 
plication for a firm commitment. TTie 
payment of a commitment fee shall not 
be required in connection with an in¬ 
sured mortgage involving the sale by the 
government of housing or property ac¬ 
quired. held or constructed pursuant to 
the Atomic Energy Community Act of 
1955. as provided in 9 207.31(b) (4). 

(d) Commitment —(1) Conditional 
commitment. The issuance of a condi¬ 
tional commitment indicates completion 
of the Commissioner’s preliminary analy¬ 
sis of the project and constitutes an 
agreement by the Commissioner, subject 
to specified terms and conditions, to 
accept an application for a firm 
commitment. 

(2) Firm commitment. The issuance 
of a firm commitment indicates the Com¬ 
missioner’s approval of the application 
for insurance and sets forth the terms 
and conditions upon which the mortgage 
will be insured. 

(3) Types of Arm commitment. The 
firm commitment may provide for the 
Insurance of advances of mortgage mon¬ 
ey made during construction or may pro¬ 
vide for the lnsuranoc of the mortgage 
after completion of the improvements. 

(4) Term of commitment, (i) A con¬ 
ditional commitment shall be effective 
for whatever term Is specified In the text 
of the commitment. 

(U) A firm commitment to Insure ad¬ 
vances shall be effective for a period of 
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not more than 180 days from the date 
of Issuance. 

(ill) A firm commitment to insure 
upon completion shall be effective for a 
designated term within which the mort¬ 
gagor Ls required to begin construction, 
aqd if construction is begun as required, 
the commitment shall be effective for 
such additional period, estimated by the 
Commissioner, as will ajlow for comple¬ 
tion of construction. 

(iv) The term of either a conditional 
or firm commitment may be extended in 
such manner as the Commissioner may 
prescribe. 

(e) Inspection fee. The firm commit¬ 
ment may provide for the payment of an 
Inspection fee in an amount not to ex¬ 
ceed $5 per thousand dollars of the com¬ 
mitment. If an inspection fee is required, 
it shall be paid as follows: 

(1) If the case Involves the insurance 
of advances, it shall be paid at the time 
of initial endorsement. 

(2) If the case involves Insurance upon 
completion, it shall be paid prior to the 
date construction is begun. 

(f) Fees on increases —(1) Increase in 
Arm commitment prior to endorsement 
An application, filed prior to initial en¬ 
dorsement (or prior to endorsement in a 
case involving insurance upon comple¬ 
tion), for an increase in the amount of 
an outstanding firm commitment shall 
be accompanied by a combined addi¬ 
tional application and commitment fee. 
This combined additional fee shall be in 
an amount which will aggregate $3 per 
thousand dollars of the amount of the 
requested increase. If an inspection fee 
was required In the original commitment, 
an additional Inspection fee shall be paid 
in an amount computed at the same dol¬ 
lar rate per thousand dollars of the 
amount of increase in commitment as 
was used for the inspection fee required 
in the original commitment. When in¬ 
surance of advances is involved, the ad¬ 
ditional inspection fee shall be paid at 
the time of initial endorsement. When 
insurance upon completion is involved, 
the additional inspection fee shall be 
paid prior to the date construction is 
begun or if construction has begun, it 
shall be paid with the application for 
Increase. 

(2) Increase in mortgage between ini¬ 
tial and Anal endorsement. Upon an ap¬ 
plication, filed between initial and final 
endorsement, for an increase in the 
amount of the mortgage, either by 
amendment or by substitution of a new 
mortgage, a combined additional appli¬ 
cation and commitment fee shall ac¬ 
company the application. This combined 
additional fee shall be in an amount 
which will aggregate $3 per thousand 
dollars of the amount of the increase re¬ 
quested. If an inspection fee was required 
in the original commitment, and addi¬ 
tional inspection fee shall accompany the 
application in an amount not to exceed 
the $5 per thousand dollars of the 
amount of the increase requested. 

(3) Loan to cover operating losses. In 
connection with a loan to cover operating 
losses occurring during the first 2 years 


following completion of the project, a 
combined application and commitment 
fee of $3 per thousand dollars of the 
amount of the loan applied for shall he 
submitted with the application for the 
commitment. No inspection fee shall be 
required. 

(g) Reopening of expired commit¬ 
ments. An expired conditional or firm 
commitment may be reopened if a request 
for reopening is received by the Com¬ 
missioner within 90 days of the expira¬ 
tion of the commitment. The reopening 
request shall be accompanied by a fee 
of 50 cents per thousand dollars of the 
amount of the expired commitment If 
the reopening request is not received by 
the Commissioner within the required 
90-day period, a new application, ac¬ 
companied by the required application 
and commitment fee. must be submitted. 

(h) Transfer fee. Upon application tor 
approval of a transfer of physical assets 
or the substitution of mortgagors, a 
transfer fee of 50 cents per thousand dol¬ 
lars shall be paid on the original face 
amount of the mortgage in all cases, 
except that a transfer fee shall not be 
paid where both parties to the transfer 
transaction arc nonprofit organization* 

(l) Refund of fees. It the amount of 
the commitment issued or Increase in 
mortgage granted is less than the 
amount applied for, the Commissioner 
shall refund the excess amount of the 
application and commitment fees sub¬ 
mitted by the applicant. If an applica¬ 
tion Is rejected before it is assigned for 
processing, or in such other Instance* as 
the Commissioner may determine, the 
entire application and commitment fees 
or any portion thereof may be returned 
to the applicant. Commitment, Inspection 
and reopening fees may be refunded. In 
whole or in part, if It is determined by 
the Commissioner that there Is a lack 
of need for the housing or that the con¬ 
struction or financing of the project has 
been prevented because of condemnation 
proceedings or other legal action taken 
by a governmental body or public agency, 
or in such other Instances as the Com¬ 
missioner may determine. A transfer fee 
may be refunded only In such instances 
as the Commissioner may determine 

§ 207.2 Maximum fc« and charge* 1*7 
mortgagee. 

The mortgagee may collect from the 
mortgagor the amount of the fees pro¬ 
vided for in this subpart. The mort¬ 
gagee may also collect from the mort¬ 
gagor an Initial service charge in an 
amount not to exceed 2 percent of the 
original principal amount of the mort¬ 
gage, to reimburse the mortgagee for the 
cost of closing the transaction. Any ad¬ 
ditional charges or fees collected from 
the mortgagor shall be subject to prtor 
approval of the Commissioner. 

Eligible Mortgages 
§ 207.3 Mortgage provision*. 

<a> Mortgage form. The mortgage 
shall be: _ .. 

(1) Executed on a form approved by the 
Commissioner for use in the Jurisdiction 
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In which the property covered by the 
mortgage is situated, which form shall 
not be changed without the prior written 
approval of the Commissioner. 

(2) Executed by a mortgagor with the 
qualifications as provided in this subpart. 

(3) A first lien on property that con¬ 
forms with the property standards pre¬ 
scribed by the Commissioner. 

(b) Disbursement of the mortgage. 
The mortgagee shall be obligated, as a 
part of the mortgage transaction, to dis¬ 
burse the principal amount of the mort¬ 
gage, to, or for the account of the mort¬ 
gagor or to his creditors for his account 
and with his consent. 

§ 207.4 Maximum mortgage amount*. 

(a) Dollar and loan-to-value limita¬ 
tions, A mortgage may involve a prin¬ 
cipal obligation not in excess of the lesser 
of the following: 

<1) $20,000,000 if executed by a Private 
Mortgagor; 

(2) $50,000,000 if executed by a Public 
Mortgagor; 

(3) 90 percent of the estimated value 
(replacement cost if project Is located in 
Alaska or in Quara) of the project; 

(4) For such part of the property or 
project attributable to dwelling use (ex¬ 
cluding exterior land improvements as 
defined by the Commissioner) an amount 
per family unit, depending on the num¬ 
ber of bedrooms, which may be: 

(1) $9,900 without a bedroom. 

(ID $13,750 with one bedroom. 

< tH) $16,500 with two bedrooms. 

(tv) $20,350 with three bedrooms. 

(v) $23,100 with four or more bed¬ 
rooms. 

r b) Increased mortgage amount — ele¬ 
vator type structures. In order to com¬ 
pensate for the higher costs incident to 
construction of elevator type structures 
of sound standards of construction and 
design, the Commissioner may increase 
the dollar amount limitations per family 
unit as provided in paragraph (a) (4) of 
this section to not to exceed: 

(1) $11.550 per family unit without a 
brdroom. 

(2) $16,500 per family unit with one 

bedroom. 

(3) $19,800 per family unit with two 

bedrooms. 

(4) $24,750 per family unit with three 

bedrooms. 

(5) $28,050 per family unit with four 
or more bedrooms. 

(c) Increased mortgage amount — high 
cost areas. (1) In any geographical 
area where the Commissioner finds cost 
levels so require, the Commissioner may 
increase, by not to exceed 45 percent, 
the dollar amount limitations set forth 
,r * paragraphs (a)(4) and 0» of this 
section. 

(2) If the Commissioner finds that 
because of high costs In Alaska, Guam, 
or Hawaii It b not feasible to construct 
dwellings without the sacrifice of sound 
standards of construction, design, and 
jivablllty within the limitations of max¬ 
imum mortgage amounts provided In 
thia section, the principal obligation of 
mortgages may be Increased In such 
•mounts as may be necessary to com¬ 
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pensate for such costs, but not to exceed 
in any event the maximum, including 
high cost area increases, if any. other¬ 
wise applicable by more than one-half 
thereof. 

(d) Adjusted mortgage amount — re¬ 
habilitation projects. A mortgage hav¬ 
ing a principal omouflt computed in com¬ 
pliance with the applicable provisions of 
this section, and w’hlch Involves a project 
to be repaired or rehabilitated, shall be 
subject to the following additional llml- 
tatfons: 

(1) Property held in fee. If the mort¬ 
gagor b the fee simple owner of the proj¬ 
ect. the maximum mortgage amount 
shall not exceed 100 percent of the Com¬ 
missioner's estimate of the cost of the 
proposed repairs or rehabilitation; or 

(2) Property subject to existing mort¬ 
gage. If the mortgagor owns the project 
subject to an outstanding indebtedness, 
which U to be refinanced with part of the 
Insured mortgage, the maximum mort¬ 
gage amount shall not exceed: (1) The 
Commissioner's estimate of the cost of 
the repair or rehabilitation; plus <ii> 
such portion of the outstanding Indebt¬ 
edness as docs not exceed 90 percent of 
the Commissioner’s estimate of the fair 
market value of such land and improve¬ 
ments prior to the repair or rehabilita¬ 
tion; or 

(3) Property to be acquired . If the 
project b to be acquired by the mort¬ 
gagor and the purchase price b to be 
financed with a part of the insured mort¬ 
gage, the maximum mortgage amount 
shall not exceed 90 percent of: (1) The 
Commissioner’s estimate of the cost of 
the repair or rehabilitation and (U) the 
actual purchase price of the land and 
Improvements, but not In excess of the 
Commissioner's estimate of the fair 
market value of such land and Improve¬ 
ments prior to the repair or rehabilita¬ 
tion. 

(e) Reduced mortgage amount — lease¬ 
holds. In the event the mortgage b on 
a leasehold estate rather than on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage b based b the value or replacement 
cost of the property in fee simple re¬ 
duced by an amount equal to the cap¬ 
italized value of the ground rent. 

(f) Loans to cover 2-year operating 
loss —(1) Operating loss determination. 
When the Commissioner determines that 
an operating loss has occurred during the 
first 2 years following completion of the 
project, he may, in his discretion, accept 
for Insurance under thb part, a loan to 
cover such loss. For the purposes of thb 
section, an operating loss shall occur 
when the Commissioner determines that 
the total of the taxes. Interest on the 
mortgage debt, mortgage insurance 
premiums, hazard Insurance premiums, 
and the expense of maintenance and 
operation of the project (excluding de¬ 
preciation) exceeds the project Income. 

(2) Security instrument. The loan 
shall be secured by an Instrument in a 
form approved by the Commissioner for 
use in the Jurisdiction in which the proj¬ 
ect b located. 

(3) Maximum interest rate. The loan 
may bear Interest at such rate as may be 
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agreed upon by the mortgagee and the 
mortgagor, but in no case shall such rate 
exceed the rate in effect under $ 207.7 
on the date the commitment is issued. 
Interest shall be payable in monthly in¬ 
stallments on the principal then out¬ 
standing. 

(4) Maturity. The loan shall be 
limited to a term not exceeding the un- 
cxplred term of the original mortgage. 

6 207.5 Maturity. 

The mortgage shall have a maturity 
satisfactory to the Commissioner, de¬ 
pending upon the risk Involved and the 
general character of the project, and 
shall contain complete amortization or 
sinking-fund provisions satisfactory to 
the Commissioner. 

§ 207.6 Payment requirement*. 

(a) Method of payment. The mort¬ 
gage shall provide for monthly payments 
on the first day of each month on account 
of interest and principal and shall pro¬ 
vide for payments in accordance with 
an amortization plan os agreed upon by 
the mortgagor, the mortgagee and the 
Commissioner. 

(b) Date of first payment to principal. 
The Commissioner shall estimate the 
time necessary to complete the project 
and shall establish the date of the first 
payment to principal so that the lapse 
of time between completion of the proj¬ 
ect and commencement of amortization 
will not be longer than necessary to ob¬ 
tain sustaining occupancy. 

§ 207.7 Maximum interns! rate. 

(a) The mortgage shall bear interest 
at the rate agreed upon by the mortgagee 
and the mortgagor, which rate shall not 
exceed 7 percent, except that where a 
letter inviting submission of an applica¬ 
tion for commitment was Issued by the 
Secretary before February 18.1971, or an 
application for commitment was received 
by the Secretary before February 18, 
1971, the mortgage may bear interest at 
the maximum rate in effect at the time of 
issuance of the letter or receipt of the 
application. 

(b) Interest shall be payable in 
monthly Installments on the principal 
amount of the mortgage outstanding on 
the due date of each installment. 

g 207.8 Mortgage to cover the entire 
property. 

The mortgage shall cover the entire 
property included in the housing project. 

§ 207.9 Covenant again*! lien*. 

The mortgage shall contain a covenant 
against the creation by the mortgagor 
of liens against the property superior or 
Inferior to the lien of the mortgage ex¬ 
cept for such inferior lien as may be 
required in connection with the Insurance 
of an operating loss loan or a supple¬ 
mentary loan. 

6 207.10 Covenant for fire Insurance. 

The mortgage shall contain a cove¬ 
nant acceptable to the Commissioner 
binding the mortgagor to keep the prop¬ 
erty Insured by a standard policy or poli¬ 
cies against fire and such other hazards 
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as the Commissioner, upon the Insurance 
of the mortgage, may stipulate. In an 
amount which wUl comply with the co¬ 
insurance clause applicable to the loca¬ 
tion and character of the property, but 
not less than 80 percent of the actual 
cash value of the Insurable Improve¬ 
ments and equipment of the project. 
The initial coverage shall be in an 
amount estimated by the Commissioner 
at the time of completion of the entire 
project or units thereof. The policies 
evidencing such Insurance shall have 
attached thereto a standard mortgagee 
clause making loss payable to the mort¬ 
gagee and the Commissioner, as inter¬ 
ests may appear. 

§207.11 SoandneM of project. 

No mortage shall be accepted for in¬ 
surance unless the Commissioner finds 
that the property or project with respect 
to which the mortgage Is executed is eco¬ 
nomically sound, except that as to 
mortgages covering property located In 
Alaska or in Guam, or In Hawaii, no 
mortgage shall be accepted for insur¬ 
ance unless the Commissioner finds that 
the property or project is an acceptable 
risk giving consideration to the acute 
housing shortage In Alaska, or In Guam, 
or in Hawaii. 

§ 207.12 Accumulation of accrual*. 

<a) The mortgage shall provide for 
payments by the mortgagor to the mort¬ 
gagee on each interest payment date of 
an amount sufficient to accumulate in 
the hands of the mortgagee one payment 
period prior to its due date, the next 
annual mortgage Insurance premium 
payable by the mortgagee to the Com¬ 
missioner. Such payments shall con¬ 
tinue only so long as the contract of in¬ 
surance shall remain in effect. 

(b) The mortgage shall provide for 
such equal monthly payments by the 
mortgagor to the mortgagee as will 
amortize the ground rents, if any. and 
the estimated amount of all taxes, water 
rates and special assessments. If any. and 
fire and other hazard Insurance premi¬ 
ums. within a period ending one month 
prior to the dates on which the same 
become delinquent. The mortgage shall 
further provide that such payments 
shall be held by the mortgagee, for the 
purpose of paying such ground rents, 
taxes, water rates and assessments, and 
insurance premiums, before the same 
become delinquent. The mortgage must 
also make provision for adjustments. In 
case the estimated amount of such taxes, 
water rates and assessments, and insur¬ 
ance premiums shall prove to be more, 
or less, than the actual amount thereof 
so paid by the mortgagor. 

§ 207.13 Application of payment*. 

(a) The mortgage shall provide that 
all monthly payments to be made by the 
mortgagor to the mortgagee shall be 
added together and the aggregate 
amount thereof shall be paid by the 
mortgagor upon each monthly payment 
date In a single payment. The mort¬ 
gagee shall apply the same to the fol¬ 
lowing items In the order set forth: 
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(1) Premium charges under the con¬ 
tract of Insurance; 

(2) Ground rents, taxes, special as¬ 
sessments and fire and other hazard 
insurance premiums; 

(3) Interest on the mortgage; 

(4) Amortization of the principal of 
the mortgage. 

. <b> Any deficiency in the amount of 
any such aggregate monthly payment 
shall constitute an event of default. The 
mortgage shall further provide for a 
grace period of 30 days, within which 
time the default must be made good. 

§207.14 Prepayment privilege; pre¬ 
payment and late charge*. 

(a) Prepayment privilege. The mort¬ 
gage shall contain a provision permitting 
the mortgagor to prepay the mortgage in 
whole or in part upon any interest pay¬ 
ment date after giving to the mortgagee 
30 days* notice In writing In advance of 
Its intention to so prepay. 

<b> Prepayment charge. The mort¬ 
gage may contain a provision for such 
additional charge in the event of pre¬ 
payment of principal as may be agreed 
upon between the mortgagor and mort¬ 
gagee. However, the mortgagor shall be 
permitted to prepay up to 15 percent of 
the original principal amount of the 
mortgage In any one calendar year with¬ 
out any such additional charge. Any 
reduction In the original principal 
amount of the mortgage resulting from 
the certification of cost requirements of 
this part shall not be construed as a 
prepayment of the mortgage. 

(c) Late charge. The mortgage may 
provide for the collection by the mort¬ 
gagee of a late charge, not to exceed 2 
cents for each dollar of each payment to 
Interest or principal more than 15 days 
In arrears, to cover the expense Involved 
in handling delinquent payments. Late 
charges shall be separately charged to 
and collected from the mortgagor and 
shall not be deducted from any aggregate 
monthly payment. 

§ 207.13 Iwnnncf of bonds «cctired by 
truftt indenture. 

In the event that bonds or other obli¬ 
gations are to be Issued as a part of the 
Insured mortgage transaction, the form 
of bonds and the form of trust Indenture 
shall be subject to the approval of the 
Commissioner, and shall be subject to 
the following conditions; 

(a) Tho Trustee named In such trust 
indenture shall be a banking lnsUtutlo.* 
or trust company (authorized to act In 
a fiduciary capacity and which is a 
mortgagee approved by the Commis¬ 
sioner) ; and 

(b) The Trustee shall be the holder 
of record of the Insured mortgage (rep¬ 
resented by the trust Indenture) and 
shall be authorized to act on behalf of 
the holders of such bonds or other obli¬ 
gations in all matters concerning the 
mortgage insurance contract; and 

(c> The holders of the bonds or other 
obligations shall look solely to the Trus¬ 
tee for the benefits of the contract of 
mortgage insurance and the trust In¬ 
denture shall expressly authorize the 


Commissioner to make payment of any 
claim under the contract of mortgage 
insurance to the Trustee, without liabil¬ 
ity or accountability to the bond holders 
to see to the application of the mortgage 
insurance contract benefits; and 

(d) The bonds or other obligations 
shall be Issued only to holders meeting 
the following qualifications: 

(1) A mortgagee approved by the 
Commissioner; 

(2) A pension or retirement fund or 
a profit-sharing plan maintained and 
administered by a corporation or by a 
governmental agency or by a trustee 
or trustees, which has lawful authority 
to acquire the bonds or other obligations; 
or 

(3) A charitable or nonprofit organi¬ 
zation. 

§ 207.16 Mortgagor** certificate of non* 
diftcri mi nation and mortgage cove¬ 
nant regarding tise of property. 

(a) The mortgagor shall certify to the 
Commissioner as to each of the following 
points: 

(1) That neither he (it) , nor anyone 
authorized to act for him (it), will refuse 
to sell or rent, after the making of a 
bona fide offer, or refuse to negotiable for 
the sale or rental of, or otherwise make 
unavailable or deny the property covered 
by the mortgage to any person because 
of race, color, religion, or national origin. 

(2) That any restrictive covenant on 
such property relating to race, color, 
religion, or national origin is recognized 
as being illegal and void and is hereby 
specifically disclaimed. 

(3) That civil action for preventative 
relief may be brought by the Attorney 
General in any appropriate U.S. District 
Court against any person responsible for 
a violation of this certification. 

<b) The mortgage shall contain a 
covenant prohibiting the use of the prop¬ 
erty covered thereby for any purpose 
other than that for which it was In¬ 
tended at the date the mortgage was 
executed. 

Eligible Mortgagors 
§ 207.17 Gaftnafication. 

In order to be eligible as a mortgagor 
under this subpart the applicant must 
be: 

(a) Private mortgagors. Any mort¬ 
gagor approved by the Commissioner, 
which until the termination of all obli¬ 
gations of the Commissioner under the 
Insurance contract and during such fur¬ 
ther period of time as the Commissioner 
shall be the owner, holder, or reinsurer 
of the mortgage. Is regulated or restricted 
by the Commissioner as to rents or sales, 
charges, capital structure, raicrof return, 
and methods of operation. 

(b> Public mortgagors. A federal or 
state instrumentality, a municipal cor¬ 
porate instrumentality of one or more 
states, or a limited dividend or redevel¬ 
opment or housing corporation formed 
under and restricted by federal or state 
laws or regulations of a state bonking 
or Insurance department as to rents, 
charges, capital structure, rate of return, 
or methods of operation. 
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Supervision of Mortgagors 
g 207.18 In general. 

<a) In the case of an eligible mort¬ 
gagor which is regulated or restricted for 
the purposes and In the manner provided 
In 5 207.17(b). or in the case in which 
the mortgagor or mortgagee Is the Alaska 
Housing Authority, or the Government 
of Guam or Hawaii or any agency or In¬ 
strumentality thereof, liens inferior to 
the lien of the insured mortgage may be 
allowed against properties of such mort¬ 
gagors: Provided , That the mortgagor in 
any such case, must have initial funds 
which may be considered in lieu of the 
equity required of other mortgagors, and 
such funds (which may be in the form of 
Government loans, grants, or subsidies 
or in other form> if sufficient in amount, 
will be considered satisfactory provided 
they do not create a lien against the 
property prior to that of the Insured 
mortgage. 

(b) In all other cases a mortgagor 
must certify at final endorsement of 
the loan for Insurance that the property 
covered by the mortgage is free and clear 
of all liens other than such mortgage, 
and that there will not be outstanding 
any other unpaid obligation contracted 
in connection with the mortgage trans¬ 
action. the purchase of the mortgaged 
property, or the construction of the 
project, except such obligations as may 
be approved by the Commissioner as to 
terms, form and amount. 

(c) In the case of a private corpora¬ 
tion, the Commissioner’s regulations or 
restrictions will be set forth in Its cer¬ 
tificate of incorporation or charter under 
which such mortgagor is created, and 
will be made effective through the issu¬ 
ance of certain shares of special stock, 
which stock will acquire majority voting 
rights in the event of default under the 
mortgage or violation of a provision of 
the charter. Such special stock or In¬ 
terest Issued to the Commissioner, his 
nominee or nominees and/or the Federal 
Housing Administration shall be in suffi¬ 
cient amount to constitute under the laws 
of the particular state a valid special 
class of stock or Interest and shall be 
issued in consideration of the payment 
by the Commissioner of not exceeding in 
the aggregate $100. Such stock shall be 
represented by a certificate or certificates 
issued In the name of the Commissioner. 
Rnd/or In the name of his nominee or 
nominees, and/or in the name of the 
Federal Housing Administration, as the 
Commissioner shall require. In the case 
of a private association or trust entity, 
or whenever, for any reason satisfactory 
to the Commissioner, such regulations 
or restrictions ore not feasible as to a 
particular mortgagor through the issu¬ 
ance of shares of special stock, such 
regulations or restrictions shall be ef¬ 
fected by means of a regulatory agree¬ 
ment and/or other contractual docu¬ 
ments between the Commissioner and 
the mortgagor In such form and in 
*uch manner os shall be satisfactory to 
tbe Commissioner. Upon the termina¬ 
tion of all obligations of the Commis¬ 
sioner under his contract of mortgage 
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Insurance, or any succeeding contract or 
agreement covering the mortgage obli¬ 
gation, ail regulations and restrictions of 
the mortgagor shall cease, the shares of 
special stock shall be surrendered by the 
Commissioner upon reimbursement of 
his payments therefor, plus accrued 
dividends. If any. thereon, and any reg¬ 
ulatory agreement or contract shall 
terminate. 

8 207.19 Required supervision of pri¬ 
vate mortgagor*. 

The following are the items which will 
be regulated or restricted, except in the 
case of mortgagors of the character de¬ 
scribed Id 5 207.17(b): 

(a) Capital structure. (1) The num¬ 
ber of shares of capital stock, in the case 
of a corporation, may be issued In such 
amounts and form as may be agreed 
upon by the sponsors and the Commis¬ 
sioner prior to the endorsement of the 
mortgage for insurance; and 

(2) In the case of a trust entity bene¬ 
ficial certificates of Interest may be Is¬ 
sued in such amounts and form as may 
be agreed upon by the mortgagor and 
the Commissioner. 

(b) Rate of return. Dividends or other 
distributions, as defined in the charter, 
trust agreement, or regulatory agree¬ 
ment, may be declared or made only as of 
or after the end of a semiannual or 
annual fiscal period. No dividends or 
other distributions shall be declared or 
made except out of surplus cash legally 
available and remaining after: 

(1) The payment of: 

(1) All sums due or currently required 
to be paid under the terms of any mort¬ 
gage or note insured or held by the 
Commissioner; 

(U) All amounts required to be de¬ 
posited in the Reserve Fund for Replace¬ 
ments; 

(111) All obligations of the project 
other than the mortgage insured or held 
by the Commissioner unless funds for 
payment are set aside or deferment of 
payment has been approved by the 
Commissioner. 

(2) The segregation of: 

<i) An amount equal to the aggregate 
of all special funds required to be main¬ 
tained by the project; 

<tl) All tenant security deposits held. 
No distributions of any kind may be made 
from borrowed funds. 

(c) Requirements incident to insur¬ 
ance of advances. (1) The mortgagor 
shall deposit with the mortgagee, or In a 
depository satisfactory to the mortgagee 
and under control of the mortgagee, for 
the purpose of meeting the cost of equip¬ 
ping and renting the project subsequent 
to completion of construction of the en¬ 
tire project or units thereof and. during 
the course of construction, for alloca¬ 
tion by the mortgagee to accruals for 
taxes, ground rates, mortgage Insurance 
premiums, property insurance premiums, 
and assessments required by the terms of 
the mortgage: 

(O In the case of new construction, 
an amount equivalent to not less than 
two percent of the original principal 
amount of the mortgage. 
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(11) In the case of rehabilitation, an 
amount satisfactory to the Commis¬ 
sioner. 

(2) Prior to initial endorsement, the 
mortgagor shall deposit with the mort¬ 
gagee cash deemed by the Commissioner 
to be sufficient, when added to the pro¬ 
ceeds of the Insured mortgage, to assure 
completion of the project and to pay the 
Initial service charge, the carrying 
charges, and the legal and organization 
expenses Incident to the construction of 
the project. Such funds shall be held by 
the mortgagee in a special account or by 
an acceptable depository designated by 
the mortgagee under an appropriate 
agreement approved by the Commis¬ 
sioner requiring all such funds to be dis¬ 
bursed for work and material on the 
physical improvements, and for other 
charges and expenses to be paid when 
due, prior to the advances of any mort¬ 
gage money. 

(3) All fees and charges to be paid 
by the mortgagor in connection with 
financing which are in excess of the 
Initial service charge and which have 
been approved by the Commissioner, 
shall be deposited with the mortgagee In 
cash, prior to Initial endorsement, unless 
other arrangements acceptable to the 
Commissioner are made. 

(4) The Commissioner shall require 
assurance of completion of offsite public 
utilities and streets in all cases, except 
where a municipality or other public 
body has by agreement (acceptable to 
the Commissioner) agreed to Install such 
utilities and streets without cost to the 
mortgagor. Where such assurance is re¬ 
quired. it shall be either In the form of a 
cash escrow deposit or the retention of 
a specified amount of mortgage proceeds 
by the mortgagee. If a cash escrow is 
used, it shall be deposited with the mort¬ 
gagee or with an acceptable trustee or 
escrow agent designated by the mort¬ 
gagee. If mortgage proceeds are used, the 
mortgagee shall retain under terms ap¬ 
proved by the Commissioner, rather than 
disburse at the initial closing of the 
mortgage, a portion of the mortgage pro¬ 
ceeds allocated to land in the project 
analysis. As additional assurance, the 
Commissioner may also require a surety 
company bond or bonds. 

(5) Prior to the initial endorsement of 
the mortgage for insurance, the mort¬ 
gagor and the mortgagee shall execute a 
building loan agreement, approved by the 
Commissioner, setting forth the terms 
and conditions under which progress 
payments may be advanced during con¬ 
struction. To be covered by mortgage in¬ 
surance. each progress payment shall be 
approved by the Commissioner. 

(6) The mortgagor shall furnish as¬ 
surance of completion of the project, in 
the form of a personal indemnity agree¬ 
ment. a surety company bond or bonds, 
a cash escrow deposit, a letter of credit, or 
an agreement controlling the disburse¬ 
ment of construction funds coupled with 
a guaranty of performance of the con¬ 
struction contract, as required by the 
Commissioner. The personal indemnity 
agreement and the bonds shall be on 
forms approved by the Commissioner. 
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The surety company executing a bond 
must be satisfactory to the Commis¬ 
sioner. Where a cash escrow deposit is 
used, it shall be established under an 
agreement with the mortgagee or with 
a depository satisfactory to the mortga¬ 
gee and the Commissioner and shall in¬ 
volve cash, or securities of. or fully 
guaranteed as to principal and interest 
by. the United States of America. Where 
an agreement controlling the disburse¬ 
ment of construction funds coupled with 
a guaranty of performance of the con¬ 
struction contract is used, the agreement 
shall contain terms satisfactory to the 
Commissioner. The types of assurance 
to be furnished are as follows: 

(i) Where the estimated cost of con¬ 
struction or rehabilitation is $500,000 or 
less, assurance will be accepted In the 
form of a personal indemnity agreement 
executed by the principal officers, direc¬ 
tors, stockholders, or partners, or indi¬ 
viduals operating as the general con¬ 
tractor. a . . 

(it) Where the estimated cost of con¬ 
struction or rehabilitation is more than 
$500,000 or where such cost is less than 
$500,000 and a personal Indemnity agree¬ 
ment is not executed, assurance shall be 
by a surety company bond or bonds, a 
cash escrow deposit, a letter of credit, 
or an agreement controlling the disburse¬ 
ment of construction funds coupled with 
a guaranty of performance of the con¬ 
struction contract, the amount of which 
shall be prescribed by the Commissioner. 

(7) The mortgagee may accept, in lieu 
of a cash deposit required by subpara¬ 
graphs (1). (3). (4). and (0) of this para¬ 
graph. on unconditional irrevocable let¬ 
ter of credit Issued to the mortgagee by 
a banking institution. In the event n 
demand under the letter of credit is not 
immediately met. the mortgagee shall 
forthwith provide cash equivalent to the 
undrawn balance thereunder. 

<d) Labor standards and prevailing 
wage requirements. < 1) Any contract, 
subcontract, or building loan agreement 
executed for the performance of con¬ 
struction of the project shall comply 
with all applicable labor standards and 
provisions of the regulations of the Sec¬ 
retary of Labor issued May 9, 1951, 29 
CFR 5.1-5.12 (16 PJL 4430). 

(2) No construction contract shall be 
entered into with a general contractor 
or any subcontractor if such contractor 
or any such subcontractor or any firm, 
corporation, partnership or association 
in which such contractor or subcon¬ 
tractor has a substantial interest Is in¬ 
cluded on the ineligible list of contrac¬ 
tors or subcontractors established and 
maintained by the Comptroller General, 
pursuant to 9 5.6(b) of the Regulations 
of the Secretary of Labor, Issued May 9, 
1951 (29 CFR 5.6(b)). 

(3) No advance under the mortgage 
shall be eligible for Insurance after no¬ 
tification from the Commissioner that 
the general contractor or any subcon¬ 
tractor or any firm, corporation, part¬ 
nership or association in which such 
contractor or subcontractor has a sub¬ 
stantial interest was. on the date the 
contract or subcontract was executed on 


the ineligible list established by the 
Comptroller Oenerol, pursuant to the 
provisions of the Secretary of Labor, 
issued May 9. 1951 (29 CFR 5.6(b)). 

(4) No advance under any mortgage 
shall be eligible for insurance unless 
there is filed with the application for 
such advance a certificate or certificates 
in the form required by the Commis¬ 
sioner, supported by such other infor¬ 
mation as the Commissioner may pre¬ 
scribe, certifying that the laborers and 
mechanics employed in the construction 
of the dwelling or dwellings, or housing 
project involved have been paid not less 
than the wages prevailing in the locality 
in which the work was performed for the 
corresponding classes of laborers and 
mechanics employed on construction of 
a similar character, as determined by 
the Secretary of Labor prior to the be¬ 
ginning of construction and after the 
date of filing of the application for 
Insurance. 

(5) Compliance with the provisions of 
this subsection shall be evidenced at 
such time and in such manner as the 
Commissioner may prescribe. 

(e) Rents and charges . No charge 
shall be made by the mortgagor for the 
accommodations, facilities or services 
offered by the project in excess of those 
approved by the Commissioner in writ¬ 
ing prior to the opening of the project 
for rental. In approving such charges 
and in passing upon applications for 
changes, consideration will be given to 
the following and similar factors: 

(1) Rental income necessary to main¬ 
tain the economic soundness of the 
project. 

(2) Rental Income necessary to pro¬ 
vide reasonable return on the investment 
consistent with providing reasonable 
rentals to tenants. 

(f) Methods of operation. 

(1) I Reserved 1 

(2) The mortgagor shall maintain Its 
project, the grounds, buildings, and 
equipment appurtenant thereto, in good 
repair and will promptly complete neces¬ 
sary repairs and maintenance as re¬ 
quired by the Commissioner. 

(3) In all projects, except those in¬ 
volving rehabilitation where the mort¬ 
gage does not exceed $200,000. a fund 
for replacements shall be established and 
maintained with the mortgagee. The 
amount and type of such fund and the 
conditions under which it shall be ac¬ 
cumulated, replenished, and used, shall 
be specified in the charter, trust agree¬ 
ment, or regulatory agreement. 

(4) The mortgagor, its property, 
equipment, buildings, plans, offices, ap¬ 
paratus. devices, books, contracts, rec¬ 
ords. documents, and papers shall be 
subject to inspection and examination 
by the Commissioner or his duly author¬ 
ized agent at all reasonable times. 

(5) The mortgagor shall execute and 
deliver to the Commissioner a certificate 
that the books and accounts of the mort¬ 
gagor will be established and maintained 
In a manner satisfactory to the Commis¬ 
sioner on the date the certificate is exe¬ 
cuted. Such certificate shall be to the 


effect that so long as the mortgage U 
insured or held by the Commission 
the mortgagor's books and accounts will 
be kept in accordance with the require¬ 
ments of the Commissioner; will be In 
such form as to permit a speedy and ef¬ 
fective audit and as may otherwise be 
prescribed by the Commissioner: will be 
maintained for such periods of time as 
may be prescribed by the Commission) r. 
and will be available to the Commission : 
and to the Comptroller General of the 
United States for such examination and 
audits as they may desire to make. The 
mortgagor shall file with the Commiri- 
sioner and the mortgagee the followln; 
reports verified by the signature of such 
officers of the mortgagor as the Commis¬ 
sioner may designate and in such form as 
prescribed by the Commissioner: 

(I) Monthly occupancy reports, when 
required by the Commissioner; 

(II) (Reserved! 

(ill) Complete annual financial re¬ 
ports based upon examinations of the 
books and records of the mortgagor, pre¬ 
pared in accordance with the require¬ 
ments of the Commissioner, certified to 
by an officer of the mortgagor and. when 
required by the Commissioner, prepared 
and certified by a Certified Public Ac¬ 
countant (or other person acceptable to 
the Commissioner), such reports to be 
submitted within sixty (60) days alter 
the end of each fiscal year. 

(lv) Specific answers to questions 
upon which information is desired from 
time to time relative to the actual cost of 
construction, the disposition of mortgage 
funds, the operation and condition of the 
property and the status of the insured 
mortgage; 

(v) Properly certified copies of min¬ 
utes of meetings of directors, officers, 
stockholders, shareholders, or bene¬ 
ficiaries. 

(g) Mortgagor's equity investment— 
<1) Amount and deposit. Unless it can 
be established to the satisfaction of the 
Commissioner, prior to the final endorse¬ 
ment of the mortgage for insurance, that 
the mortgagor has an Investment in the 
project, represented by cash expendi¬ 
tures. in an amount equal to 3 percent 
of the total cost of the project as certi¬ 
fied by the mortgagor and approved by 
the Commissioner, there shall be de¬ 
posited in a special fund an amount 
equal to the difference between such 3 
percent and the amount of any such 
investment for necessary expenses inci¬ 
dent to the completion of the project. 
Disbursements from any such fund, prior 
to three years from the date of the final 
or initial-final endorsement of the 
mortgage for insurance, may be made 
only with the prior written approval of 
the Commissioner. . 

(2) Cutoff date. The provisions of 
subparagraph (1) of this paragraph shaU 
be applicable only to those mortgages 
which have received final endorsemen* 
on or before November 15, 1962. 

(h) Advance amortization . <1> ~ 

prior to the beginning of amortization 
net Income, as defined by the 
sioner, Is received as a result of the rerua* 
of the mortgaged property, such net in¬ 
come, to the extent determined by tn 
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Commissioner, shall be applied in one or 
more of the following ways: 

(1) To advance amortization. 

<ii) To offset the cost of approved cap¬ 
ital improvements. 

(ill) To be deposited in the reserve 
fund for replacement and to be held as a 
reserve in addition to the monthly de¬ 
posits required by the regulatory agree¬ 
ment. 

(2) The provisions of subparagraph 

(1) of this paragraph shall be applicable 
to commitments issued on or after De¬ 
cember 3.1983, and to commitments out¬ 
standing on that date where the mort¬ 
gage has not received final endorsement. 
The provisions of subparagraph (1) of 
this paragraph shall not be applicable to 
a project involving rehabilitation where 
the mortgage does not exceed $200,000. 

g 207.20 Ocospnncy requirement*. 

(a) Family with children . The mort¬ 
gagor shall certify under oath to the 
Commissioner that: 

(X) In selecting tenants for the project 
covered by the mortgage, the mortgagor 
will not discriminate against any family 
by reason of the fact that there are 
children in the family: and 

(2) The mortgagor will not sell the 
project while the mortgage insurance is 
in effect unless the purchaser also so 
certifies. 

(b) Transient or hotel purposes. The 
mortgagor shall certify under oath that, 
so long as the mortgage is insured by the 
Commissioner, the mortgagor will not 
rent, permit the rental or permit the 
offering for rental of the housing, or any 
part thereof, covered by such mortgage 
for transient or hotel purposes. For the 
purpose of this certificate, the term 
rental for transient or hotel purposes 
shall mean (1) rental for any period less 
than 30 days, or (2) any rental. If the 
occupants of the housing accommoda¬ 
tions are provided customary hotel serv¬ 
ices such as room service for food and 
beverages, maid service, furnishing and 
laundering of linens, and bellboy service. 

§207.21 Racial d incrimination pro¬ 
hibited. 

Any contract or subcontract executed 
for the performance of construction of 
the project shall contain a provision that 
there shall be no discrimination against 
any employee, or applicant for employ¬ 
ment because of race, color, creed, or 
national origin. Where the mortgagor 
“ the general contractor, the building 
wan agreement shall contain the above 
provisions. 

Eligible Mortgagees 
§ 207.22 Qualification of lender*. 

The provisions of H 203.1 to 203.4 and 
203.6 to 203.9 of this chapter shall govern 
the eligibility, qualifications and require¬ 
ments of mortgages under this subpart. 

Property Requirements 
§ 207-23 Eligibility of property. 

<a) a mortgage to be eligible for In¬ 
surance shall be on real estate held: 
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(1) In fee simple: or 

(2) On the interest of the lessee under 
a lease for not less than ninety-nine 
years which is renewable: or 

(3) Under a lease having a period of 
not less than seventy-five years to run 
from the date the mortgage is executed: 
or 

(4) Under a leas© executed by a gov¬ 
ernmental agency, an Indian or an In¬ 
dian tribe for the maximum term con¬ 
sistent with the legal authority for the 
execution of such lease, provided that 
the term of any such lease shall run for 
a period of not less than fifty years from 
tlie date the mortgage is executed. 

(b) The property constituting secu¬ 
rity for the mortgage must be held by 
an eligible mortgagor as herein defined 
and must at the time the mortgage is 
insured be free and clear of all liens 
other than that of such mortgage. 

S 207.24 Development of property. 

(a) At the time the mortgage Is in¬ 
sured the mortgagor shall be obligated to 
construct and complete new housing 
accommodations on the mortgaged 
property, designed principally for resi¬ 
dential use. conforming to standards 
satisfactory to the Commissioner, and 
consisting of not leas than eight rental 
dwelling units on one site and may be 
detached, semi-detached, or row houses, 
or multi-family structures: except that 
the Commissioner may Insure a mort¬ 
gage on a completed project constructed 
pursuant to a Commitment to Insure 
upon Completion, or 

(b) At the time the mortgage is in¬ 
sured there shall be located on the mort¬ 
gaged property a building or buildings, 
which, upon completion of proposed Im¬ 
provements, shall constitute a single 
project and provide housing accommo¬ 
dations designed principally for residen¬ 
tial use. conforming to standards satis¬ 
factory to the Commissioner, and con¬ 
taining at least eight rental dwelling 
units so located In relation to one an¬ 
other as to effect a substantial improve¬ 
ment of housing standards and condi¬ 
tions in the neighborhood; and in either 
case such dwelling and other improve¬ 
ment, if any, must not violate any mate¬ 
rial zoning or deed restrictions applicable 
to the project site, and must comply with 
all applicable building and other gov¬ 
ernmental regulations; and any project 
may Include such commercial and com¬ 
munity facilities as the Commissioner 
deems adequate to serve the occupants. 

Adjustment of Mortgage Amount 

§ 207.25 Certification of cost require¬ 
ment*. 

(a) Prior to initial endorsement of the 
mortgage for insurance, the mortgagor, 
the mortgagee, and the Commissioner 
shall enter into an agreement in form 
and content satisfactory to the Commis¬ 
sioner for the purpose of precluding any 
excess of mortgage proceeds over satu- 
tory limitations. Under this agreement, 
the mortgagor shall disclose its relation¬ 
ship with the builder, Including any col¬ 
lateral agreement, and shall agree: 
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(1) To enter Into a construction con¬ 
tract. the terms of which shall depend 
on whether or not there exists an identity 
of interest between the mortgagor and 
the builder. 

(2) To execute a Certificate of Actual 
Costs, upon completion of all physical 
improvements on the mortgaged prop¬ 
erty. 

(3) To apply in reduction of the out¬ 
standing balance of the principal of the 
mortgage any excess of mortgage pro¬ 
ceeds over statutory limitations based on 
actual cost. 

(b) The provisions of paragraph (a) 
of this section relating to disclosure and 
the requirement for a construction con¬ 
tract shall not apply where the mort¬ 
gagor Is the general contractor. 

§ 207.26 Form of contract. 

The form of contract between the 
mortgagor and builder shall be deter¬ 
mined In accordance with the following: 

(a) If It Is established to the satis¬ 
faction of the Commissioner that neither 
the mortgagor nor any of the officers, 
directors, or stockholders of the mort¬ 
gagor have any Interest In the builder or 
contractor, there may be used a lump 
sum form of contract providing for pay¬ 
ment of a specified amount. 

(b) If it is determined by the Com¬ 
missioner that the mortgagor, its offi¬ 
cers, directors or stockholders have any 
interest, financial or otherwise. In the 
builder or contractor, the form of con¬ 
tract shall provide for payment of the 
actual cost of construction, not to exceed 
an upset price and may provide for pay¬ 
ment of a builder’s fixed fee In addition 
thereto. The builder’s fixed fee shall 
not exceed a reasonable allowance there¬ 
for as established by the Commissioner, 
In accordance with customary practices 
In the area. 

(c) Where a cost plus form of contract 
is used, the mortgagor shall submit along 
with its certification of actual cost a cer¬ 
tification of the general contractor, in a 
form prescribed by the Commissioner, as 
to all actual costs paid for labor, mate¬ 
rials and subcontract work under the 
general contract exclusive of the build¬ 
er’s fee and any kickbacks, rebates, trade 
discounts, or other similar payments to 
the general contractor, the mortgagor, or 
any of Its officers, directors, stockholders 
or partners. 

(d) Where It Is determined by the 
Commissioner that an identity of interest 
exists between the mortgagor or any of 
its officers, directors, stockholders or 
partners and any subcontractor, material 
supplier, or equipment lessor, the mort¬ 
gagor may be required by the Commis¬ 
sioner to submit a certification of actual 
cost by such subcontractor, material sup¬ 
plier. or equipment lessor, in a form pre¬ 
scribed by the Commissioner, as to all 
actual costs paid for labor, materials, 
subcontracts and overhead exclusive of 
any kickbacks, rebates, trade discounts, 
or other similar payments to the general 
contractor, the mortgagor, or any of its 
officers, directors, stockholders or part¬ 
ners. Where the use of a cost plus form 
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of contract la required by the Commis¬ 
sioner and It Is determined by the Com¬ 
missioner that an identity of Interest 
exists between the general contractor 
and, any subcontractor, material sup¬ 
plier. or equipment lessor, the mortgagor 
may be required by the Commissioner to 
submit a certification of actual cost by 
such subcontractor, material supplier, or 
equipment lessor. 

g 207.27 Certificates of actual cost. 

(a) The mortgagor’s certificate of ac¬ 
tual cost, in a form prescribed by the 
Commissioner, shall be submitted upon 
completion of the physical improvements 
to the satisfaction of the Commissioner 
and prior to final endorsement. The 
certificate shall show the actual cost to 
the mortgagor, after deduction of any 
kickbacks, rebates, trade discounts, or 
other similar payments to the mortgagor, 
or to any of Its officers, directors, stock¬ 
holders, or partners, of: 

(1) The construction contract, where 
the mortgagor and the general contrac¬ 
tor are separate entities, or the construc¬ 
tion of the project where the mortgagor 
Is the general contractor and there Is 
no such contract. In the case of a lump 
sum contract, the amount shown in the 
certificate shall include all payments un¬ 
der the contract; 

(2) In the case of a cost-plus-fixed-fee 
contract or where the mortgagor is the 
general contractor, the amount shown In 
the certificate shall include such allow¬ 
ance of general overhead items as ore 
acceptable to the Commissioner plus a 
reasonable allowance for the builder's 
profit as established by the Commis¬ 
sioner; 

(3) Architect's fee; 

(4) Off-site public utilities and streets 
not included In the general contract; 

(5) Organizational and legal work; 
and 

(6) Other Items of expense approved 
by the Commissioner. 

(b) A builder receiving a fixed fee 
under a cost plus contract shall certify 
In a form prescribed by the Commis¬ 
sioner as to all actual cost paid for labor, 
materials, and subcontract work under 
the general contract exclusive of the 
builder*8 fixed fee less any kickbacks, 
rebates, trade discounts, or other simi¬ 
lar payments to the builder or mortgagor 
or any of Its officers, directors or stock¬ 
holders. 

(c) The mortgagor shall keep and 
maintain adequate records of all cost of 
any construction or other cost Hems not 
representing work under the general 
contract and. in the case of a cost plus 
contract, shall require the builder to 
keep similar records and. upon request 
by the Commissioner, shall make avail¬ 
able for examination such records in¬ 
cluding any collateral agreements. 

(d) The Certificate of Actual Cost 
shall be verified by an independent Cer¬ 
tified Public Accountant or Independent 
public accountant In a manner accept¬ 
able to the Commissioner. 


§ 207.28 Adjustment resulting from rout 
certification. 

Upon receipt of the mortgagor's cer¬ 
tification of actual cost there shall be 
added to the total amount thereof the 
Commissioner's estimate of the fair 
market value of any land Included in the 
mortgage security and owned by the 
mortgagor in fee such value being prior 
to the construction of the improvements. 
In the event the land Is held under a 
leasehold or other interest less than a 
fee, the cost, if any. of acquiring the 
leasehold or other interest Is considered 
an allowable expense which may be 
added to actual cost provided that in no 
event such amount is in excess of the 
fair market value of such leasehold or 
other Interest exclusive of proposed im¬ 
provements. If the principal obligation 
of the mortgage exceeds the applicable 
statutory percentage of this total 
amount, the mortgage shall be reduced 
by the amount of such excess prior to 
final endorsement for Insurance. 

g 207.29 Rehabilitation project*. 

In the event the mortgage is to finance 
repair or rehabilitation, the mortgagor’s 
actual cost of such repair or rehabilita¬ 
tion may Include the items of expense 
permitted for new construction in ac¬ 
cordance with either paragraph (a) or 
paragraph (b) of l 207.27 and the ap¬ 
plicable cost certification procedure 
described therein will be required; pro¬ 
vided such mortgage shall be subject to 
the following limitations: 

(a) Property held in fee. If no part of 
the proceeds is to be used to finance 
the purchase of the land or structures 
involved, the mortgage shall be reduced 
to an amount not to exceed 100 percent 
of the approved cost of the completed 
repair or rehabilitation. 

(b) Property subject to existing mart - 
gage. If the insured mortgage is to in¬ 
clude the cost of refinancing an existing 
mortgage acceptable to the Commission¬ 
er. the amount of the existing mortgage 
or 90 percent of the Commissioner's esti¬ 
mate of the fair market value of land 
and existing Improvements prior to re¬ 
pair or rehabilitation, whichever Is the 
lesser, shall be added to the actual cost 
of the repair or rehabilitation. If the 
principal obligation of the insured mort¬ 
gage exceeds the total amount thus ob¬ 
tained, the mortgage shall be reduced by 
the amount of such excess, prior to final 
endorsement for Insurance. 

(c) Property to be acquired. If the 
mortgage is to Include the cost of land 
and improvements, and the purchase 
price thereof is to be financed with part 
of the mortgage proceeds, the purchase 
price, or the Commissioner's estimate of 
the fair market value of land and exist¬ 
ing improvements prior to repair or re- 
habiltation. whichever is the lesser, 
shall be added to the actual cost of the 
repair or rehabilitation. If the principal 
obligation of the insured mortgage ex¬ 
ceeds the applicable statutory percent¬ 
age of the total amount thus obtained. 


the mortgage shall be reduced by the 
amount of such excess, prior to final en¬ 
dorsement for insurance. 

8 20730 Requisite* of agreement and 
certification. 

<a) Any agreement, undertaking 
statement or certification required by 
f 207.27 shall specifically state that it 
has been made, presented, and delivered 
for the purpose of influencing an officii. 1 
action of the Federal Housing Adminis¬ 
tration, and of the Federal Houstn: 
Commissioner, and may be relied upon 
by the Commissioner as a true statement, 
of the facts contained therein. 

(b) Upon the Commissioner’s ap¬ 
proval of the mortgagor’s certification its 
required by 1207.27 such certification 
shall be final and incontestable except for 
fraud or material misrepresentation on 
the part of the mortgagor. 

Other Eligible Mortgages 

8 207.31 Eligibility of mfccdlnn eouH 
type mortgage*. 

(a) A mortgage covering five or more 
rental units and which meets the re¬ 
quirements of this subpart, except *s 
modified by this section shall be eligible 
for insurance under this subpart. 

(b) The mortgage may be accepted 
for insurance if— 

(1) Executed in connection with the 
sale by the Government, or any agency 
or official thereof, of any housing ac¬ 
quired or constructed under Publio Law 
849, Seventy-sixth Congress. as 
amended; Public Law 781, Seventy-sixth 
Congress, as amended; or Public Laws 
9. 73. or 353, Seventy-seventh Contras, 
as amended (including any additionn! 
property acquired, held, or construct : l 
In connection with such housing or to 
serve the inhabitants thereof): or 

(2) Executed in connection with the 
sale by the Public Housing Administra¬ 
tion. or by any publio housing agency 
with the approval of the said Admlni 

tration, of any housing including any 
additional property acquired, held, or 
constructed in connection with such 
housing or to serve the inhabitants 
thereof) owned or financially assisted 
pursuant to the provisions of Public Law 
671, 8eventy-slxth Congress: or 

(3) Executed in connection with the 
sale by the Oovemment. or any agency 
or official thereof, or any of the so-called 
Oreenbelt towns, or parts thereof, in¬ 
cluding projects, or parts thereof, known 
as Oreenhills, Ohio; Greenbelt, Mary¬ 
land; and Greendale. Wisconsin, devel¬ 
oped under the Emergency Relief Appro¬ 
priation Act of 1935; or of any of the 
village properties or employee's bousing 
under the Jurisdiction of the Tennessc • 
Valley Authority; or of any housing un¬ 
der the Jurisdiction of the Department, 
of the Interior located within the tow*} 
area of Coulee Dam. Washington, ac¬ 
quired by the United States for the con¬ 
struction, operation, and maintenance 
of Grand Coulee Dam and its appurte¬ 
nant works or of any permanent housing 
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under the Jurisdiction of the Depart¬ 
ment of the Interior constructed under 
the Boulder Canyon Project Act of De¬ 
cember 21. 1928, as amended and supple¬ 
mented, located within the Boulder City 
municipal area; or 

(4) Executed in connection with the 
sale by the Government, or any agency 
or official thereof, of any housing (In¬ 
cluding any property acquired, held, or 
constructed In connection therewith or 
to serve the inhabitants thereof) pursu¬ 
ant to the Atomic Energy Community 
Act of 1955, as amended: Provided , That 
such Insurance shall be Issued without 
regard to any preferences or priorities 
except thoso prescribed by the National 
Housing Act or the Atomic Energy Com¬ 
munity Act of 1955. as amended; or 

(5) Executed In connection with the 
sale by a State or municipality, or any 
agency. Instrumentality, or political sub¬ 
division of either, of r project consisting 
of any permanent housing (including 
any property acquired, held or con¬ 
structed in connection therewith or to 
serve the inhabitants thereof), con¬ 
structed by or on behalf of such State, 
municipality, agency, instrumentality or 
political subdivision, for the occupancy 
of veterans (as defined in $ 203.12) their 
families and others: Provided , That In 
no case may the principal obligation of 
a mortgage referred to in tills subpara¬ 
graph exceed 90 percent of the appraised 
value of the mortgaged property; or 

(8) Executed in connection with the 
first resale, within two years from the 
date of its acquisition from the Govern¬ 
ment, of any portion of a project or 
property of the character described In 
subparagraphs (1), (2), (3). and (4) 
of this paragraph. 

(c) For the purposes of this section, an 
eligible mortgagor Is defined as a person 
or legal entity acceptable to the Com¬ 
missioner. Such a mortgagor may. in 
the discretion of the Commissioner, be 

(l) uncontrolled or (2) controlled in 
such degree and manner as the Commis¬ 
sioner may find desirable under the 
circumstances, 

§ 207.31a Eligibility of mortgage* cor. 
ering horning in certain neighbor¬ 
hood*. 

(a) A Mortgage financing the repair, 
rehabilitation or construction of prop¬ 
erty located in an older declining urban 
area shall be eligible for insurance under 
this subpnrt subject to compliance with 
the additional requirements of this 
section. 

(b) The mortgage shall meet all of the 
requirements of this subpart, except such 
requirements (other than those relating 
to labor standards and prevailing wages) 
as are judged to be not applicable on the 
basis of the following determinations to 
be made by the Commissioner; 

(1) That the conditions of the area In 
which the property is located prevent the 
application of certain eligibility require¬ 
ments of this subpart. 

( 2) That the area is reasonably viable, 
and there Is a need in the area for ade¬ 
quate housing for families of low and 
moderate Income. 


(3) That the mortgage to be insured Is 
an acceptable risk. 

(c) Mortgages complying with the re¬ 
quirements of this section shall be in¬ 
sured under this subpart pursuant to 
section 223(e) of the National Housing 
Act. Such mortgages shall be insured 
under and be the obligation of the Spe¬ 
cial Risk Insurance Fund. 

§ 207.32 Eligibility of refinancing Iran*- 
actions. 

A mortgage given to refinance an ex¬ 
isting insured mortgage covering five or 
more rental units may be insured under 
this subpart pursuant to section 223(a) 
(7) of the act. The new mortgage shall 
be limited in amount and In term as 
follows; 

<a) Except as provided in paragraph 
(b). the principal of the new mortgage 
shAll not exceed the lowest of these 
amounts: 

(1) The original principal amount of 
the existing Insured mortgage. 

(2) The unpaid principal amount of 
the existing insured mortgage, to which 
may be added— 

(I) The outstanding indebtedness In¬ 
curred In connection with capital im¬ 
provements made to the property which 
are acceptable to the Commissioner. 

(II) The costs, as determined by the 
Commissioner, of capital improvements, 
upgrading or additions required to be 
made to the property. 

(III) Loan closing charges. 

(3) 90 percent of the Commissioner's 
estimate of the value of the property 
after completion of the repairs, improve¬ 
ments or additions to the property. 

(b) Where the mortgage to be refi¬ 
nanced is one of several Insured mort¬ 
gages covering properties which are part 
of a single development and the pro¬ 
ceeds of the refinanced mortgage are to 
be applied to the delinquent indebtedness 
of one or more of the Insured mortgages 
in such development, the principal 
amount of the new mortgage shall not 
exceed the original principal amount of 
the existing insured mortgage. For pur¬ 
poses of this paragraph, single develop¬ 
ment shall mean adjacent properties 
owned by the same mortgagor or an 
Affiliate mortgagor, as determined by the 
Commissioner. 

(c) The term of the new mortgage 
shall not exceed the unexpired term of 
the existing mortgage, except that It may 
have a term of not more than 12 years in 
excess of the unexptred term of the exist¬ 
ing mortgage In any case in which the 
Commissioner determines that the In¬ 
surance of the mortgage for an addi¬ 
tional term will Inure to the benefit of 
the applicable Insurance fund, taking 
Into consideration the outstanding Insur¬ 
ance liability under the existing Insured 
mortgage, 

5 207.33 Eligibility of mortgage* on mo¬ 
bile botne court* or parks. 

(a) All of the provisions of this sub- 
part shall apply to insurance on mobile 
home courts or parks, except as provided 
in this section. All references in this 
subpart to housing for rent or sale shall 
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mean the rental of spaces for the accom¬ 
modation of mobile homes, and such 
appurtenances thereto as may have been 
approved by the Commissioner. 

(b) A mortgage on a mobile home 
court or park may involve a principal 
obligation In on amount to be deter¬ 
mined as follows: 

(1) An amount not exceeding the 
lesser of SI million. $2,500 per space (as 
defined by the Commissioner), or 90 
percent of the estimated value of the 
property after the improvements are 
completed. 

(2) In any geographical area where 
the Commissioner finds cost levels so 
require, the Commissioner may increase, 
by not to exceed 45 percent the $1 million 
and $2,500 limitations set forth in sub- 
paragraph (1). 

(3) If the Commissioner finds that be¬ 
cause of high costs In Alaska. Guam, or 
Hawaii it is not feasible to construct 
mobile home courts or parks without the 
sacrifice of sound standards of construc¬ 
tion. design, and livability within the 
limitations of maximum mortgage 
amounts provided in this paragraph, the 
principal obligation of mortgages may 
be increased in such amounts as may 
be necessary to compensate for such 
costs, but not to exceed in any event the 
maximum, including high cost area in¬ 
creases otherwise applicable, by more 
than one-half thereof. 

(c) A mortgage on a mobile home 
court or park Is not subject to the provi¬ 
sions of S 207.4, except that the provi¬ 
sions of 3 207.4(c) (relating to increased 
mortgage amounts for high cost areas), 
3 207.4(e) (relating to a reduction in 
mortgage amount where the mortgage is 
on a leasehold estate) and the provi¬ 
sions of 3 207.4(f) (relating to loans to 
cover 2-year operating losses) shall be 
applicable. 

(d) A mortgage on a leasehold estate 
shall be eligible for Insurance only if the 
real estate is held: 

(1) On the Interest of the lessee under 
a lease for not less than 99 years which 
Is renewable; or 

(2) Under a lease having a period of 
not less than 50 years to run from the 
date the mortgage is executed. 

(e) [Reserved] 

(f) A mortgage on a mobile home 
court or park shall have a term not in 
excess of 20 years from the dAte of in¬ 
surance, except that such mortgage may 
have a longer term, not in excess of 40 
years, if the Commissioner determines 
that the location of the project is not 
inconsistent with comprehensive plan¬ 
ning for the area where such planning 
exists, or can reasonably be expected to 
be consistent with desirable growth pat¬ 
terns in the foreseeable future. 

(g) [Reserved] 

(h) At the time a mortgage is insured 
on a mobile home court or park, the 
mortgagor shall have constructed and 
completed, or shall have rehabilitated 
and completed, pursuant to a commit¬ 
ment to insure upon completion, or shall 
be obligated to construct and complete, 
or to rehabilitate and complete pursuant 
to a commitment to insure advances. 
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such court or park, designed principally 
for rental use for mobile homes, and con¬ 
forming to standards, specifications, 
plans and requirements satisfactory to 
the Commissioner. 

<1) The references in $$ 207,25 to 
207.29 to “statutory limitation" and 
“statutory percentage" shall mean the 
ratio of loan to value limitation set forth 
in paragraph (b) of this section. 

§ 207.3 I Rcinffurnnrr of Commt**ionrr- 
held mortgngca. 

The Commissioner may insure under 
this part, without regard to any limita¬ 
tion upon eligibility contained In this 
subpart, any mortgage assigned to him 
in connection with payment under a con¬ 
tract of mortgage Insurance, or executed 
in connection with a sale by him of any 
property acquired under any section or 
title of the Act. 

Titlx 

§ 207.35 Eligibility of title. 

In order for the mortgaged property to 
be eligible for insurance, the Commis¬ 
sioner must determine that marketable 
title thereto is vested in the mortgagor as 
of the date the mortgage is filed for rec¬ 
ord. The title evidence will be examined 
by the Commissioner and the original 
endorsement of the credit instrument 
for insurance will be evidence of its 
acceptability. 

g 207.36 Title evidence. 

(a) Upon Insurance of the mortgage, 
the mortgagee shall furnish to the Com¬ 
missioner a survey of the mortgaged 
property, satisfactory to him. and a policy 
of title insurance covering such prop¬ 
erty. as provided in subparagraph (1) of 
this paragraph. If. for reasons the Com¬ 
missioner deems satisfactory, title in¬ 
surance cannot be furnished, the mort¬ 
gagee shall furnish such evidence of title 
in accordance with subparagraph <2>, 
(3). or (4) of this paragraph, as the 
Commissioner may require. Any survey, 
policy of title insurance, or evidence of 
title required under this section shall be 
furnished without expense to the Com¬ 
missioner. The types of title evidence 
are: 

(1) A policy of title Insurance Issued 
by a company and in a form satisfactory 
to the Commissioner. The policy shall 
name as the Insureds the mortgagee and 
the Secretary of Housing and Urban De¬ 
velopment. as their respective Interests 
may appear. The policy shall provide 
that upon acquisition of title by the 
mortgagee or the Secretary, it will be¬ 
come an owner’s policy running to the 
mortgagee or the Secretary, as the case 
may be. 

(2) An abstract of title satisfactory 
to the Commissioner, prepared by an 
abstract company or individual engaged 
In the business of preparing abstracts of 
title, accompanied by a legal opinion 
satisfactory to the Commissioner, as to 
the quality of such title, signed by an 
attorney at law experienced in the ex¬ 
amination of titles. 

<3) A Torrens or similar title certifi¬ 
cate. 
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(4) Evidence of title conforming to 
the standards of & supervising branch 
of the Government of the United 8tates 
of America, or of any 8tate or Territory 
thereof. 

(b) The survey required by paragraph 

(a) of this section need not be fur¬ 
nished in connection with a project in¬ 
volving rehabilitation where the mort¬ 
gage does not exceed $200,000. 

Extension or Time 
§ 207.36a Action a by Commissioner. 

Where the mortgagee or lender has 
failed to take action within the period 
of time required in order to prevent the 
expiration of a commitment or in order 
to reopen an expired commitment, the 
Commissioner may extend such period 
and may retroactively reinstate or reopen 
such commitment. 

g 207.249 Effect of amendments 

The regulations in this subpart may be 
amenoed by the Commissioner at any 
time and from time to time, in whole or 
In part, but such amendment shall not 
adversely affect the Interests of a mort¬ 
gagee or lender under the contract of in¬ 
surance on any mortgage or loan already 
insured and shall not adversely affect the 
interests of a mortgagee or lender on any 
mortgage or loan to be insured on which 
the Commissioner has made a commit¬ 
ment to insure. 

Subpart B — Contract Rights and 
Obligations 
§ 207.251 Definitions. 

As used in this subpart: 

(a) The term “Commissioner" means 
the Federal Housing Commissioner. 

(b) The term “act" means the Na¬ 
tional Housing Act. as amended. 

(c) The term “mortgage" means such 
a first lien upon real estate and other 
property as Is commonly given to secure 
advances on, or the unpaid purchase 
price of. real estate under the laws of the 
8tate. district or territory in which the 
real estate is located, together with the 
credit Instrument or Instruments, if any, 
secured thereby. In any Instance where 
on operating loss loan is involved, the 
term shall Include both the original 
mortgage and the instrument securing 
the operating loss loan. 

<d) The term “insured mortgage" 
means a mortgage which has been in¬ 
sured by the endorsement of the credit 
instrument by the Commissioner, or his 
duly authorized representative. 

(e) The term “contract of insurance" 
means the agreement evtuonced by such 
endorsement and Includes the terms, 
conditions and provisions of this part 
and of the National Housing Act. 

<f> The term “mortgagor" means the 
original borrower under a mortgage and 
Its successors and such of its assigns as 
are approved by the Commissioner. 

(g) The term “mortgagee" means the 
original lender under a mortgage its 
successors and such of its assigns as are 
approved by the Commissioner, and in¬ 
cludes the holders of the credit instru¬ 
ments issued under a trust indenture, 
mortgage or deed of trust pursuant to 


which such holders act by and through 
a trustee therein named. 

Premiums 

g 207.252 First, second and third premia 

umi. 

The mortgagee, upon the initial en¬ 
dorsement of the mortgage for insur¬ 
ance, shall pay to the Commissioner a 
first mortgage insurance premium equal 
to one-half of one percent of the original 
face amount of the mortgage. 

(a) If the date of the first principal 
payment is more than one year follow¬ 
ing the date of such initial Insurance 
endorsement, the mortgagee, upon the 
anniversary of such insurance date, 
shall pay a second premium equal to 
one-half of one percent of the original 
face amount of the mortgage. On the 
date of the first principal payment, the 
mortgagee shall pay a third premium 
equal to one-half of one percent of the 
average outstanding principal obligation 
of the mortgage for the following year 
which shall be adjusted so as to accord 
with such date and so that the aggregate 
of the said three premiums shall equal 
the sum of (1) one percent of the aver¬ 
age outstanding principal obligation of 
the mortgage for the year following 
the date of initial insurance endorse¬ 
ment and (2) one-half of one percent 
per annum of the average outstanding 
principal obligation of the mortgage for 
the period from the first anniversary of 
the dale of Initial insurance endorse¬ 
ment to one year following the date 
of the first principal payment. 

(b) If the date of the first principal 
payment is one year, or less than one 
year following the date of such initial 
insurance endorsement, the mortgagee, 
upon such first principal payment date, 
shall pay a second premium equal to 
one-half of one percent of the average 
outstanding principal obligation of the 
mortgage for the following year which 
shall be adjusted so as to accord with 
such date and so that the aggregate of 
the said two premiums shall equal the 
sum of (1) one percent per annum of 
the average outstanding principal obli¬ 
gation of the mortgage for the period 
from the date of Initial insurance en¬ 
dorsement to the date of first principal 
payment and (2) one-half of one percent 
of the average outstanding principal ob¬ 
ligation of the mortgage for the year 
following the date of the first principal 
payment. 

(c) Where the credit instrument is 
Initially and finally endorsed for insur¬ 
ance pursuant to a Commitment to In¬ 
sure Upon Completion, the mortgagee on 
the date of the first principal payment 
shall pay a second premtum equal to one- 
half of one percent of the average out¬ 
standing principal obligation of the 
mortgage for the year following such 
first principal payment date which shall 
be adjusted so as to accord with such 
date and so that the aggregate of the 
said two premiums shall equal the sum 
of one-half of one percent per annum 
of the average outstanding principal 
obligation of the mortgage for the period 
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from the date of the Insurance endorse¬ 
ment to one year following the date of 
the first principal payment. 

(d) Until the mortgage Is paid In full, 
or until receipt by the Commissioner of 
an application for Insurance benefits, or 
until the contract of Insurance Is other¬ 
wise terminated with the consent of the 
Commissioner, the mortgagee, on each 
anniversary of the date of the first prin¬ 
cipal payment, shall pay an annual mort¬ 
gage insurance premium equal to one- 
half of one percent of the average 
outstanding principal obligation of the 
mortgage for the year following the date 
on which such premium becomes payable. 

(e) The premiums payable on and 
after the date of the first principal pay¬ 
ment shall be calculated In accordance 
with the amortization provisions with¬ 
out taking Into account delinquent pay¬ 
ments or prepayments. 

(f) Premiums shall be payable In cash 
or in debentures at par plus accrued in¬ 
terest. All premiums are payable in ad¬ 
vance and no refund can be made of 
any portion thereof except as hereinafter 
provided In this subpart. 

§ 207.252a Premium* — operating lou 
loans. 

(a) The mortgagee, upon the Insur¬ 
ance endorsement of the Increase loan 
credit Instrument covering the operating 
loss loan, shall pay to the Commissioner 
a first mortgage insurance premium of 
one-half of 1 percent of the original 
amount of the loan. 

(b) The provisions of paragraphs (d), 
(e), and <f> of i 207.252 shall apply to 
operating loss loans. 

g 207.253 Adjusted premium and termi¬ 
nation charge. 

(a) All rights under the insurance 
contract and all obligations to pay future 
insurance premiums shall terminate on 
the following conditions: 

(1) Payment to the Commissioner of 
an adjusted premium or termination 
charge computed as follows: 

(1) Two percent of the original face 
amount of the mortgage when the mort¬ 
gage is prepaid in full or the contract of 
insurance is voluntarily terminated with¬ 
in five years from the date of the initial 
endorsement for Insurance; or 

(U) One percent of the original face 
amount of the mortgage when the mort¬ 
gage Is prepaid in full or the contract of 
insurance is voluntarily terminated after 
five years from the date of initial en¬ 
dorsement for insurance; or 

(ill) If at the time of prepayment In 
full or voluntary termination a new in¬ 
sured mortgage is placed on the same 
property and the new mortgage Is less 
than the face amount of the original 
mortgage, the adjusted premium or ter¬ 
mination charge shall be computed at 
the relevant percentage prescribed in 
subdivision (1) or <il) of this subpara¬ 
graph of the difference between the face 
amount of the new mortgage and the 
original mortgage. The provision of this 
subdivision (HI) shall also apply to In¬ 
stances where there are a series of new 
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Individually Insured mortgages placed on 
the same property. 

(iv) If a new insured mortgage or 
mortgages arc placed on the same prop¬ 
erty within 1 year from the date of pre¬ 
payment In full or voluntary termination 
(or within such further time as the Com¬ 
missioner may approve In writing), the 
Commissioner shall refund to the mort¬ 
gagee for the account of the mortgagor 
any overpayment determined by recom¬ 
puting the adjusted premium or termi¬ 
nation charge using the formula pre¬ 
scribed in subdivision (ill) of this 
subparagraph. The provision of this 
subdivision (iv) shall also apply to in¬ 
stances where there are a series of new 
Individual insured mortgages placed on 
the same property. 

(2) Notice of the prepayment shall be 
given to the Commissioner, on a form 
prescribed by the Commissioner, within 
30 days from the date of the prepayment. 
The adjusted premium shall be remitted 
to the Commissioner with the notice of 
prepayment. Payment shall be made 
either in cash or debentures at par plus 
accrued interest. The insurance contract 
shall terminate effective as of the date 
of the prepayment. 

(3) Receipt by the Commissioner of a 
written request, on a form prescribed by 
the Commissioner, by the mortgagor and 
the mortgagee for such termination, ac¬ 
companied by a submission of the orig¬ 
inal credit instrument for cancellation 
of the insurance endorsement and the 
remittance of all sums to which the Com¬ 
missioner is entitled. The termination 
shall become effective as of the date 
these requirements are met. 

(b) In no event shall the adjusted 
premium charge or termination charge 
exceed the aggregate amount of premium 
charges which would have been payable 
if the mortgage had continued to be in¬ 
sured until maturity. 

(c) No adjusted premium charge shall 
be due the Commissioner In the follow¬ 
ing cases: 

(1) Where, at the time of such pre¬ 
payment. there is placed on the mort¬ 
gaged property a new Insured mortgage 
or mortgages for an amount equal to or 
greater than the original principal 
amount of the prepaid mortgage; or 

(2) Where the final maturity speci¬ 
fied in the mortgage is accelerated solely 
by reason of partial prepayments made 
by the mortgagor which do not exceed 
in any one calendar year 15 percent of 
the original face amount of the mort¬ 
gage; or 

(3) Where the final maturity specified 
in the mortgage is accelerated solely by 
reason of payments to principal to com¬ 
pensate for damage to the mortgaged 
property, including loss by condemna¬ 
tion or conveyance in lieu of condemna¬ 
tion. or a release of a part of such prop¬ 
erty, if approved by the Commissioner; or 

(4) Where payment In full is made 
of a delinquent mortgage: 

(I) On which foreclosure proceedings 
have been commenced; or 

(II) For the purpose of avoiding fore¬ 
closure, if the transaction is approved by 
the Commissioner; or 
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(5) Where, at the time of such pre¬ 
payment. there is placed on the prop¬ 
erty a new insured mortgage or mort¬ 
gages less than the original principal 
amount of the prepaid mortgage; Pro¬ 
vided, That the Commissioner finds that 
the collection of such charge would be 
inequitable under the particular circum¬ 
stances of the transaction. 

(5) Where prepayment in full Is made 
for the purpose of converting all of the 
individual units of a project to family 
units under section 234 of the Act. 

(7) Where the mortgage is paid in full 
from the proceeds of a direct loan 
granted under a program administered 
by the Secretary of Housing and Urban 
Development. 

(8) Where the mortgage is paid in full 
by a mortgagor which Is a federal, state 
or other governmental agency or in¬ 
strumentality. 

(9) Where the mortgage Ls paid in 
full after July 1, 1982 and the mort¬ 
gagor certifies to the Commissioner. In 
a manner satisfactory to him. that the 
payment was made by or on behalf of a 
nonprofit educational institution which 
Intends to use the property for educa¬ 
tional purposes. 

(10) Where the mortgage has been in¬ 
sured for 10 or more years and the 
Commissioner determines the following: 

(1) The mortgaged property has been 
operated at a deficit over n substantial 
period and major rehabilitation will help 
to remedy this condition. 

(11) FHA financing for rehabilitation 
is not feasible. 

(ill) Financing obtained to prepay the 
Insured mortgage will also finance the 
necessary rehabilitation and make the 
project competitive with other available 
rentals. 

(d) No termination charge shall be 
due the Commissioner where the termi¬ 
nation of insurance is: 

(1) In connection with a delinquent 
mortgage on which foreclosure proceed¬ 
ings have been commenced; or 

(2) For the purpose of avoiding fore¬ 
closure. If the transaction Is approved 
by the Commissioner. 

(3) Where the voluntary termination 
occurs for the purpose of converting all 
of the individual units of a project to 
family units under section 234 of the Act. 

(4) Pursuant to a request for termina¬ 
tion in a case where the mortgagor is a 
nonprofit educational Institution which 
certifies to the Commissioner, in a 
manner satisfactory to him, that the 
property will be used for educational 
purposes. 

(e) Upon termination of the mortgage 
insurance contract by a payment in full 
or by a voluntary termination, the Com¬ 
missioner shall refund to the mortgagee 
for the account of the mortgagor an 
amount equal to the pro rata portion 
of the current annual mortgage insur¬ 
ance premium theretofore paid, which 
Is applicable to the portion of the year 
subsequent to (1) the date of the pre¬ 
payment or (2) the effective date of the 
voluntary termination of the contract of 
insurance. 
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g 207.253a Termination of insurance 
contract. 

(a) Reasons for termination. The 
happening of any of the following event* 
shall constitute an additional reason for 
terminating the contract of insurance 
without the payment of any adjusted 
premium or termination charge. In cases 
where the mortgagee has elected to con¬ 
vey the property to the Commissioner: 

(1) The acquisition by the mortgagee 
of the mortgaged property without con¬ 
veying it to the Commissioner. 

(2) The acquisition of the property at 
the foreclosure sale by a party other than 
the mortgagee. 

(3) The redemption of the property 
after foreclosure. 

(4) Notice given by the mortgagee 
after the foreclosure and during the re¬ 
demption period that it will not tender 
the property to the Commissioner. 

<b) Notice of termination. No con¬ 
tract of insurance shall be terminated 
until the mortgagee has given written 
notice thereof to the Commissioner 
within 30 days from the happening of 
any one of the events set forth in para¬ 
graph (a) of this section. 

(c) Effective termination date . The 
Commissioner shall notify the mortgagee 
that the contract of insurance has been 
terminated and the effective termination 
date. The termination shall be effective 
as of the date any one of the events set 
forth in paragraph (a) of this section 
occur. 

(d) Effect of termination . Upon 
termination of the contract of Insurance, 
the obligation to pay any subsequent 
MIP shall cease and all rights of the 
mortgagor and mortgagee shall be termi¬ 
nated. 

Insuranci Endorsement 
§ 207.2Si Insurance endorsement. 

(a) Initial endorsement . The Commis¬ 
sioner shall indicate his insurance of 
the mortgage by endorsing the original 
credit instrument and identifying the 
section of the Act and the regulations 
under which the mortgage is insured and 
the date of Insurance. 

(b) Final endorsement. When all ad¬ 
vances of mortgage proceeds have been 
made and all the terms and conditions 
of the commitment have been complied 
with to the satisfaction of the Commis¬ 
sioner, he shall indicate on the original 
credit Instrument the total of all ad¬ 
vances he has approved for insurance 
and again endorse such instrument. 

(c) Effect of endorsement. Prom the 
date of initial endorsement, the Commis¬ 
sioner and the mortgagee or lender shall 
be bound by the provisions of this sub- 
port to the same extent as if they had 
executed a contract including the provi¬ 
sions of this subpart and the applicable 
sections of the Act. 

Rights and Duties or Mortgages Undo 
the Contract or Insurance 

§ 207.255 Defaults* 

(a) The following shall be considered 
a default under the terms of a mortgage 
Insured under this subpart: 
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(1) Failure of the mortgagor to make 
any payment due under the mortgage; 
or 

(2) Failure to perform any other cov¬ 
enant under the provisions of the mort¬ 
gage, if the mortgagee, because of such 
failure, has accelerated the debt. 

(b) In the case of an operating loss 
loan, the failure of the mortgagor to 
make any payment due under such loan 
or under the original mortgage shall be 
considered a default under both the loan 
and original mortgage. 

(c) If such defaults as defined in par¬ 
agraphs (a) and (b) of this section con¬ 
tinue for a period of 30 days the mort¬ 
gagee shall be entitled to receive the 
benefits of the insurance hereinafter 
provided. 

(d) For the purposes of this section 
the date of default shall be considered 
as: 

(1) The date of the first uncorrected 
failure to perform a covenant or obli¬ 
gation; or 

(2) The date of the first failure to 
make a monthly payment which subse¬ 
quent payments by the mortgagor are 
insufficient to cover when applied to the 
overdue monthly payments in the order 
in which they became due. 

g 207.256 Notice. 

(a) If the default as defined in 
S 207.255 is not cured within the 30 day 
grace period, the mortagee shall within 
30 days thereafter notify the Commis¬ 
sioner in writing of such default. 

(b) Notwithstanding the provision of 
1207.255(b), the mortagee will be re¬ 
quired to give notice in writing to the 
Commissioner of the failure of the mort¬ 
gagor to comply with such covenant re¬ 
gardless of the fact the mortgagee may 
not have elected to accelerate the debt. 

g 207.256a Rcii\»tatcmenl of defaulted 
mortgage. 

If after default and prior to the com¬ 
pletion of foreclosure proceedings the 
mortgagor shall cure the default, the in¬ 
surance shall continue as if a default had 
not occurred, provided the mortgagee 
gives written notice of reinstatement to 
the Commissioner. 

8 207.256b Modification of mortgage 
terms* 

(a) The mortgagor and the mortgagee 
may. with the approval of the Commis¬ 
sioner, enter into an agreement which 
extends the time for curing a default un¬ 
der the mortgage or modifies the pay¬ 
ment terms of the mortgage. 

<b) The Commissioner's approval of 
the type of agreement specified in para¬ 
graph (a> of this section shall not be 
given unless the mortgagor agrees l h 
writing that, during such period as pay¬ 
ments to the mortgagee are less than the 
amounts required under the terms of the 
original mortgage, it will hold in trust for 
disposition as directed by the Commis¬ 
sioner all rents or other funds derived 
from the property which are not required 
to meet actual and necessary expenses 
arising in connection with the operation 
of such property, including amortization 
charges under the mortgage. 


<c> The Commissioner may exempt a 
mortgagor from the requirement of para¬ 
graph (b) of this section in any case 
where the Commissioner determines that 
such exemption does not Jeopardize the 
interests of the United States. 

g 207.257 Comim»Moncr*» right to re¬ 
quire acceleration. 

Upon receipt of notice of violation of 
a covenant, as provided for in f 207.256 
(b). or otherwise being apprised thereof, 
the Commissioner reserves the right to 
require the mortgagee to accelerate pay¬ 
ment of the outstanding principal bal¬ 
ance due in order to protect the interests 
of the Federal Housing Commissioner. 

g 207.258 Inaurance claim requirement** 

(a) Alternative election by mortgagee. 
When the mortgagee becomes eligible to 
receive mortgage insurance benefits pur¬ 
suant to $ 207.255(c), it shall, within 45 
days thereafter, give the Commissioner 
written notice of its intention to file an 
insurance claim and of its election either 
to assign the mortgage to the Commis¬ 
sioner. as provided in paragraph (b) of 
this section, or to acquire and convey 
title to the Commissioner, as provided in 
paragraph (c) of this section. 

(b) Assignment of mortgage to Com¬ 
missioner. If the mortgagee elects to as¬ 
sign the mortgage to the Commissioner, 
it shall, at any time within 30 days after 
the date of the notice of such election, 
file its application for Insurance benefits 
and assign, in such manner as the Com¬ 
missioner may require, the original credit 
and security Instruments to the Commis¬ 
sioner. In addition, the following re¬ 
quirements shall be met: 

(1) Notice of assignment. On the date 
the assignment of the mortgage Is filed 
for record, the mortgagee shall notify the 
Commissioner on a form prescribed by 
him of such assignment, and shall also 
notify the FHA Assistant Commis¬ 
sioner-Comptroller by telegram of such 
recordation. 

(2) Warranty of mortgagee . The as¬ 
signment shall be made without recourse 
or warranty, except that the mortgagee 
shall warrant that: 

(i) No act or omission of the mort¬ 
gagee has impaired the validity and 
priority of the mortgage. 

(U) The mortgage is prior to all me¬ 
chanics' and materialmen's Hens filed of 
record subsequent to the recording of the 
mortgage, regardless of whether such 
liens attached prior to the recording 
date. 

(iii) The mortgage la prior to all liens 
and encumbrances which may have at¬ 
tached or defects which may have arisen 
subsequent to the recording of the mort¬ 
gage, except such liens or other matters 
as may be approved by the Commis¬ 
sioner. 

(iv) The amount stated in the instru¬ 
ment of assignment Is actually due un¬ 
der the mortgage and there are no offsets 
or counterclaims against such amount. 

(v) The mortgagee has & good right 
to assign the mortgage. 
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(3) Items delivered by mortgagee . 
The mortgagee shall deliver to the Com¬ 
missioner. within 45 days after the as¬ 
signment Is filed for record, the items 
enumerated below: 

(I) An assignment of all claims of the 
mortgagee against the mortgagor or 
others arising out of the mortgage trans¬ 
action. 

(II) All policies of title or other In¬ 
surance or surety bonds or other guar¬ 
anties. and any and all claims thereun¬ 
der, Including evidence satisfactory to 
the Commissioner that the effective date 
of the original title coverage has been 
extended to include the assignment of 
the mortgage to the Commissioner. 

(ill) All records, ledger cards, docu¬ 
ments, books, papers, and accounts relat¬ 
ing to the mortgage transaction. 

(lv) All property of the mortgagor 
held by the mortgagee or to which it Is 
entitled (other than the cash items which 
are to be retained by the mortgagee) 
pursuant to subparagraph (4) of this 
paragraph. 

(v) Any additional information or 
data which the Commissioner may 
require. 

(4) Disposition of cash items . The 
following cash items shall either be re¬ 
tained by the mortgagee or delivered to 
the Commissioner in accordance with 
instructions to be issued by the Commis¬ 
sioner at the time the insurance claim is 
filed: 

(1) Any balance of the mortgage loan 
not advanced to the mortgagor. 

(ii) Any cash held by the mortgagee 
or its agents or to which it Is entitled, in¬ 
cluding deposits made for the account of 
the mortgagor, and which have not been 
applied In reduction of the principal of 
the mortgage indebtedness. 

(ill) All funds held by the mortgagee 
for the account of the mortgagor received 
pursuant to any other agreement. 

(iv) The amount of any undrawn bal¬ 
ance under a letter of credit used In lieu 
of a cash deposit. 

(c) Conveyance of title to Commis¬ 
sioner. If the mortgagee elects to 
acquire and convey title to the Commis¬ 
sioner. the following requirements shall 
be met: 

(1) Alternative actions by mortgagee. 
At any time within a period of 30 days 
after the date of the notice of such elec¬ 
tion. the mortgagee shall take one of the 
alternative actions in subparagraph (2) 
or (3) of this paragraph. 

(2) Foreclosure of mortgage . The 
mortgagee may elect to commence fore¬ 
closure proceedings. If the laws of the 
State where the property Is located do 
not permit institution of foreclosure 
within such 30-day period, foreclosure 
shall be commenced not less than 30 days 
after such action can be taken. Under 
such proceedings, the mortgagee shall 
take one of the following actions: 

(1) Obtain possession of the mortgaged 
property and the Income therefrom 
through the voluntary surrender thereof 
by the mortgagor. 

(U) Institute and prosecute with rea¬ 
sonable diligence, proceedings for the 
appointment of a receiver to manage the 
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mortgaged property and collect income 
therefrom. 

(ill) Proceed to exercise such other 
lights and remedies as may be available 
to It for the protection and preservation 
of the mortgaged property and to obtain 
the income therefrom under the mort¬ 
gage and the law of the particular 
Jurisdiction. 

(iv) With the prior approval of the 
Commissioner, exercise the power of sale 
under a deed of trust. 

(3) Acquisition of title and possession. 
The mortgagee, with the approval of the 
Commissioner, may elect to acquire pos¬ 
session of, and title to. the mortgaged 
property by means other than foreclo¬ 
sure. With the prior approval of the 
Commissioner, title may be transferred 
directly to the Commissioner. 

(4) Notice of foreclosure. The mort¬ 
gagee shall give written notice to the 
Commissioner within 30 days after the 
Institution of foreclosure proceedings 
and shall exercise reasonable diligence In 
prosecuting such proceedings to comple¬ 
tion. Any developments which might 
delay the consummation of such pro¬ 
ceedings shall be promptly reported to 
the Commissioner. 

(5) Transfer by mortgagee. After ac¬ 
quiring title to and possession of the 
property, the mortgagee shall (within 
30 days of such acquisition) transfer title 
and possession of the property to the 
Commissioner. The transfer shall be 
made In such manner as the Commis¬ 
sioner may require. On the date the deed 
is filed for record, the mortgagee shall 
notify the Commissioner on a form pre¬ 
scribed by him of the filing of such 
conveyance, and shall also notify the 
FHA Assistant Commissioner-Comptrol¬ 
ler by telegram of such recordation. 

(6) Filing of deed and application. 
The mortgagee shall file its application 
for Insurance benefits at the time of 
filing for record of the deed conveying 
the property to the Commissioner. 

(7) Deed covenants and documents. 
The deed conveying the property to the 
Commissioner shall c6ntaln covenants 
satisfactory to the Commissioner. The 
original deed shall be forwarded to the 
Commissioner as soon as received from 
the recording authority. The following 
documents shall be forwarded with the 
deed: 

(1) A bill of sale covering any personal 
property to which the mortgagee is en¬ 
titled by reason of the mortgage trans¬ 
action or by the acceptance of a deed 
in lieu of foreclosure. 

(U) An assignment of all claims of the 
mortgagee against the mortgagor or 
others arising out of the mortgage trans¬ 
action and out of the foreclosure pro¬ 
ceedings or other means by which the 
property was acquired. 

(ill) An assignment of any claims on 
account of title Insurance and fire or 
other hazard insurance, except claims 
which have been released with the prior 
approval of the Commissioner. 

(8) Title evidence. Evidence of title, 
satisfactory to the Commissioner and 
meeting the requirements of $ 207.258a 
shall be furnished to the Commissioner 
(without expense to him) within 45 days 
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of the filing for record of the deed con¬ 
veying the property to him. 

(9) Disposition of cash items. The 
provisions of paragraph (b) (4) of thii 
section, relating to the retention or de¬ 
livery of cash items, shall be applicable 
to cases involving the conveyance of 
property to the Commissioner. 

§ 207.258a Title requirement*. 

(a) Form of title exddence. The title 
evidence submitted with a conveyance 
of the property to the Commissioner shall 
be in the form of an owner's policy of title 
insurance, except that. If an abstract and 
attorney's opinion were accepted by the 
Commissioner at the time of Insurance, 
the title evidence may be in such form. 
The title evidence shall be effective on or 
after the date of the recording of the 
conveyance to the Commissioner. 

(b) Content of title evidence . To bo 
satisfactory to the Commissioner, the 
title evidence covering the property con¬ 
veyed to him shall show the same title 
vested in the Commissioner as was vested 
in the mortgagor as of the date of the 
mortgage was filed for record, with the 
exception of such liens or other matters 
affecting the title as may be approved 
by the Commissioner. 

g 207.259 Insurance benefits. 

(a) Method of payment . Upon either 
an assignment of the mortgage to the 
Commissioner or a conveyance of the 
property to him in accordance with the 
requirements of 1207.258. payment of 
insurance claim shall be made in cash, 
in debentures, or in a combination of 
both, as determined by the Commissioner 
at the time of payment, except that 
where the mortgage is Insured pursuant 
to section 223(e) of the National Housing 
Act such claim shall be paid in cash 
from the Special Risk Insurance Fund, 
unless the mortgagee files a written re¬ 
quest with the application for payment in 
debentures. If such a request is made, the 
claim shall be paid by issuing debentures 
and by paying any balance in cash. 

(b) Amount of payment; assignment 
of mortgage. If the mortgage is as¬ 
signed to the Commissioner, the insur¬ 
ance benefits shall be paid in an amount 
determined as follows: 

(1) By adding to the unpaid principal 
amount of the mortgage, computed as 
of the date of default, the following 
items: 

(1) The amount of all payments made 
by the mortgagee for taxes, special 
assessments and water rates which are 
liens prior to the mortgage; for Insur¬ 
ance on the property; and for any mort¬ 
gage insurance premiums paid after de¬ 
fault. 

(il) An allowance for reasonable pay¬ 
ments made by the mortgagee, with the 
approval of the Commissioner, for the 
completion and preservation of the 
property. 

(ill) An amount equivalent to the 
debenture Interest which would have 
been earned on the portion of the insur¬ 
ance benefits paid in cash, as of the date 
such cash payment is made, except that 
when the mortgagee falls to meet any 
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one of the applicable requirements of 

207.256 and 207.258 within the speci¬ 
fied time and In a manner satisfactory 
to the Commissioner (or within such 
further time as the Commissioner may 
approve in writing), the Interest allow¬ 
ance In such cash payment shall be com¬ 
puted only to the date on which the 
particular required action should have 
been taken or to which It was extended. 

(2) By deducting from the total of the 
Items computed under subparagraph (1) 
of this paragraph, the following Items: 

(I) Any amount received by the mort¬ 
gagee on account of the mortgage after 
the date of default. 

(II) Any net Income received by the 
mortgagee from the property covered by 
the mortgage after the date of default. 

(III) The sum of the cash Items re¬ 
tained by the mortgagee pursuant to 
1207.258(b)(4), except the balance of 
the mortgage loan not advanced to the 
mortgagor. 

(lv) An amount equivalent to 1 per¬ 
cent of the mortgage funds advanced to 
the mortgagor and not repaid as of the 
date of default, except that all or part 
of the 1 percent may be waived by the 
Commissioner If. at his request and In 
lieu of foreclosure, the mortgage Is as¬ 
signed to the Secretary. 

(c> Amount of payment; conveyance 
of property . If the property is con¬ 
veyed to the Commissioner, the Insur¬ 
ance benefits shall be paid In an amount 
determined in accordance with para¬ 
graph (b) of this section, except that 
the Item set forth In paragraph (b) (2) 
(lv) shall not be deducted. 

(d) Issuance of certificate of claim. 
In addition to the Insurance benefits 
paid under paragraph (b) or (c) of tills 
section, a certificate of claim shall be 
issued to the mortgagee. 

(1) In the case of an assignment of 
the mortgage, the certificate shall be 
for an amount which the Commissioner 
determines to be sufficient, when added 
to the amount of the Insurance benefits, 
to equal the amour j t the mortgagee 
would have received If. on the date of 
assignment to the Commissioner, the 
mortgagor had paid In full all obliga¬ 
tions under the mortgage. Where a 
conveyance Is Involved, there shall also 
be Included In the certificate an allow¬ 
ance In a reasonable amount for any 
necessary expenses Incurred by the 
mortgagee In connection with the fore¬ 
closure proceedings or the acquisition of 
the mortgaged property otherwise and 
in connection with the conveyance of 
the property to the Commissioner. 

(2) The certificate of claim shall pro¬ 
vide for an uncompounded annual In¬ 
terest increment of 3 percent to begin 
as of the date of either assignment or 
conveyance. 

(e) Issuance of debentures. Where 
debentures are Issued, they shall meet 
the following requirements: 

(1) Be issued as of the date of default. 

(2) Be registered as to principal and 
Interest. 

(3) At the option of the Commissioner 
and with the approval of the Secretary 
of the Treasury, be redeemable at par 
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plus accrued interest on any se m i ann u a l 
Interest payment date on 3 months* no¬ 
tice of redemption given In such manner 
as the Commissioner shall prescribe. 
The debenture Interest on the debentures 
called for redemption shall cease on the 
semiannual interest payment date desig¬ 
nated In the call notice. The Commis¬ 
sioner may include with the notice of 
redemption an offer to purchase the 
debentures at par plus accrued interest 
at any time during the period between 
the notice of redemption and the re¬ 
demption date. If the debentures are 
purchased by the Commissioner after 
such call and prior to the named redemp¬ 
tion date, the debenture interest shall 
cease on the date of purchase. 

(4) Mature 20 years from the date 
thereof. 

(5) Be issued in multiples of $50. and 
any differences not In excess of $50 be¬ 
tween the amount of insurance benefits 
to which the mortgagee is entitled here¬ 
under and the aggregate face amount of 
the debentures issued, shall be paid In 
cash by the Commissioner to the mort¬ 
gagee. 

(6) Bear interest from the date of Is¬ 
sue. payable semiannually on the first day 
of January and the first day of July of 
each year at the rate in effect as of the 
date the commitment was issued, or as 
of the date of initial insurance endorse¬ 
ment of the mortgage, whichever rate Is 
the higher. The following interest rates 
are effective for the dates listed: 


WwUw niUi (fwroant) On or oft or- l*rlor to- 


. Jan. 1 , 1967 itia. UW» 

g 

.. ...July 1,1909 J»u 1,11)70 

. * _ _Jan. 1,1070 July 1,1070 

& . 

_ _.July 1,1970 Jan 1, 1071 

. .Jan. i, urn July 1,1971 

AS - 

. July 1,1971 _ _ _ 


(7) Debentures representing the por¬ 

tion of the claim applicable to an operat¬ 
ing loss loan shall bear interest at the 
rate in effect as of the date the commit¬ 
ment to insure such loan was issued, or 
as of the date of endorsement for insur¬ 
ance of such loan, whichever rate Is the 
higher, although debentures represent¬ 
ing the portion of the claim applicable 

to the original mortgage may bear in¬ 
terest at a different rate. 

§ 207.259a Waiver of title objection; 
mortgage* § formerly Co«nmi**ionrr- 
held. 

If the Commissioner sells a mortgage 
and such mortgage is later reassigned to 
him in exchange for debentures or the 
property covered by such mortgage is 
later conveyed to him In exchange for 
debentures, the Commissioner will not 
object to title by reason of any lien or 
other adverse interest that was senior to 
the mortgage on the date of the orig¬ 
inal sale of such mortgage by the 
Commissioner. 

% 207.260 Protection of mortgage secu¬ 
rity. 

(a) Annual inspection of property by 
mortgagee . As long as the mortgage is 


Insured by the Commissioner, the mort¬ 
gagee shall ascertain the general physi¬ 
cal condition of the mortgaged proper!' 
in each calendar year commencing with 
the calendar year following completion 
of the project. The mortgagee shall fur¬ 
nish the Commissioner and the mort¬ 
gagor with a copy of its inspection re¬ 
port, which shall contain the mortgagee's 
recommendations for any necessary 
action. 

(b) Damage to property by unreason¬ 
able use . abuse, or neglect. If a claim for 
mortgage insurance benefits is filed, the 
Commissioner will accept an assignment 
of the mortgage or conveyance of the 
property even though the buildings or 
Improvements thereon have been sub¬ 
jected to permanent or substantial dan. 
age through unreasonable use, abuse of 
neglect. The mortgagee shall not be held 
responsible for such damage and deduc¬ 
tions therefor will not be made from 
mortgage insurance benefits. 

(c) Insurance of property against fir? 
and other hazards . The mortgaged prop¬ 
erty shall be insured against fire and 
other hazards as provided in the mort¬ 
gage. The mortgagee shall obtain such 
coverage In the event the mortgagor fails 
to do so. If the mortgagee falls to pay any 
premiums necessary to keep the mort¬ 
gaged premises so Insured, the contract 
of mortgage insurance may be termi¬ 
nated at the election of the Commis¬ 
sioner. 

(d) Effect of failure to provide insur¬ 
ance; cancellation of insurance. IX the 
mortgage Is assigned to the Commis¬ 
sioner or the property is conveyed to the 
Commissioner and at the time of such 
assignment or conveyance the property 
has been damaged by fire or other haz¬ 
ards and loss has been sustained because 
of failure to keep the property insured 
as provided in the mortgage, the amount 
of such loss may be deducted from the 
insurance benefits paid by the Commis¬ 
sioner, unless the following conditions 
are met: 

Cl) The property shall have been cov¬ 
ered by Insurance against fire and other 
hazards at the time the mortgage was 
Insured. 

(2) 8uch insurance shall have been 
later canceled or renewal shall have been 
refused by the insuring company. 

(3) The mortgagee shall have noti¬ 
fied the Commissioner within 30 days (or 
within such further time as the Com¬ 
missioner may approve) of the cancel¬ 
lation of the insurance or of the refusal 
of the Insuring company to renew the 
Insurance. Such notification shall have 
been accompanied by a certification that 
the mortgagee’s diligent efforts to ob¬ 
tain insurance coverage against fire and 
other hazards at reasonably competitive 
rates were unsuccessful and that It 
would continue its efforts to obtain ade¬ 
quate Insurance coverage at competitive 
rates. 

(e) Application of insurance proceeds 
(1) In the event a loss has occurred to 
the mortgaged property under any policy 
of fire or other hazard insurance and the 
mortgagee has received the proceeds 
therefrom, it shall not exercise its option 
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under the mortgage to use the proceeds 
of such Insurance for the repairing, re¬ 
placing. or rebuilding of the premises, or 
apply them to the mortgage indebted¬ 
ness. or make other disposition of such 
proceeds, without the prior written ap¬ 
proval of the Commissioner. 

(2) If the proceeds are applied to the 
mortgage with such prior written ap¬ 
proval and result in the payment in full 
of the entire mortgage indebtedness, the 
contract of mortgage Insurance made 
with the Commissioner shall thereupon 
terminate. 

(3) If the Commissioner shall fail to 
give his approval to the use or applica¬ 
tion of such funds for either of said pur¬ 
poses within 30 days after written request 
by the mortgagee, the mortgagee may 
use or apply such funds for any of the 
purposes specified in the mortgage with¬ 
out the approval of the Commissioner. 

Assignments 

§ 207.261 Assignment of insured mort¬ 
gages. 

(a) In general . An approved mort¬ 
gagee may assign, transfer or pledge an 
insured mortgage or a partial Interest 
in an insured mortgage by way of a par¬ 
ticipation or other arrangement, in ac¬ 
cordance with the terms and conditions 
prescribed in this section. 

(b) Bonds. Bonds or other obligations 
issued in connection with an Insured 
mortgage executed in the form of an in¬ 
denture of trust may be transferred as 
provided in the trust indenture and the 
provisions of paragraph (g) of this sec¬ 
tion shall not be applicable to these 
transfers. 

<c> Transfers prior to full disburse¬ 
ment. Transfers or pledges of the in¬ 
sured loan may be made prior to full 
disbursement only with the prior written 
approval of the Commissioner. 

(d) Transfers after full disbursement . 
Transfers after full disbursement may 
be made only to a transferee approved by 
the Commissioner. Upon assumption by 
the transferee of all obligations under 
the contract of mortgage insurance, the 
transferor shall be released from its ob¬ 
ligations under such contract. The 
transfer shall be reported to the Commis¬ 
sioner on a form satisfactory to the 
Commissioner. 

(e) Transfer of partial interest under 
varticipation agreement. A partial in¬ 
terest in an insured mortgage may be- 
transferred without obtaining the ap¬ 
proval of the Commissioner under a par¬ 
ticipation agreement or arrangement if 
the following conditions are met: 

(1) The insured mortgage shall be 
held by an approved mortgagee subject 
to the Inspection and supervision of a 
governmental agency authorized by law 
to make periodic examination of its 
books and accounts, and which shall for 
the purposes of this section be herein¬ 
after referred to as the "principal" 
mortgagee; 

<2) The “principal" mortgagee shall 
at all times retain at least a ten percent 
beneficial interest in the Insured mort¬ 
gage up to the time of final endorsement, 


and at least a five percent beneficial in¬ 
terest thereafter; 

(3) A participation or partial Interest 
in an insured mortgage shall be Issued 
to and held only by a holder meeting one 
of the following qualifications: 

(i) A mortgagee approved by the 
Commissioner; 

(ii) A pension or retirement fund or 
a profit-sharing plan maintained and 
administered by a corporation or by a 
governmental agency or by a trustee or 
trustees, which the "principal" mort¬ 
gagee determines has lawful authority to 
acquire a partial Interest in an insured 
mortgage under the conditions set forth 
in this paragraph: 

(HI) A charitable or nonprofit organi¬ 
sation. 

(4) The participation agreement or 
arrangement, in addition to other provi¬ 
sions as may be agreed upon between the 
participants, shall provide that the 
"principal" mortgagee shall remain the 
mortgagee of record under the contract 
of mortgage insurance; and that the 
Commissioner shall have no obligation to 
recognize or deal with any other party 
except the mortgagee of record with re¬ 
spect to the rights, benefits and obliga¬ 
tions of the mortgagee under the con¬ 
tract of insurance. 

(f) Notice not required. No notice of 
any sale or transfer of a participating or 
partial Interest shall be required, unless 
the insured mortgage is transferred in its 
entirety to a new "principal" mortgagee 
on the public records. 

(g) Unauthorised transfer . pledge or 
assignment . The contract of insurance 
may. at the option of the Commissioner 
and under such conditions as he may 
prescribe, be terminated In the event of 
a transfer, pledge or assignment of an 
Insured mortgage or of a partial or par¬ 
ticipating interest therein, which does 
not meet the requirements contained In 
this section. 

Extension of Time 

§ 207.261a Actions lo be taken by mort¬ 
gagee* 

With respect to any action required of 
the mortgagee within a period of time 
prescribed by this subpart, the Commis¬ 
sioner may extend such period. 

Rights in Housing Pun© 

§ 207.262 No vested right in fund. 

Neither the mortgagee nor the mort¬ 
gagor shall have any vested or other 
right In the General Insurance Fund. 

Amendments 

§ 207.499 Effect of amendment*. 

The regulations In this subpart may be 
amended by the Commissioner at any 
time and from time to time, in whole or 
in part, but such amendment shall not 
adversely affect the interests of a mort¬ 
gagee or lender under the contract of 
insurance on any mortgage or loan al¬ 
ready insured and shall not adversely 
affect the interests of a mortgagee or 
lender on any mortgage or loan to be 
insured on which the Commissioner has 
made a commitment to Insure. 


PART 209—INDIVIDUAL HOMES; 

WAR HOUSING MORTGAGE IN¬ 
SURANCE [SEC. 6031 

Subpart A—(Rvtarvadl 

Subpart B—Contract lights and 
Obligation* 

Sac. 

209.251 Incorporation by reference. 

209.255 Due data of initial MIP 
209.260 Adjustment of initial MIP. 

200.266 Amount of annual MIP 

209.270 Pro rata adjustment of MIP upon 
prepayment. 

209.275 payment of delinquent interest. 
200.280. Special forbearance relief—owner¬ 
ship of ten unit project. 

209285 Insurance benefits—conveyed prop¬ 
erties—foreclosure costs. 

209.290 Debenture Interest rata. 

209295 Maturity of debentures. 

209200 Applicability to outstanding mort¬ 
gages and commitments. 

AtrmoaiTT: The provisions of this Part 
209 Issued under sec. 007. 66 8tat. 61: 12 
U-S.O. 1742: interpret or apply sec. 003, 66 
Slat. 50 as amended: 12 UB.C. 1738. 

Subporf A—[Reserved] 

Subpart B—Contract Rights and 
Obligations 

§ 209.231 Incorporation by rrfrrencr. 

(a) All of the provisions of Subpart B, 
Part 203 of this chapter covering mort¬ 
gages insured under section 203 of the 
National Housing Act apply to mortgages 
covering individual homes in connection 
with war housing insurance under sec¬ 
tion 603 of the National Housing Act. 
except: 

Sec. 

203.266 Due date of initial MIP. 

203 268 Adjustment of Initial MIP. 

203 269 Pro rata payment of initial MIP. 

203.276 Amount of annual MIP. 

203.276 Due date of annual MIP, 

203.278 Pro rata payment of annual MIP. 
203.402 Items Included in payment—con¬ 
veyed properties. 

203.406 Debenture interest rate. 

203.406 Maturity of debentures. 

203.420 Nature of Mutual Mortgage Insur¬ 

ance Fund. 

203.421 Allocation of Mutual Mortgage In¬ 

surance Fund Income or lose. 

203.422 Right and liability under Mutual 

Mortgage Insurance Fund. 

203.423 Distribution of distributive shares. 

203.424 Maximum amount of distributive 

shares. 

203 425 Finality of determination. 

203.498 Applicability to outstanding mort¬ 

gagee and commitments. 

203.499 Effective date. 

<b) For the purposes of this subpart, 
all references in Part 203 of this chapter 
to section 203 of the net shall be con¬ 
strued to refer to section 603 of the act, 
and all references to the Mutual Mort¬ 
gage Insurance Fund shall be construed 
to refer to the General Insurance Fund. 

§ 209.235 Due dole of initial MIP. 

The Initial MIP shall be paid on the 
date on which the Insurance becomes 
effective by endorsement. 

g 209.260 Adjiintment of initial MIP. 

Regardless of whether the period 
covered by the MIP Is more or less than 
1 year, a payment shall be made to the 
Commissioner on account of the Initial 
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MTP which payment shall be In an 
amount eqUal to one-half percent of 
the average outstanding principal ob¬ 
ligation for the first year of amortiza¬ 
tion under the mortgage. If such pay¬ 
ment Is less than the minimum premium 
or more than the maximum premium 
prescribed by the act. the Initial MIP 
shall be in such minimum amount and 
the amount of the second premium shall 
be adjusted accordingly. If such pay¬ 
ment is within the limitations prescribed 
by the act, no adjustment shall be made 
and the amount of the payment shall 
be retained by the Commissioner as the 
initial MIP. 

fj 209.265 Amount of annual MIP. 

After payment of the Initial MIP and 
until the mortgage Is paid In full or 
until an application for Insurance bene¬ 
fits Is received by the Commissioner or 
until the contract Is otherwise ter¬ 
minated with the consent of the Com¬ 
missioner. the mortgagee shall continue 
to pay annual MIP to the Commissioner. 
Annual MIP shall be paid on the an¬ 
niversary date of the beginning of 
amortization. It shall be paid In an 
amount equal to one-half percent of the 
average outstanding principal obligation 
for the 12-month period following the 
date on which the premium becomes 
payable. 

§ 209.270 Pro rata ndjoMiiimi of MIP 
upon prepayment. 

Upon prepayment of the mortgage 
In full prior to maturity, the Commis¬ 
sioner shall refund to the mortgagee 
for the account of the mortgagor an 
amount equal to the pro rata portion of 
the current MIP theretofore paid which 
Is applicable to the portion of the year 
subsequent to such payment, computed 
from the first day of the month follow¬ 
ing the month In which such prepay¬ 
ment occurs. No such refund shall be 
made In any case where the prepay¬ 
ment occurs in the twelfth month of 
the premium year. 

§ 209.275 Payment of delinquent inter- 
ett. 

The mortgagee may. with the written 
consent of the Commissioner, apply 
partial payments to delinquent Interest 
to the exclusion of prior delinquent 
principal payments at a rate not In ex¬ 
cess of the Interest rate applicable to 
debentures to which the mortgagee may 
be entitled. Where the partial pay¬ 
ments ore so applied, the date of de¬ 
fault shall be 30 days after the due 
date of the earliest monthly payment 
any part of which remains unpaid. 

§ 209.280 Special forbearance relief— 
ownership of ten unit project. 

The Commissioner may consent to the 
mortgagee entering Into a written agree¬ 
ment with the mortgagor providing for 
a postponement for a period not to ex¬ 
ceed 1 year of that part of the monthly 
payment which represents amortization 
of principal where the mortgagor Is the 
owner of a group of properties consist¬ 
ing of a project of not less than 10 
rental units. Such agreement shall ob¬ 
ligate the mortgagor to deposit with 
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the mortgagee the entire net income 
from all of the properties comprising 
the project, under arrangements satis¬ 
factory to the Commissioner. The 
agreement shall also obligate the mort¬ 
gagor to resume monthly payments after 
the effective period of the agreement In 
such amounts as will completely am¬ 
ortize the mortgage Indebtedness with¬ 
in the original maturity. The agree¬ 
ment shall In no way affect the amount 
of the annual MIP which shall continue 
to be calculated in accordance with the 
original amortization provisions. 

§ 209.285 Insurance benefit*—conveyed 
properties—foreclosure cotts. 

All of the provisions of f 203.402 of 
this chapter shall govern the computa¬ 
tion of the Items Included In Insurance 
benefits for conveyed properties, ex¬ 
cept that In lieu of the allowance in 
paragraph (f) of 9 203.402 of this chap¬ 
ter for foreclosure costs or for the costs 
of acquiring the property otherwise, 
there shall be Included on account of 
such costs. In those cases Involving mort¬ 
gages on which the unpaid principal ob¬ 
ligation at the time of the institution of 
foreclosure exceeds 80 percent of the ap¬ 
praised value of the property as of the 
date the mortgage was accepted for in¬ 
surance. and amount not in excess of the 
greater of the following: 

(a) Two percent of the unpaid prin¬ 
cipal of the mortgage as of the date of 
the Institution of foreclosure proceed¬ 
ings. but not In excess of $75; or 

(b) Two-thirds of the foreclosure 
costs or the costs of acquiring the prop¬ 
erty otherwise. 

§ 209.290 Debenture iiilcrcM rate. 

Debentures shall bear interest at the 
rate of 2*6 percent per annum in the 
case of mortgages endorsed for insurance 
prior to July 8. 1953, and at the rate of 
2% percent per annum In the case of 
mortgages endorsed for Insurance on or 
after July 8, 1953. and at the rate of 2% 
percent per annum If Issued In exchange 
for property accepted for Insurance pur¬ 
suant to commitments Issued by the 
Commissioner on or after May 29. 1954. 
payable semiannually on the first day of 
January and the first day of July of each 
year. 

g 209.295 Maturity of debenture. 

Debentures shall mature as follows: 

(a) Where the mortgage was insured 
pursuant to a commitment issued on or 
before May 25.1942. the debentures shall 
mature 3 years after the first day of July 
following the maturity date of the 
mortgage. 

(b) Where the mortgage was Insured 
pursuant to a commitment Issued subse¬ 
quent to May 25, 1942, the debentures 
shall mature 10 years after the date of 
issue. 


§ 209.300 Applicability to ouislanding 
mortgage* and commitment*. 

The regulations In this part are effec¬ 
tive as to all mortgages on which a com¬ 
mitment to Insure under section 603 of 
the act Is issued to an approved mort¬ 
gagee on or after July 15. 1946. When 


ever a mortgagee so desires, the provi¬ 
sions of this part shall become a part 
of any contract of Insurance heretofore 
made. The regulations In this part are 
also effective as to all mortgages on 
which a commitment to insure under 
section 603 of the act pursuant to the 
provisions of section 610 of such act Is 
Issued to an approved mortgagee on or 
after August 19.1947. 

PART 210— MULTIFAMILY PROJECTS; 
WAR HOUSING MORTGAGE IN¬ 
SURANCE CSEC. 6081 

Subpart A— lltiavail 
Subpart B—Contract Right* and Obligation* 
gee* 

210.251 Incorporation by reference. 

210.253 Adjusted premium and termination 
charge rate. 

210-250 Adjusted premium and termination 
charge not due. 

210.265 Debenture interest rate and term 
210 275 Applicability to outstanding mort¬ 
gage* and commitmenta. 
Authority: The provisions of this Part 210 
issued under nee. 007. 55 8 tat. 01, as amended 
sec. 6X1. 62 SUt, 1271, as amended; 12 Ufi C 
1742. 1746. 

Subpart A—[Reserved! 

Subpart B—Contract Rights and 
Obligations 

8 210.251 Incorporation by reference. 

(a) All of the provisions of Subpart B 
Part 207 of this chapter covering mort¬ 
gages Insured under section 207 of the 
National Housing Act apply to war bous¬ 
ing multifamily project mortgages in¬ 
sured under section 608 of the National 
Housing Act except the following pro¬ 
visions: 

Bee. 

207253 Adjusted premium and terminal: 
charges. 

207259 Insurance benefits. 

207264 Effective date. 

Cb) For the purposes of this part all 
references in Subpart B. Part 207 of this 
chapter to section 207 of the Act shall 
bo construed to refer to section 608 of 
the Act. 

8 210.253 AdjuMrci premium and ter¬ 

mination charge rale. 

All of the provisions of I 207.253 of 
this chapter relating to adjusted premi¬ 
um and termination charges apply to 
mortgages insured under this part, ex¬ 
cept that the adjusted premium charge 
shall be at the rate of 1 percent of the 
original face amount of the mortgage 
regardless of when payment occurs. 

§210.260 Adjusted premium and ter¬ 
mination charge not dur. 

In addition to the cases listed in 

9 207.253 (c) and (d) of this chapter 
wherein no adjusted premium or ter¬ 
mination charge Is due. no such charge 
shall be due where the mortgagor Is a 
nonprofit mortgagor and the mortgage 
Interest rate was below the maximum 
permissible rate at the time the loan was 
endorsed for Insurance, if the transac¬ 
tion is approved by the Commissioner 
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§210.265 Debenture interest rate and 

term. 

AD of the provision* of I 207.259 of 
this chapter covering payment of insur¬ 
ance benefits shall be applicable to mort¬ 
gages insured under this part, except the 
debentures shall have the following 
characteristic*: 

<a> They shall be dated as of one 

month after the date of default pre¬ 
scribed in ft 207.255. 

(b) They shall mature 10 years from 
the date of issue. 

(c) They shall bear interest at the 
rates determined a* follows: 

(1) 2 V 2 percent, if the mortgage waa 

endorsed for insurance prior to July 8. 
1953. 

(2) 2% percent, if the mortgage waa 
endorsed for Insurance after July 7,1953; 
except that the rate shall be 2% percent 
if the mortgage was endorsed for Insur¬ 
ance pursuant to a commitment Issued 
after May 28.1954. 

§ 210.275 Applicability to outstanding 
mortgage* and commit menu. 

The regulations in this part shall be 
effective as to all mortgage* with respect 
to which a commitment to Insure under 
section 808 of the act is Issued on or 
after August 15. 1946. The regulations 
in this part are also effective as to all 
mortgages on which a commitment to 
Insure under section 608 of the act. pur¬ 
suant to the provisions of section 610 of 
such act, is issued on or after August 19. 
1947. 

PART 211—SINGLE FAMILY PROJECT 
LOANS; WAR HOUSING MORT¬ 
GAGE INSURANCE tSEC. 6111 

Subporf A— [R»terv«<f] 

Subpart B—Contract tight* end Obligation* 

See. 

211351 Incorporation by reference. 

311.255 Due date of Initial Mil*. 

211360 Adjustment of Initial MIP. 

211366 Amount of annual OOP. 

211370 Pro rata adjustment of MIP upon 
prepayment. 

211379 Insurance benefit*—conveyed prop¬ 
erties—foreclosure costs. 

311380 Debenture Interest rate. 

211.206 Maturity of debentures. 

211290 Applicability to outstanding mort¬ 
gages and commitments. 

Airrftoarrr: The provisions of tills Part 311 
U»ued under see. 007. 66 Slot. 01 . as amended: 
•* 0 . 011, 02 6tat. 1271. as amended; 12 UJBjO. 
1742. 1746. 

Subport A—[Reserved! 

Subpart B—Contract Right* and 
Obligations 

§ 211 >251 Incorporation by rcfrrcncc. 

(a) All ot the provisions of Subpart B. 
P*rt 203 of this chapter covering mort¬ 
ise* insured under section 203 of the 
National Housing Act apply to mortgage* 
covering individual home* released from 
project mortgage* in connection with 
large scale rental and sales war housing 
insurance under section 011 of the Na¬ 
tional Housing Act, except the fol¬ 
lowing: 


See. 

203.200 Due date of Initial MIP. 

208358 Adjustment of initial MIP. 

203.260 Pro rata payment of initial MIP. 
203375 Amount of annual MIP. 

203.270 Due date of annual MIP. 

203378 Pro rata payment of annual MIP. 
203.409 Item* included in payment—con¬ 
veyed properties. 

203.405 Debenture Interest rate. 

203.406 Maturity of debentures. 

203.420 Nature of Mutual Mortgage Insur¬ 

ance Fund. 

203.421 Allocation of Mutual Mortgage In¬ 

surance Fund income or loss 
208.492 Right and liability under Mutual 
Mortgage Insurance Fund. 

203.433 Distribution af distributive shares. 
203.424 Maximum amount of distributive 
shares. 

203.496 Finality of determination. 

206.406 Applicability to outstanding mort¬ 

gages and commitments. 

203.499 Effective date. 

(b) For the purpose* of thl* subpart, 
all references in Part 203 of this chapter 
to section 203 of the act shall be con¬ 
strued to refer to section 811 of the act, 
and all references to the Mutual Mort¬ 
gage Insurance Fund shall be construed 
to refer to the General Insurance Fund. 

§211.255 Due dale of initial MIP. 

The Initial MIP shall be paid on the 
date on which the insurance become* 
effective by endorsement. 

§ 211.260 Adjustment of initial MIP. 

Regardless of whether the period cov¬ 
ered by the MIP Is more or less than 1 
year, a payment shall be made to the 
Commissioner on account of the Initial 
MIP which payment shall be in an 
amount equal to one-half percent of the 
average outstanding principal obliga¬ 
tion for the first year of amortization 
under the mortgage. If such payment 
Is less than the minimum premium or 
more than the maximum premium pre¬ 
scribed by the act, the initial MIP shall 
be in such minimum amount and the 
amount of the second permium shall be 
adjusted accordingly. If such payment 
is within the limitations prescribed by 
the act. no adjustment shall be made 
and the amount of the payment shall be 
retained by the Commissioner as the 
initial MIP. 

§ 211.265 Amount of annual MIP. 

After payment of the Initial MIP 
and until the mortgage is paid in full 
or until the contract is otherwise termi- 
beneflts is received by the Commissioner 
or until an application for Insurance 
benefits is received by the Commissioner 
or until the contract is otherwise termi¬ 
nated with the consent of the Commis¬ 
sioner, the mortgagee shall continue to 
pay annual MIP to the Commissioner. 
Annual MIP shall be paid on the anni¬ 
versary date of the beginning of amorti¬ 
zation. It sliall be paid In an amount 
equal to one-half percent of the average 
outstanding principal obligation for the 
12-month period following the date on 
which the premium become* payable. 

§ 211.270 Pro rain adjustment of MIP 

upon prepayment. 

Upon prepayment of the mortgage In 
full prior to maturity, the Commissioner 


shall refund to the mortgagee for the 
account of the mortgagor an amount 
equal to the pro rata portion of the cur¬ 
rent MIP therefor paid which is appli¬ 
cable to the portion of the year subse¬ 
quent to such payment, computed from 
the first day of the month following the 
month in which such prepayment occurs. 
No such refund shall be made In any case 
where the prepayment occurs in the 
twelfth month of the premium year. 

§ 211.275 In-urn nco benefit*—conveyed 
properties—foreclosure costa. 

All the provisions of § 203.402 of this 
chapter shall govern the computation of 
the items included in insurance benefits 
for conveyed properties, except that in 
lieu of the allowance In paragraph (D 
of | 203.402 of thl* chapter for foreclo¬ 
sure costs or for the costs of acquiring the 
property otherwise, there shall be In¬ 
cluded on account of such costs. In those 
cases Involving mortgages on which the 
unpaid principal obligation at the time 
of the institution of foreclosure exceeds 
80 percent of the appraised value of the 
property as of the date the mortgage 
was accepted for insurance, an amount 
not In excess of the greater of the 
following: 

(a) Two percent of the unpaid princi¬ 
pal of the mortgage as of the date of the 
institution of foreclosure proceedings, 
but not In excess of $75; or 

(b) Two-thirds of the foreclosure 
costs or the costs of acquiring the prop¬ 
erty otherwise. 

§ 211.280 Debenture interest rote. 

Debentures shall bear Interest at the 
rate of percent per annum In the 
case of mortgages endorsed for Insurance 
prior to July 8. 1953, and at the rate of 
2% percent per annum In the case of 
mortgages endorsed for Insurance on or 
after July 8. 1953. and at the rate of 2& 
percent per annum If Issued In exchange 
for property accepted for insurance pur¬ 
suant to commitments Issued by the 
Commissioner on or after May 29, 1954, 
payable semiannually on the first day of 
January and the first day of July of 
each year. 

§ 21 1.285 Maturity of debentures. 

Debenture* shall mature 10 years from 
the date of issue. 

§211.290 Applicability to outstanding 
mortgages and commitments. 

The regulations in this part shall be 
effective as to all mortgages with respect 
to which a commitment to Insure under 
section 611 of the act is Issued on or after 
the date of this part. 

PART 213—COOPERATIVE HOUSING 
MORTGAGE INSURANCE 

Subpart A—Eligibility R^qulromontv—Prp{acf« 
Dtrormowi 

Sac. 

213.1 Definition!. 

Application and OoitMrratnrr 

213.2 Filing oC application and Issuance 

cl commitment. 

213.3 Fee* required by Commissioner. 

213.4 Maximum foe* and charges by 

mortgagee. 
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ow. 

213.5 Commissioner's estimate of replace¬ 

ment cost and appraised value. 

Eligible Mortgages and Loans 

213.6 Mortgage and loan requirement*. 

213.7 Maximum incurable amounU. 

213 6 Amortization period. 

213.0 Payment requirements. 

213.10 Maximum Interest rate. 

213.11 Mortgage to oover the entire prop¬ 

erty. 

213.12 Covenant against Hens. 

213.13 Covenant for fire insurance. 

213.14 Accumulation of accruals. 

213.15 Application of payment*. 

213.16 Mortgagor’s certificate or nondis¬ 

crimination and mortgage cove¬ 
nant regarding use of property. 

213.17 Mortgage release provisions. 

213.18 Prepayment privilege; prepayment 

and late charges. 

213.19 Issuance of bonds secured by trust 

Indenture. 

Eligible Mortgagors 

213.20 Eligibility of mortgagors. 

8uwe a vi s ion or Mortgagors 

21321 Liens. 

218.22 Obligations of mortgagor. 

213.23 Regulation and restriction of mort¬ 

gagors. 

213 .24 Issuance of stock. 

213.25 Patronage refunds. 

213.26 Working capital. 

213417 Assurances of completion. 

213.28 Labor standards and prevailing 

wage requirements. 

213.29 Renta and charges. 

213.30 Methods of operation. 

213.31 Exceptions and special provisions. 

213.32 Certificate of mortgagor regarding 

use of property for transient or 
hotel purposes. 

Adjustment or Mortoack Amount 

213.33 Certification of cost requirements. 

213.34 Porm of contract. 

213 35 Certificates of actual oost. 

213.36 Adjustment resulting from cost 

certification. 

213.37 Rehabilitation projects. 

213.38 Requisites of agreement and cer¬ 

tification. 

ExjgibiJ t Mortgagers and Lscnders 

213.39 Qualifications. 

Property Requirements 

213.40 Eligibility of property. 

213.42 Minimum number of units. 


Bee 

213.255 Premiums where first principal 

payment one year or leas after 
initial endorsement. 

213.256 Premiums; Insurance upon comple¬ 

tion. 

213.257 Premiums; purchasing coopera¬ 

tives; Existing Construction; 
supplementary loans to purchase 
existing community facility. 

213.258 Subsequent annual premiums. 
213.269 Computation of subsequent an¬ 
nual premiums. 

2134160 Allowable methods of premium 

payment. 

213.261 Termination of mortgago insur¬ 
ance—prepayment in full and 
voluntary termination—Investor 
project. 

3134162 Termination of mortgage Insur¬ 

ance—prepayment in full—man¬ 
agement. purchasing coopera¬ 
tive. sales and existing construc¬ 
tion project mortgages. 

231.263 Termination of mortgage Insur¬ 

ance—voluntary termination— 
management, purchasing co¬ 
operative. tales and existing 
construction project mortgages. 

213.264 Termination of insurance—prepay¬ 

ment In full and voluntary ter¬ 
mination—supplementary loans. 

213.266 Refunds upon prepayment In full 
or voluntary termination. 

213.266 Initial Insurance endorsement. 
213.260a Insurance fund obligations. 

213.267 Effect of Insurance endorsement. 
2134168 Final tnsuranoe endorsement. 
2134169 Endorsement of supplementary 

loans. 

2134170 Supplementary loans; election of 
action; claims; debentures. 

Cooperative Management Housing Insur¬ 
ance and D is t r ibuti v e Shares 

2134175 Nature of the Cooperative Man¬ 
agement Housing Insurance 
Fund- 

2134176 Allocation of Cooperative Man¬ 
agement Housing Insurance 
Fund lnoome or losses. 

2134177 Right and liability under the Co¬ 
operative Management Housing 
Insurance Fund. 

2134178 Distribution of distributive share. 
213.279 Maximum amount of distributive 
share. 

213280 Finality of determination. 

Subpart C —Eligibility Requirement*—Individual 
Properties Released From Project Mortgoge 

Definitions 


Title 


213601 Definitions. 


213 43 Eligibility of title. 

213.44 Title evidence. 

Other Eligible Mortgages 

213.45 Eligibility of miscellaneous type 

mortgages. 

213.45a Eligibility of mortgages covering 

housing in certain neighbor¬ 
hoods. 

Extension or Time and Protection or Work 
in Process 

213.46 Actions by Commissioner. 

213249 Effect of amendments. 

Subpart 8— Contract Rights and Obligations— 
Projects 

213251 Incorporation by reference. 

213 262 Definitions. 

213253 Premium upon Initial endorsement. 

213254 Premiums where first principal 

payment more than one year 
after initial endorsement. 


Attsoval or Mortgagees 
218602 Qualification of lenders. 

Arr lication and Commitment 

213.503 Submission of application. 

213.504 Form of application. 

213605 Approval and commitment. 

213.606 Builder's warranty. 

213606a Certificate of nondiscrimination by 
seller. 

Eligible Mortgages 
213.507 Form. lien. 

213608 Releases from project mortgage. 
213609 Maximum amount of mortgage and 
mortgagor's minimum Invest¬ 
ment. 

218610 Mortgage maturity. 

213611 Maximum Interest rate. 

213612 Amortization provisions. 

213613 Payment of insurance premiums or 
charges; prepayment premiums. 


Sec 

213614 Payments to Include other charges. 
213615 Payments, how applied. 

213616 Late charge. 

213617 Payments upon execution of mart- 
gage. 

213618 Maximum charges, fees or dis¬ 
counts. 

Eligible Mortgagors 

213620 Mortgage lien. 

213621 Relationship of Income to mort¬ 
gage payments. 

213622 Credit standing. 

213623 Certificate of nondiscrimination by 
mortgagor. 

213.524 Limitation on eligibility. 

Eligible Pro per ties 

213626 Nature of title Co realty. 

213.526 Dwelling unit located on prope rt y. 

Open-End Advances 

213.530 Eligibility of open-end advances. 
218650 Eligibility of mortgages ooverlng 
housing In certain neighbor¬ 
hoods. 

213.749 Effect of amendments. 

Sub pa rf D—Centred Rights and Obligations— 
Individual Properties Released From Project 
Mortgage 

213.751 Incorporation by reference. 

Authoritt : The provisions of this Part 213 
issued under sec. 211, 52 Btat. 23. as amended, 
sec. 213, 64 8tat. 54, as amended; 12 U6.0. 
1715b. 1716e. 

Subpart A—Eligibility Require¬ 
ments—Projects 

Definitions 
§ 213.1 Definitions. 

As used In this subpart, the following 
terms will have the meaning indicated 

(a) “Commissioner” means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representatives. 

(b) “Act” means the National Housin g 
Act, as amended. 

(c) “Private Mortgagor” means a pri¬ 
vate corporation or trust, formed or cre¬ 
ated with the approval of the Commis¬ 
sioner, or. In the case of an Investor 
Project, any mortgagor approved by the 
Commissioner, which Is regulated or re¬ 
stricted by the Commissioner as to rents, 
sales, charges, capital structure, rate of 
return, and methods of operation. 

(d) “Public Mortgagor” means a 
corporation or trust approved by the 
Commissioner which Is also a Federal 
or State instrumentality, a municipal 
corporate Instrumentality of one or more 
States, or a limited dividend or redevel¬ 
opment or housing corporation formed 
under and restricted by Federal or State 
laws or regulations of a State banking 
or insurance department as to rents 
charges, capital structure, rate of return, 
or methods of operation. 

(e> “Purchasing Cooperative” means 
the mortgagor of a Management Project 
which has purchased the project from 
the mortgagor of an Investor Project. 

(f) “Management Project” means a 
project owned by a mortgagor nonprofit 
cooperative ownership housing corpora¬ 
tion or trust which restricts permanent 
occupancy of the project to the members 
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of the corporation or to the beneficiaries 
of the trust. 

(g) 'Sales Project** means a project 
owned by a mortgagor nonprofit housing 
corporation or trust which Is organized 
for the purpose of construction of homes 
for members of the corporation or for 
beneficiaries of the trust 

(h) “Investor Project** means a proj¬ 
ect owned by a mortgagor which intends 
to sell the project to the mortgagor of a 
Management Project 

(i> “Existing Construction** means a 
project or projects constructed prior to 
the filing of an application for mortgage 
insurance under section 213(1) of the 
Act which la to be owned and operated 
by a Consumer Cooperative as a Man¬ 
agement Project. 

(j) “Consumer Cooperative’* means: 

<1> A nonprofit cooperative owner¬ 
ship housing corporation or trust which 
Is the owner of an Existing Construction 
subject to an outstanding Indebtedness 
and is approved by the Commissioner for 
refinancing the indebtedness with in¬ 
sured mortgage; or 

(2) A nonprofit cooperative owner¬ 
ship housing corporation or trust or¬ 
ganized for the purpose of purchasing 
on Existing Construction, the members 
and organizers of which do not have an 
identity of interest with the seller of the 
Existing Construction except where the 
Commissioner has approved such In¬ 
terest as being consistent with the ob- 
jec lives of the cooperative. 

(3) A nonprofit cooperative housing 
corporation or trust initiated and organ¬ 
ized by bona fide members or stockhold¬ 
ers who ore the ultimate consumers, or 
by a consumer group or sponsor, the 
members and organizers of which do not 
have an identity of Interest with the 
builder or landowner and which con¬ 
ducts all transactions between it and the 
builder and the landowner on an arms- 
length basis. 

<k) “Approved percentage** means 90 
percent in the case of in Investor Proj¬ 
ect, and 97 percent in the case of a 
Management, Sales or Existing Con¬ 
struction Project. 

(1) “Borrower” means the mortgagor 
of a management project which receives 
and becomes primarily obligated for the 
payment of a supplementary loon, and 
such project shall be one of the following 
types: 

(l) A project covered by a mortgage 
insured under section 213 of the Act. 

<2) A project purchased from the fed¬ 
eral government which is covered by an 
uninsured mortgage representing a part 
of the purchase price. 

(m) ‘'Supplementary Loan** means an 
advance of funds or credit evidenced by 
a note pursuant to 8ectlon 213(J> of the 
Act. 

in) “Lender** means a financial insti¬ 
tution meeting the requirements of 
II 203.51 through 203.54 of this chapter. 

Application and CoMumnorr 

§ 213.2 Filing of application and i*ao- 
ancc of commitment 

(a) Application. An application for 
the issuance of either a conditional or 
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firm commitment for insurance of a 
mortgage on a project shall be submitted 
by an approved mortgagee and by the 
sponsors of such project through the 
local FHA office on an approved FHA 
form. No application shall be considered 
unless accompanied by the exhibits 
called for by the form. 

<b) Conditional commitment. The is¬ 
suance of a conditional commitment 
indicates completion of the Commis¬ 
sioner's preliminary analysis of the proj¬ 
ect and constitutes an agreement by the 
Commissioner, subject to specified terms 
and conditions, to accept an application 
for a firm commitment. 
v <c> Finn commitment. The issuance 
of a firm commitment indicates the 
Commissioner’s approval of the applica¬ 
tion for insurance and sets forth the 
terms and conditions upon which the 
mortgage will be insured. The firm com¬ 
mitment may provide for the insurance 
of advances of mortgage money made 
during construction or may provide for 
the insurance of the mortgage after 
completion of the improvements. 

(d> Term of commitment. (1) A con¬ 
ditional commitment shall be effective 
for whatever term is specified in the text 
of the commitment. 

(2) A firm commitment to insure ad¬ 
vances shall be effective for a period of 
not more than 180 days from the date 
of Issuance. 

(3) A firm commitment to Insure 
upon completion shall be effective for a 
designated term within which the mort¬ 
gagor is required to begin construction, 
and If construction is begun as required, 
the commitment shall be effective for 
such additional period, estimated by the 
Commissioner, as will allow for comple¬ 
tion of construction. 

(4) The term of either a conditional 
or firm commitment may be extended in 
such manner as the Commissioner may 
prescribe. 

§ 213.3 Fee* required by Comtxiiaaionrr* 

(a) Application for conditional com - 
mitment. An application fee of $1.50 per 
thousand dollars of the amount of the 
mortgage applied for shall accompany 
the application for a conditional com¬ 
mitment. 

<b> Application for firm commitment. 
An application for a firm commitment 
shall be accompanied by the payment of 
an application fee of $1.50 per thousand 
dollars of the Amount of the mortgage 
applied for, if such fee has not been 
previously submitted. A commitment fee. 
in an amount, which when added to the 
application fee. will aggregate $3 per 
thousand dollars of the mortgage applied 
for, shall also be submitted with the ap¬ 
plication for a firm commitment. The 
payment of a commitment fee shall not 
be required in connection with an in¬ 
sured mortgage involving the sale by the 
government of housing or property ac¬ 
quired. held or constructed pursuant to 
the Atomic Energy Community Act of 
1955, as provided in 1213.45(b)(4). 

(c) Fees on increases —(1) Increase 
in firm commitment prior to endorse¬ 
ment. An application, filed prior to 
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initial endorsement (or prior to endorse¬ 
ment in a case involving insurance upon 
completion), for an increase In the 
amount of an outstanding firm commit¬ 
ment shall be accompanied by a 
combined additional application and 
commitment fee. Thte combined addi¬ 
tional fee shall be in an amount which 
will aggregate $3 per thousand dollars 
of the amount of the requested increase. 
If an inspection fee was required in the 
original commitment, an additional in¬ 
spection fee shall be paid in an amount 
computed at the same dollar rate per 
thousand dollars of the amount of in¬ 
crease in commitment as was used for 
the inspection fee required in the origi¬ 
nal commitment. When insurance of 
advances is involved, the additional In¬ 
spection fee shall be paid at the time 
of initial endorsement. When insurance 
upon completion is involved, the addi¬ 
tional inspection fee shall be paid prior 
to the date construction is begun or if 
construction has begun, it shall be paid 
with the application for increase. 

(2) Increase in mortgage between ini¬ 
tial and final endorsement. Upon an 
application, filed between initial and 
final endorsement, for an Increase In 
the amount of the mortgage, either by 
endorsement or by substitution of a new 
mortgage, a combined additional appli¬ 
cation and commitment fee shall accom¬ 
pany the application. This combined 
additional fee shall be in an amount 
which will aggregate $3 per thousand 
dollars of the amount of the Increase 
requested. If an Inspection fee was re¬ 
quired in the original commitment, an 
additional inspection fee shall accom¬ 
pany the application In an amount not 
to exceed $5 per thousand dollars of 
the amount of the increase requested. 

(3) Loan to cover operating losses. In 
connection with a loan to cover operating 
losses occurring during the first 2 years 
following completion of the project, a 
combined application and commitment 
fee of $3 per thousand dollars of the 
amount of the loan applied for shall be 
submitted with the application for the 
commitment No inspection fee shall be 
required. 

<d> Reopening of expired commit - 
fnents. An expired conditional or firm 
commitment may be reopened if a re¬ 
quest for reopening is received by the 
Commissioner within 90 days of the 
expiration of the commitment. The re¬ 
opening request shall be accompanied 
by a fee of 50 cents per thousand dollars 
of the amount of the expired commit¬ 
ment. If the reopening request is not 
received by the Commissioner within 
the required 90-day period, a new appli¬ 
cation. accompanied by the required ap¬ 
plication and commitment fee, must be 
submitted. 

(e) Inspection fee. The firm commit¬ 
ment may provide for the payment of 
an inspection fee in an amount not to 
exceed $5 per thousand dollars of the 
commitment. If an inspection fee Is re¬ 
quired. It shall be paid as follows: 

(1) If the case involves the Insurance 
of advances, it shall be paid at the time 
of Initial endorsement. 
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(2) If the case Involves insurance upon 
completion, It shall be paid prior to the 
date construction is begun. 

if) Transfer fee. Upon application 
tor approval of a case involving the 
transfer of physical assets or Involving 
the substitution of mortgagors, a trans¬ 
fer fee of 50 cents per thousand dollars 
shall be paid on the original face amount 
of the mortgage. 

(g) Refund of fees. If the amount of 
the commitment Issued or Increase in 
mortgage granted is less than the 
amount applied for, the Commissioner 
shall refund the excess amount of the 
application and commitment fees sub¬ 
mitted by the applicant. If an applica¬ 
tion Is rejected before it is assigned for 
processing, or in such other instances 
as the Commissioner may determine, the 
entire application and commitment fees 
or any portion thereof may be returned 
to the applicant. Commitment, inspec¬ 
tion, and reopening fees may be re¬ 
funded. in whole or In part. If It is 
determined by the Commissioner that 
there is a lack of need for the housing or 
that the construction or financing of the 
project has been prevented because of 
condemnation proceedings or other legal 
action taken by a governmental body or 
public agency, or in such other Instances 
as the Commissioner may determine. A 
transfer fee may be refunded only in 
such Instances as the Commissioner may 
determine. 

g 213.4 Maximum fret and charges by 
mortgagee. 

The mortgagee may collect from the 
mortgagor the amount of the fees pro¬ 
vided for in this subpart. The mortgagee 
may also collect from the mortgagor an 
Initial service charge In an amount not 
to exceed 2 percent of the original prin¬ 
cipal amount of the mortgage, to reim¬ 
burse the mortgagee for the cost of clos¬ 
ing the transaction. Any additional 
charges or fees collected from the mort¬ 
gagor shall be subject to prior approval 
of the Commissioner. 

S 213.5 Coram Im loner's estimate of re¬ 
placement cost and appraised value. 

As a condition precedent to Insurance 
of a mortgage on a Sales Project or an 
Existing Construction Project, evidence 
must be produced showing that, prior to 
any sale of the dwellings In the project 
and stock of the mortgagor corporation, 
a written statement acceptable to the 
Commissioner setting forth the amount 
of the Commissioner’s estimate of the 
replacement cost (appraised value in the 
case of a mortgage on an Existing Con¬ 
struction Project) of the property has 
been delivered by the seller, builder, 
sponsor, or such other person as may be 
required by the Commissioner, to the 
purchasers of the dwellings, and sub¬ 
scribers for such stock. 

Eligible Mortgages and Loans 
§ 213.6 Mortgage and loan requirements. 

(a) Mortgage form. The mortgage 
shall be: 

(1) Executed on a form approved by 
the Commissioner for use in the jurisdlc- 
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tion in which the property covered by 
the mortgage is situated, which form 
shall not be changed without the prior 
written approval of the Commissioner. 

(2) Executed by a mortgagor with the 
qualifications as provided in this subpart. 

(3) A first lien on property that con¬ 
forms with the property standards pre¬ 
scribed by the Commissioner. 

(b) Disbursement of the mortgage. 
The mortgagee shall be obligated, as a 
part of the mortgage transaction, to dis¬ 
burse the principal amount of the mort¬ 
gage. to, or for the account of the mort¬ 
gagor or to his creditors for his account 
and with his consent. 

(c) Management of property. The 
mortgage shall provide that the mort¬ 
gagor will not arrange for management 
of the property except In a manner and 
under an agreement approved by the 
mortgagee and the Commissioner in 
writing. 

<d> Operating loss loans and supple - 
mentary loans. The lender shall obtain 
and present for insurance a note in a 
form acceptable to the Commissioner 
which Is valid and enforceable against 
the borrower. In addition to the custo¬ 
mary provisions the note shall contain 
the following: 

(1) An acceleration clause, which at 
the option of the holder, operates to 
make the entire amount of the note due 
and payable in the event any installment 
of interest and principal is not paid 
within 30 days after It becomes due. 

(2) On the reverse side, an endorse¬ 
ment panel in the form set forth in 
IS 213.266 and 213.268. 

§ 213.7 Maximum insurable amount*. 

(a) Management Project. The mort¬ 
gage covering a Management Project 
shall not exceed the lesser of the follow¬ 
ing: 

(1) $20,000,000 if executed by a Private 
Mortgagor: 

(2) $25,000,000 if executed by a Pub¬ 
lic Mortgagor; 

(3) 97 percent of the Commissioner's 
estimate of the replacement cost of the 
project; 

(4) For such part of the property or 
project attributable to dwelling use (ex¬ 
cluding exterior land improvements as 
defined by the Commissioner) an 
amount per family unit, depending on 
the number of bedrooms, which may be: 

(i) $9,900 without a bedroom. 

(il) $13,750 with one bedroom. 

(iiJ) $16,500 with two bedrooms. 

(lv) $20,350 with three bedrooms. 

(v) $23,100 with four or more bed¬ 
rooms. 

(b) Investor Project. The mortgage 
covering an Investor Project shall not 
exceed that prescribed for a Manage¬ 
ment Project, except that the percentage 
of replacement cost referred to shall not 
exceed 90 percent. 

(c) Sales Project. The mortgage 
covering a Sales Project shall not exceed 
the lesser of the following: 

(1) $12,500,000: or 

(2) A sum equal to the aggregate 
total of the maximum allowable mort¬ 
gage amounts, If separate mortgages 


each meeting the requirements of sec¬ 
tion 203(b)(2) of the Act relating to 
occupant mortgagors, were placed upon 
each of the single-family units com¬ 
prising the project. 

(d) Increased mortgage amounts — 
high cost areas. (1) In any geographi¬ 
cal area where the Commissioner finds 
cost levels so require, the Commissioner 
may increase, by not to exceed 45 per¬ 
cent. the dollar amount limitations set 
forth in paragraphs (a)(4), (c)(2) and 
(g) of this section. 

(2) If the Commissioner finds that 
because of high costs in Alaska, Guam, 
or Hawaii it is not feasible to construct 
dwellings without the sacrifice of sound 
standards of construction, design, and 
livability within the limitations of maxi¬ 
mum mortgage amounts provided in this 
section, the principal obligation of mort¬ 
gages may be increased in such amounts 
as the Commissioner finds may be neces¬ 
sary to compensate for such costs, but 
not to exceed, in any event, the maxi¬ 
mum, Including high cost area Increases, 
if any, otherwise applicable by more than 
one-half thereof. 

(e) Adjusted mortgage amount — re¬ 
habilitation projects. A mortgage hav¬ 
ing a principal amount computed in 
compliance with the applicable provi¬ 
sions of this section, and which involves 
a project to be repaired or rehabilitated, 
shall be subject to the following addi¬ 
tional limitations: 

(1) Property held in fee. If the mort¬ 
gagor is the fee simple owner of the 
project, the maximum mortgage amount 
shall not exceed 100 percent of the Com¬ 
missioner’s estimate of the cost of the 
proposed repairs or rehabilitation; or 

(2) Property subject to existing mort¬ 
gage. If the mortgagor owns the project 
subject to an outstanding indebtedness, 
which is to be refinanced with part of the 
insured mortgage, the maximum mort¬ 
gage amount shall not exceed: 

(1) The Commissioner's estimate of 
the cost of the repair or rehabilitation; 
plus 

(il) Such portion of the outstanding 
Indebtedness as does not exceed the ap¬ 
proved percentage of the Commissioner 5 
estimate of the fair market value of such 
land and improvements prior to the re¬ 
pair or rehabilitation: or 

(3) Property to be acquired. If the 
project is to be acquired by the mort¬ 
gagor and the purchase price is to be 
financed with a part of the Insured mort¬ 
gage. the maximum mortgage amount 
shall not exceed the approved percent¬ 
age of: 

(1) The Commissioner’s estimate of 
the cost of the repair or rehabilitation; 
and 

(il) The actual purchase price of the 
land and improvements, but not in ex¬ 
cess of the Commissioner’s estimate of 
the fair market value of such land and 
improvements prior to the repair or 
rehabilitation.. 

(f) Reduced mortgage amount — lease¬ 
holds. In the event the mortgage is on a 
leasehold estate rather than on a fee 
simple holding, the value or replacement 
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cost of the property on which the mort¬ 
gage is based is the value or replacement 
cost of the property in fee simple re¬ 
duced by an amount equal to the capi¬ 
talized value of the ground rent. 

(g) Increased mortgage amount — etc - 
vator type structures. (1) $11,550 per 
family unit without a bedroom. 

(2) $16,500 per family unit with one 
bedroom. 

(3) $19,800 per family unit with two 
bedrooms. 

(4) $24,750 per family unit with three 
bedrooms. 

(5) $28,050 per family unit with four 
or more bedrooms. 

(h) Existing Construction . A mort¬ 
gage covering Existing Construction 
shall involve a principal obligation not 
in excess of the approved percentage of 
the Commlsioner’s appraised value for 
continued use as a cooperative. Includ¬ 
ing therein such Commissioner required 
or approved repairs. Improvements, al¬ 
terations and additions, if any. as do 
not constitute rehabilitation of the proj¬ 
ect as determined by the Commissioner; 
provided, the insured mortgage shall be 
subject to the following further limita¬ 
tions: 

(1) If the insured mortgage is to in¬ 
clude the cost of refinancing an existing 
mortgage or mortgages acceptable to the 
Commissioner, the amount of the in¬ 
sured mortgage shall not exceed an 
amount equal to the outstanding balance 
of the existing mortgage or the total of 
the outstanding balances of the existing 
mortgages, plus the contract cost of 
such Commissioner required or approved 
repairs, improvements, alterations and 
additions, if any. If the principal obli¬ 
gation of the mortgage exceeds this 
amount, the mortgage shall be reduced 
by the amount of such excess prior to 
final endorsement; 

(2) If the Existing Construction proj¬ 
ect is to be acquired, the mortgage shall 
not exceed the purchase price and costs 
related thereto as approved by the Com¬ 
missioner plus the contract cost of such 
Commissioner required or approved re¬ 
pairs, improvements, alterations and ad¬ 
ditions, if any. If the principal obliga¬ 
tion of the mortgage exceeds this 
amount, the mortgage “shall be reduced 
by the amount of such excess prior to 
final endorsement. 

(1) Commercial and community facil¬ 
ities, (1) A Management or an Investor 
Project may include such commercial 
and community facilities as the Com¬ 
missioner deems adequate to serve the 
occupants. 

(2) A Sales Project may include such 
community facilities as the Commission¬ 
er deems adequate to serve the occu¬ 
pants. 

(3) The maximum mortgage amount 
for mortgages issued under this part may 
be increased by such amount as the 
Commissioner deems appropriate to pro¬ 
vide for the inclusion of commercial or 
community facilities except that a mort¬ 
gage on a Sales Project shall not be In¬ 
creased to provide for commercial facil¬ 
ities. The total mortgage amount shall 
not exceed the ratios of loan to replace¬ 
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ment cost or value specified in this sec¬ 
tion because of the inclusion of commer¬ 
cial or community facilities. 

(J) Mortgagor's minimum invest - 
ment—Sales Projects. At the time a 
mortgage executed by a mortgagor of a 
Sales Project is Insured, the mortgagor 
shall have paid on account of the project 
in cash or its equivalent an amount, if 
any, approved and determined by the 
Commissioner to be the required mini¬ 
mum investment. At the time a mort¬ 
gage Is executed each member or stock¬ 
holder shall have paid the amount re¬ 
quired by 5 213.509(b). With respect to 
applications received on or after July 5, 
1961, the required minimum investment 
shall be at least 3 percent of the Com¬ 
missioner’s estimate of cost of acquisition 
or such larger amount as the Commis¬ 
sioner may determine. 

(k) Loans to cover 2-year operating 
loss —(1) Operating loss determination. 
When the Commissioner determines that 
an operating loss has occurred during 
the first 2 years following completion 
of the project, he may. in his discretion, 
accept for insurance under this part a 
loan to cover such loss. For the pur¬ 
poses of this section, an operating loss 
shall occur when the Commissioner de¬ 
termines that the total of the taxes. In¬ 
terest on the mortgage debt, mortgage 
insurance premiums, hazard insurance 
premiums, and the expense of mainte¬ 
nance and operation of the project (ex¬ 
cluding depreciation) exceeds the project 
income. 

(2) Security instrument. The loan 
shall be secured by on Instrument in a 
form approved by the Commissioner for 
use in the jurisdiction in which the proj¬ 
ect is located. 

(3) Maximum interest rate. The loan 
may bear interest at such rate as may 
be agreed upon by the mortgagee and 
the mortgagor, but in no case shall such 
rate exceed the rate in effect under 
5 213.10 on the date the commitment is 
Issued. Interest shall be payable in 
monthly installments on the principal 
then outstanding 

(4) Maturity. The loan shall be limit¬ 
ed to a term not exceeding the unex¬ 
pired term of the original mortgage. 

(l) Supplementary loans. The supple¬ 
mentary loan shall not exceed an amount 
which, when added to the total unpaid 
balance of all outstanding mortgage in¬ 
debtedness on the property plus loans 
insured by the Commissioner on the 
property, creates a total outstanding in¬ 
debtedness equal to the original princi¬ 
pal obligation of the mortgage, except as 
follows: 

(1) If improvements or additional 
community facilities are Involved, the 
outstanding Indebtedness may be in¬ 
creased by an amount which the Com¬ 
missioner estimates to be equal to 97 per¬ 
cent of the value of such improvements 
or additional facilities. The loan for im¬ 
provements or additional community fa¬ 
cilities shall not exceed the lesser of the 
estimated cost or actual cost, as deter¬ 
mined by the Commissioner. The out¬ 
standing indebtedness thereby created 
may exceed the original principal obli¬ 
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gation of the mortgage if it does not ex¬ 
ceed the applicable limits prescribed in 
paragraphs (a) through (g) of this sec¬ 
tion. 

(2) If the financing of cooperative 
purchases and resales of memberships 
are Involved, the loan shall not exceed 
an amount, approved by the Commis¬ 
sioner. as needed for such purposes. 

(m) Reduction of supplementary loan. 
If the supplementary loan exceeds the 
prescribed maximum amount, the loan 
shall be reduced by the amount of such 
excess prior to final endorsement. 

g 213.8 Amortization period. 

(ft) The mortgage or supplementary 
loan shall have a maturity and shall con¬ 
tain amortization provisions satisfactory 
to the Commissioner. 

(b) Mortgage maturity shall not 
exceed 40 years from the date of the 
beginning of amortization of the mort¬ 
gage. In the case of a sales project 
mortgage maturity shall not exceed 35 
years from the date of the beginning of 
amortization of the mortgage. 

(c) Except as provided in paragraph 

(d) of this section, supplementary loan 
maturity shall not exceed the remaining 
term of the mortgage covering the man¬ 
agement project. 

(d) In the case of a project covered by 
an uninsured mortgage dated more than 
20 years prior to the date of the com¬ 
mitment to insure a supplementary loan, 
the supplementary loan may have a 
maturity date up to 10 years in excess of 
the remaining term of the uninsured 
mortgage, but not more than 40 y'tars 
from the commencement of amortization 
of such uninsured mortgage. If such toan 
is made to finance project repairs or 
improvements of such magnitude that 
the Commissioner deems them to be a 
major rehabilitation or modernization of 
the project. 

§ 213.9 Payment requirements. 

(a) Method of payment. The mort¬ 
gage shall provide for monthly payments 
on the first day of each month on ac¬ 
count of Interest and principal and shall 
provide for payments in accordance with 
an amortization plan as agreed upon by 
the mortgagor, the mortgagee and the 
Commissioner. 

(b) Date of first payment to principal. 
The Commissioner shall estimate the 
time necessary to complete the project 
and shall establish the date of the first 
payment to principal so that the lapse 
of time between completion of the proj¬ 
ect and commencement of amortization 
will not be longer than necessary to ob¬ 
tain sustaining occupancy. 

§ 213.10 Maximum interr*! rale. 

(a) The mortgage or a supplementary 
loan shall bear interest at the rate agreed 
upon by the mortgagee and the mort¬ 
gagor, or the lender and the borrower, 
which rate shall not exceed 7 percent, 
except that where a letter inviting sub¬ 
mission of an application for commit¬ 
ment was issued by the Secretary before 
February 18, 1971, or an application for 
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commitment was received by the Secre¬ 
tary before February 18, 1871, the mort¬ 
gage may bear interest at the maximum 
rate In effect at the time of Issuance of 
the letter or receipt of the application. 

(b) Interest shall be payable In 
monthly Installments on the principal 
amount of the mortgage or supplemen¬ 
tary loan outstanding on the due date of 
each Installment. 

§ 213.11 Mortgage to rover the entire 
property. 

The mortgage shall cover the entire 
property included in the housing project. 

g 213.12 Covenant again*! liens. 

The mortgage shall contain a covenant 
against the creation by the mortgagor of 
liens against the property superior or 
Inferior to the lien of the mortgage 
except for such inferior lien as may be 
required in connection with the insur¬ 
ance of an operating loss loan or a sup¬ 
plementary loan. 

§ 213.13 Covenant for fire insurance. 

The mortgage shall contain a cove¬ 
nant acceptable to the Commissioner 
binding the mortgagor to keep the prop¬ 
erty insured by a standard policy or poli¬ 
cies against fire and such other hazards 
as the Commissioner, upon the insurance 
of the mortgage, may stipulate. In an 
amount which will comply with the co- 
insurance clause applicable to the loca¬ 
tion and character of the property, but 
not less than 80 percent of the actual 
cash value of the insurable improvements 
and equipment of the project. The In¬ 
itial ooverage shall be In an amount es¬ 
timated by the Commissioner at the time 
of completion of the entire project or 
units thereof. The policies evidencing 
such Insurance shall have attached 
thereto a standard mortgagee clause 
making loss payable to the mortgagee 
and the Commissioner, as Interests mav 
appear. 

§ 213.14 Accumulation of accrual*. 

(a) The mortgage shall provide for 
payments by the mortgagor to the mort¬ 
gagee on each interest payment date of 
an amount sufficient to accumulate In the 
hands of the mortgagee one payment 
period prior to Its due date, the next an¬ 
nual mortgage insurance premium pay¬ 
able by the mortgagee to the Commis¬ 
sioner. Such payments shall continue 
only so long as the contract of Insur¬ 
ance shall remain In effect 

(b) The mortgage shall provide for 
such equal monthly payments by the 
mortgagor to the mortgagee as will 
amortize the ground rents, if any. and 
the estimated amount of all taxes, water 
rates and special assessments, if any. 
and fire and other hazard Insurance 
premiums, within a period ending one 
month prior to the dates on which the 
same become delinquent. The mortgage 
shall further provide that such pay¬ 
ments shall be held by the mortgagee, 
for the purpose of paying such ground 
rents, taxes, water rates and assessments, 
and Insurance premiums, before the 
same become delinquent. The mortgage 
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must also make provision for adjust¬ 
ments. in case the estimated amount of 
such taxes, water rates and assessments, 
and Insurance premiums shall prove to 
be more, or 1 css, than the actual amount 
thereof so paid by the mortgagor. 

§213.15 Application of pay menu. 

(a) The mortgage shall provide that 
all monthly payments to be made by the 
mortgagor to the mortgagee shall be 
added together and the aggregate 
amount thereof shall be paid by the 
mortgagor upon each monthly payment 
date in a single payment. The mort¬ 
gagee shall apply the same to the fol¬ 
lowing items In the order set forth: 

(1) Premium charges under the con¬ 
tract of Insurance: 

(2) around rents, taxes, special as¬ 
sessments and fire and other hazard In¬ 
surance premiums; 

(3) Interest on the mortgage: 

(4) Amortization of the principal of 
the mortgage. 

(b) Any deficiency In the amount of 
any such aggregate monthly payment 
shall constitute an event of default. The 
mortgage shall further provide for a 
grace period of 30 days, within which 
time the default must be made good. 

§ 213.16 Mortgagor'* certificate of non- 
discrimination and mortgage cove¬ 
nant regarding use of property. 

(a) The mortgagor shall certify to the 
Commissioner as to each of the following 
points: 

(1) That neither it nor anyone au¬ 
thorized to act for It. will refuse to sell or 
rent, after the making of a bona fide 
offer, or refuse to negotiate for the sale 
or rental of, or otherwise make unavail¬ 
able or deny the dwelling or property 
covered by the mortgage to any person 
because of race, color, religion, or na¬ 
tional origin. 

(2) That any restrictive covenant on 
such property relating to race, color, 
religion, or national origin is recognized 
as being Illegal and void and Is hereby 
specifically disclaimed. 

(3) That civil action for preventative 
relief may be brought by the Attorney 
General in any appropriate UJ3. District 
Court against any person responsible for 
a violation of this certification. 

(b) The mortgage shall contain a 
covenant prohibiting the use of the 
property covered thereby for any pur¬ 
pose other than that for which it was 
Intended at the date the mortgage was 
executed. 

g 213.17 Mortgage release provisions. 

A mortgage executed by a mortgagor 
of a Sales Type Project shall provide that 
at any time after the completion of the 
construction of the project, the prop¬ 
erty underlying such mortgage may be 
released In whole or In part upon pay¬ 
ment of the unpaid balance of the 
blanket mortgage allocable to the prop¬ 
erty released. Where the mortgage 
does not contain release provisions, no 
property shall, except with the consent 
of the Commissioner, be released from 


the lien thereof so long as the mortgage 
Insurance Is in force. 

§213.18 Prepayment privilege; pre¬ 
payment and late charge*. 

(a) Prepayment privilege* The mort¬ 
gage shall contain a provision permitting 
the mortgagor to prepay the mortgage In 
whole or tn part upon any Interest pay¬ 
ment date after giving to the mortgage 
30 days* notice In writing in advance o l 
its intention to so prepay. 

<b) Prepayment charge . The mort¬ 
gagee may Include a provision for such 
additional prepayment charge as may be 
agreed upon between the mortgagor and 
mortgagee, except that no such charge 
shall be made for a prepayment which 
does not exceed 15 percent of the origina. 
principal amount of the mortgage In any 
one calendar year or which results from 

(1) A payment requirement of the 
Commissioner: 

(2) Release of individual properties 
In accordance with the provisions of a 
mortgage in a Sales Project: 

<3) Sale of an Investor Project within 
2 years after its completion to a Pur¬ 
chasing Cooperative unless the Commit 
sloner shall require the payment of such 
additional charge. 

(e) Late charge. The mortgage may 
provide for the collection by the mort¬ 
gagee of a "late charge,'* not to exceed 
2 cents for each dollar of each payment 
to Interest and/or principal more than 
15 days In arrears, to cover the extra ex¬ 
pense involved In handling delinquent 
payments. Late charges shall be sepa¬ 
rately charged to and collected from 
the mortgagor and shall not be deducted 
from any aggregate monthly payment. 

§ 213.19 I**uanc* of bonds secured l»v 
trust indenture. 

In the event that bonds or other obli¬ 
gations are to be Issued as a part of the 
insured mortgage transaction, the form 
of bonds and the form of trust Indenture 
shall be subject to the approval of the 
Commissioner, and shall be subject to 
the following conditions: 

(a) The Trustee named in such trust 
indenture sh&ll be a banking Institution 
or trust company (authorized to act in a 
fiduciary capacity and which is a mort¬ 
gagee approved by the Commissioner >; 
and 

(b) The Trustee shall be the holder of 
record of the insured mortgage (repre¬ 
sented by the trust Indenture) and shall 
be authorized to act on behalf of the 
holders of such bonds or other obliga¬ 
tions In all matters concerning the mort¬ 
gage insurance contract: and 

(c) The holders of the bonds shall 
look solely to the Trustee for the benefit' 
of the contract of mortgage insurance 
and the trust Indenture shall expressly 
authorize the Commissioner to make 
payment of any claim under such con¬ 
tract to the Trustee, without liability or 
accountability to the bondholders to see 
to the application of the mortgage insur¬ 
ance contract benefits; and 

(d) The bonds or other obligations 
shall be issued only to holders meeting 
the following qualifications: 
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<1) A mortgagee approved by the 
Commissioner: 

(2) A pension or retirement fund or a 
profit-sharing plan maintained and ad¬ 
ministered by a corporation or by a 
governmental agency or by a trustee 
or trustees, which has lawful authority 
to acquire the bonds or other obliga¬ 
tions; or 

(3) A charitable or nonprofit organi¬ 
zation. 

Eligible Mortgagors 
§ 213.20 Eligibility of mortgagors. 

(a) In order to be eligible under this 
part, an applicant shall be a Private or 
Public Mortgagor of: 

(1) A Management Project; 

(2) A Sales Project; 

(3) An Investor Project; or 

(4) An Existing Construction Project. 

(b) A Public Mortgagor may be an 
eligible mortgagor without regulation or 
restriction by the Commissioner as to 
rents, sales, charges, capital structure, 
rate of return, and methods of operation. 

Supervision or Mortgagors 
S 213.21 Lirn«. 

If a Public Mortgagor, or the Alaska 
Housing Authority, or the Government 
of Guam or Hawaii, or any agency or 
instrumentality thereof is the mort¬ 
gagor, liens inferior to the lien of the 
insured mortgage may be allowed against 
properties of such mortgagors. The 
mortgagor In such case shall have Initial 
funds which may be considered in lieu 
of the equity required of other mort¬ 
gagors and such funds, which may be in 
the form of Government grants, loans, or 
subsidies, or In other form, if sufficient 
in amount, will be considered satisfac¬ 
tory provided they do not create a Uen 
against the property prior to that of the 
Insured mortgage. 

$ 213.22 Obligation* of mortgagor. 

In all other cases a mortgagor must 
certify at final endorsement of the loan 
for insurance that the property covered 
by the mortgage Is free and clear of all 
liens other than such mortgage, and that 
there are not outstanding any other un¬ 
paid obligations, except such obligations 
as have been approved by the Commis¬ 
sioner as to terms, form, and amount. 

8 213.23 Regulation and restriction of 
mortgagor*. 

(a) Preferred stock or regulatory 
agreement. The regulation or restric¬ 
tion of Private Mortgagors will be pro¬ 
vided for in the certificate of incorpo¬ 
ration or other instrument under which 
the mortgagor is created, hereinafter re¬ 
ferred to as the “charter” and will be 
made effective though a regulatory 
agreement, or the Issuance of preferred 
stock (or membership) which will en¬ 
able the Commissioner to exercise 
majority voting rights In the event of 
violation of a provision of the charter or 
(except as to the mortgagor of an In¬ 
vestor Project) at any time during the 
period between Initial and final endorse¬ 
ment for mortgage Insurance by the 
Commissioner whether or not such vio- 
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latlon has occurred. Such stock shall be 
Issued In a manner prescribed by the 
Commissioner In consideration of the 
payment by the Commissioner of not 
exceeding in the aggregate $100. 

(b) Rights of the Commissioner. By 
the exercise of the preferred stock voting 
rights, the Commissioner may remove 
the existing directors of tl e mortgagor 
corporation and elect new directors to 
serve in their place. Directors so elected 
by the Commissioner. In the event of a 
violation, shall serve only for a period 
coexistent with the duration of such vio¬ 
lation or until the Commissioner Is as¬ 
sured In a manner satisfactory to him 
against future violations of a similar 
nature. Upon the termination of the 
contract of Insurance or any succeeding 
contract or agreement covering the mort¬ 
gage obligation, all regulation and re¬ 
striction of the mortgagor shall termi¬ 
nate and the shares of special stock or 
other evidence of beneficial interest shall 
be surrendered by the Commissioner 
upon reimbursement of his payment 
therefor. 

(c) Supplementary loans. Prior to the 
Insurance of a supplementary loan, the 
mortgagor of a management project 
shall amend Its certificate of incorpora¬ 
tion or regulatory agreement In such 
manner as the Commissioner may re¬ 
quire. 

S 213.21 Iwuanre of »tock. 

Shares of capital stock, cither with 
or without par value, or certificates of 
membership, or such evidences of Inter¬ 
est In the case of a trust, may be Issued 
If approved by the Commissioner. Such 
stock or interest, together with paid-in 
surplus, If any. shall represent the 
capital Investment. 

§ 213.2S Patronage refunds. 

Surplus funds, after meeting reserves 
and after meeting all obligations of the 
mortgagor, may be distributed to the 
members In the form of reduced carrying 
charges or reduced sales prices of the 
dwelling accommodations, or patronage 
refunds. 

8 213.26 Working capital. 

(a) The amount of working capital, 
if any. required by the Commissioner to 
be deposited by the mortgagor with the 
mortgagee or In a depository satisfactory 
to the mortgagee and under its control, 
shall not exceed 2 percent of the original 
amount of the mortgage. Disbursement 
from such deposit shall be made only in 
a manner prescribed by the Commis¬ 
sioner. 

(b) Tire mortgagee may accept, in lieu 
of a cash deposit required by paragraph 
(a) of this section, an unconditional ir¬ 
revocable letter of credit Issued to the 
mortgagee by a banking Institution. In 
the event a demand under the letter of 
credit Is not Immediately met. the mort¬ 
gagee shall forthwith provide cash cqulv- 

•alent to the undrawn balance thereunder. 

g 213.27 Assurance* ot completion. 

(a) Prior to initial endorsement, the 
mortgagor shall deposit with the mort¬ 
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gagee cash deemed by the Commissioner 
to be sufficient, when added to the pro¬ 
ceeds of the insured mortgage, to as¬ 
sure completion of the project and to 
pay the Initial service charge, the carry¬ 
ing charges, and the legal and organiza¬ 
tion expenses Incident to the construc¬ 
tion of the project. Such funds shall 
be held by the mortgagee in a special 
account or by an acceptable depository 
designated by the mortgagee under an 
appropriate agreement approved by the 
Commissioner requiring all such funds 
to be disbursed for work and material on 
the physical Improvements, and for 
other charges and expenses to be paid 
when due. prior to the advance of any 
mortgage money. 

(b) All fees and charges to be. paid 
by the mortgagor In connection with fi¬ 
nancing which are In excess of the Initial 
service charge and which have been ap¬ 
proved by the Commissioner, shall be 
deposited with the mortgage in cash, 
prior to Initial endorsement, unless other 
arrangements acceptable to the Com¬ 
missioner are made. 

(c) The Commissioner shall require 
assurance of completion of offsite public 
utilities and streets in all cases, except 
where a municipality or other public 
body has by agreement (acceptable to 
the Commissioner) agreed to install such 
utilities and streets without cost to the 
mortgagor. Where such assurance Is re¬ 
quired, it shall be either In the form of 
a cash escrow deposit or the retention 
of a specified amount of mortgage pro¬ 
ceeds by the mortgagee. If a cash escrow 
is used, it shall be deposited with the 
mortgagee or with an acceptable trustee 
or escrow agent designated by the mort¬ 
gagee. If mortgage proceeds are used, the 
mortgagee shall retain under terms ap¬ 
proved by the Commissioner, rather than 
disburse at the initial closing of the 
mortgage, a portion of the mortgage pro¬ 
ceeds allocated to land in the project 
analysis. As additional assurance, the 
Commissioner may also require a surety 
company bond or bonds. 

(d) Prior to the initial endorsement 
of the mortgage for insurance, the mort¬ 
gagor and the mortgagee shall execute 
a building loan agreement, approved by 
the Commissioner, setting forth the 
terms and conditions under which prog¬ 
ress payments may be advanced during 
construction. To be covered by mortgage 
Insurance, each progress payment shall 
be approved by the Commissioner. 

<e) The mortgagor shall furnish as¬ 
surance of completion of the project, in 
the form of a personal Indemnity agree¬ 
ment, a surety company bond or bonds, 
a cash escrow deposit, a letter of credit, 
or an agreement controlling the dis¬ 
bursement of construction funds coupled 
with a guaranty of performance of the 
construction contract, as required by the 
Commissioner. The personal indemnity 
agreement and the bonds shall be on 
forms approved by the Commissioner. 
The surety company executing a bond 
must be satisfactory to the Commis¬ 
sioner. Where a cash escrow deposit Is 
used, it shall be established under an 
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agreement with the mortgagee or with 
a depository satisfactory to the mort¬ 
gagee and the Commissioner and shall 
involve cash, or securities of. or fully 
guaranteed as to principal and interest 
by. the United States of America. Where 
an agreement controlling the disburse¬ 
ment of construction funds coupled with 
a guaranty of performance of the con¬ 
struction contract is used, the agreement 
shall contain terms satisfactory to the 
Commissioner. The types of assurance to 
be furnished are as follows: 

(1) Where the estimated cost of con¬ 
struction or rehabilitation is $500,000 or 
less, assurance will be accepted In the 
form of a personal indemnity agreement 
executed by the principal officers, direc¬ 
tors. stockholders, or partners or Indi¬ 
viduals operating as the general 
contractor. 

(2) Where the estimated cost of con¬ 
struction or rehabilitation is more than 
$500,000 or where such cost Is less than 
$500,000 and a personal Indemnity agree¬ 
ment is not executed, assurance shall be 
by a surety company bond or bonds, a 
cash escrow’ deposit, a letter of credit, 
or an agreement controlling the dis¬ 
bursement of construction funds coupled 
with a guaranty of performance of 
the construction contract, the amount 
of which shall be prescribed by the 
Commissioner. 

(f) (1) For a supplementary loan in¬ 
volving improvements, repairs or the fi¬ 
nancing of community facilities, the 
Commissioner may require such assur¬ 
ance of completion as he deems neces¬ 
sary. 

(2) A supplementary loan may be re¬ 
quired to be secured in a manner satis¬ 
factory to the Commissioner. The secu¬ 
rity may take the form of collateral 
security, a modification of existing in¬ 
struments and title evidence or such 
other form as may be prescribed by the 
Commissioner. 

(g) The mortgagee ma~ accept. In lieu 
of a cash deposit required by paragraphs 
<b), (c) and (e) of this section, an un¬ 
conditional irrevocable letter of credit 
Issued to the mortgagee by a banking in¬ 
stitution. In the event a demand under 
the letter of credit Is not Immediately 
met. the mortgagee shall forthwith pro¬ 
vide cash equivalent to the undrawn bal¬ 
ance thereunder. 

S 213.23 Labor ilandard* and prevailing 
wage requirements. 

(a) Any contract, subcontract, or 
building loan agreement executed for 
the performance of construction of the 
project shall comply with all applicable 
labor standards and provisions of the 
regulations of the Secretary of Labor 
Issued May 9. 1951, 29 CFR 5.1-5.12 (16 
FJR. 4430). 

(b) No construction contract shall be 
entered into with a general contractor 
or any subcontractor If such contractor 
or any such subcontractor or any firm, 
corporation, partnership or association 
In which such contractor or subcontrac¬ 
tor has a substantial Interest is included 
on the ineligible list of contractors 
or subcontractors established and maln- 
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tained by the Comptroller General, pur¬ 
suant to fi 5.6(b) of the regulations of 
the Secretary of Labor, issued May 9. 
1951 (29 CFR 5.6(b)). 

(c) No advance under the mortgage 
shall be eligible for Insurance after notifi¬ 
cation from the Commissioner that the 
general contractor or any subcontractor 
or any firm, corporation, partnership 
or association in which such contractor 
or subcontractor has a substantial inter¬ 
est was, on the date the contract or sub¬ 
contract was executed on the Ineligible 
list established by the Comptroller Gen¬ 
eral. pursuant to the provisions of the 
Secretary of labor. Issued May 9. 1951 
(29 CFR 6.6(b)). 

(d) No advance under any mortgage 
shall be eligible for Insurance unless 
there is filed with the application for 
such advance a certificate or certificates 
in the form required by the Commis¬ 
sioner, supported by such other infor¬ 
mation as the Commissioner may pre¬ 
scribe. certifying that the laborers and 
mechanics employed in the construction 
of the dwelling or dwellings or housing 
project involved have been paid not less 
than the wages prevailing In the local¬ 
ity In which the work was performed for 
the corresponding classes of laborers and 
mechanics employed on construction of 
a similar character, as determined by the 
Secretary of Labor prior to the begin¬ 
ning of construction and after the date 
of filing of the application for insur¬ 
ance. 

(e) Any contract or subcontract exe¬ 
cuted for the performance of construc¬ 
tion of the project shall contain a 
provision that there shall be no dis¬ 
crimination against any employee, or 
applicant for employment because of 
race, color, creed, or national origin. 
Where the mortgagor is the general con¬ 
tractor, the building loan agreement 
shall contain the above provisions. 

<f) Compliance with the provisions of 
this section shall be evidenced at such 
time and In such manner as the Commis¬ 
sioner may prescribe. 

g 213.29 Rants and charges. 

The mortgagor shall not permit occu¬ 
pancy except in accordance with the 
scheduled of charges and under an Occu¬ 
pancy Agreement or lease approved by 
the Commissioner. 

g 213.30 Methods of operation. 

(a) Except with the prior written ap¬ 
proval of the Commissioner, no compen¬ 
sation shall be paid by the corporation 
to its officers or directors, as such, nor 
to any person or corporation for super¬ 
visory or managerial services. No com¬ 
pensation shall be paid by the corpora¬ 
tion to any employee in excess of an 
amount agreed upon by the Commis¬ 
sioner and specified in the charter. No 
officer, director, stockholder, agent, or 
employee of the corporation shall in any 
manner become indebted to the corpora** 
tion, except on aocount of approved oc¬ 
cupancy charges. 

(b) The corporation shall maintain 
Its project, the grounds, buildings, and 
equipment appurtenant thereto, in good 


repair and in such condition as will pre¬ 
serve the health and safety of its occu¬ 
pants. 

(c) In all projects, except those In¬ 
volving rehabilitation where the mort¬ 
gage does not exceed $200,000, a fund 
for replacements shall be established and 
maintained with the mortgagee so long 
as the mortgage insurance Is In force 
The amount and type of such fund and 
the conditions under which it shall be 
accumulated, replenished, and used, 
shall be specified in the charter. 

(d) A General Operating Reserv* 
shall also be established and maintained 
so long os the mortgage Insurance is In 
force, in a manner and for the purposes 
specified In the charter. 

(e) The corporation shall not, with¬ 
out prior approval of the Commis¬ 
sioner, incur liabilities (other than the 
Insured mortgage) In excess of an 
amount to bo specified in the charter. 

(f) The corporation. Its property 
equipment, buildings, plans, offices, ap¬ 
paratus. devices, books, contracts, rec¬ 
ords, documents, and papers shall be 
subject to Inspection and examinatinr. 
by the Commissioner or his duly au¬ 
thorised agent at all reasonable time? 

(g) The mortgagor shall execute and 
deliver to the Commissioner a certificate? 
that the books and accounts of the cor¬ 
poration will be established and main¬ 
tained in a manner satisfactory to the 
Commissioner on the date the certifi¬ 
cate is executed. Such certificate shall 
be to the effect that so long as the mort¬ 
gage Is Insured by the Commissioner, the 
mortgagor's books and accounts will be 
kept in accordance with the require¬ 
ments of the Commissioner, will be in 
such form as to permit a speedy and 
effective audit, and. as may otherwise 
be prescribed by the Commissioner, will 
be maintained for such periods of time 
as may be prescribed by the Commis¬ 
sioner and will be available to the Com¬ 
missioner and to the Comptroller Gen¬ 
eral of the United States for such 
examination and audits as they may 
desire to make. The corporation shall 
file with the Commissioner and mort¬ 
gagee the following reports verified by 
the signature of such officers of the 
corporation as the Commissioner may 

. designate and in such form as prescribed 
by the Commissioner: 

(1) Monthly or quarterly operating 
reports as and when required by the 
Commissioner; 

(2) A semi-annual financial state¬ 
ment within sixty (60) days after the 
semi-annual period when required by 
the Commissioner: 

(3) Annual reports prepared by a cer¬ 
tified public accountant or an independ¬ 
ent public accountant, within sixty (60 ) 
days after the end of each fiscal year: 

(4) Specific answers to questions 
upon which Information Is desired from 
time to time relative to the operation and 
condition of the property and the status 
of the insured mortgage; 

(5) Copies of minutes of stockholders’ 
meetings certified to by the Secretary of 
the corporation, within thirty (30) day*' 
after such meetings and, when requested 
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by the Commissioner, copies of minutes 
ou directors' meetings. 

(h) Where the mortgagor obtains a 
supplementary loan to purchase and re¬ 
sell memberships, downpayments made 
by purchasers of memberships shall not 
be less than the downpayments requested 
in the original sales of memberships. 

§ 213.31 Exceptions and special provi¬ 
sion*. 

(a) A Public Mortgagor shall not be 
subject to regulation and restriction by 
the Commissioner with respect to mat¬ 
ters set forth in 44 213.24, 213.25, 213.29, 
and 213.30. 

(b) If the mortgage is to be insured 
after completion of the improvements, 
the mortgagor shall not be subject to the 
requirement of I 213.27. 

(c) In addition to the provisions of 
this part, the mortgagor of an Investor 
Project shall be subject to the provisions 
of I 207.19(b), (Rate of return), | 207.19 
(c), (Rent and charges), and 4 207.26, 
<Form of contract), of this chapter. 
Such mortgagor shall not be subject to 
the provisions of 44 213.25. 213.30(d), 
and 213.34. 

(d) If the mortgage to be Insured cov¬ 
ers Existing Construction, (i 213.33, 
213.34. 213.35, 213.36, and 213 38 shall 
not be applicable. 

(e) The provisions of 1213.27 shall 
apply to the mortgage covering Existing 
Construction only where Commissioner 
required or approved repairs, Improve¬ 
ments, alterations, and additions are In¬ 
volved and Insured advances are to be 
made. In such cases, assurance of com¬ 
pletion of the project shall be deemed 
to refer to assurance of completion of 
•uch repairs, improvements, alterations, 
and additions. 

(f) The provisions of 1213.28 shall 
apply to the mortgage covering Existing 
Construction only to the extent that 
Commissioner required or approved re¬ 
pairs, Improvements, alterations, and 
additions are Involved and reference 
therein relating to contracts, subcon¬ 
tracts, and the construction of the 
project shall be deemed to refer to the 
construction of such repairs. Improve¬ 
ments. alterations, and additions. 

(g) The provisions of 4 213.28 shall 
not apply to a mortgage covering Exist¬ 
ing Construction which covering Exist¬ 
ing Construction which does not involve 
Commissioner required or approved re¬ 
pairs, Improvements, alterations, and 
additions, except that os to such Existing 
Construction where the construction of 
the project or projects was commenced 
after September 23, 1959, inspection by 
the Commissioner and compliance with 
the provisions of section 212 of the Act 
relating to prevailing wage requirements 
shall be a prerequisite of mortgage In¬ 
surance. 

<h) The provisions of 4 213.28 shall 
not apply to a supplementary loan cov* 
*rlng the purchase of an existing com¬ 
munity facility. 

(1) Part 213 sections and portions of 
sections applicable to supplementary 
loans are: 44 213.1(a). (b), (f). <1>, (m). 
snd (n); 213.2; 213.3; 213.4; 213.6(d); 


213.7 d) and (m); 213 8; 213.9(a); 
213.10; 213.18 (a), (b)(1), and <c); 
213.27(e); 213.26 (a) through (f>; and 
213.39. 

In the foregoing provisions, unless 
otherwise indicated: 

(1) “mortgage” shall mean “supple¬ 
mentary loan." 

(2) “mortgagee” shall mean “lender.” 

(3) “mortgagor 1 * shall mean “bor¬ 
rower/* 

(4) “project” shall mean “improve¬ 
ments, repairs, or community facilities.” 

fi 213.32 Certificate of mortgagor re¬ 
garding aw of property for transient 
or hotel purpose*. 

The mortgagor shall certify under 
oath that, so long as the mortgage Is 
insured, the mortgagor will not rent, per¬ 
mit the rental, or permit the offering for 
rental, of the housing, or any part 
thereof, covered by such mortgage for 
transient or hotel purposes. For the 
purpose of this certificate, rental for 
transient or hotel purposes shall mean 
'a) rental for any period less than 30 
days, or (b) any rental, If the occupants 
of the housing accommodations are pro¬ 
vided customary hotel services such as 
roorr service for food and beverages, 
maid service, furnishing and laundering 
of linen, and bellboy service. 

Adjustxxnt or Mortgage Amount 

5 213.33 Certification of coat require¬ 

ments. 

(a) Prior to Initial endorsement of 
the mortgage for Insurance, the mort¬ 
gagor, the mortgagee, and the Commis¬ 
sioner shall enter Into an agreement in 
form and content satisfactory to the 
Commissioner for the purpose of pre¬ 
cluding any excess of mortgage proceeds 
over statutory limitations. Under this 
agreement, the mortgagor shall disclose 
Its relationship with the builder, includ¬ 
ing any collateral agreement, and shall 
agree: 

(1) To enter into a construction con¬ 
tract, the terms of which shall depend 
on whether or not there exists an Iden¬ 
tity of Interest between the mortgagor 
uid the builder. 

(2) To execute a Certificate of Actual 
Costs, upon completion of all physical 
improvements on the mortgaged prop¬ 
erty. 

(3) To apply in reduction of the out¬ 
standing balance of the principal of the 
mortgage any excess of mortgage pro¬ 
ceeds over statutory limitations based 
on actual cost. 

(b) The provisions of paragraph (a) 
of this section relating to disclosure and 
the requirement for a construction con¬ 
tract shall not apply where the mort¬ 
gagor Is the general contractor. 

6 213.34 Form of contract. 

The form of contract between the 
mortgagor of a Management Type Proj¬ 
ect and builder shall be determined In 
accordance with the following: 

(a> Non-identity of interest . If It Is 
found by the Commissioner that: (1) no 
Identity of interest exists between the 
mortgagor or any of its officers, direc¬ 


tors or stockholders and the general con¬ 
tractor, and (2) a cost plus form of con¬ 
tract is not required in the Interests of 
the Commissioner; there may be used a 
lump sum form of contract. 

(b> Identity of interest . If the Com¬ 
missioner does not make the findings de¬ 
scribed In paragraph (a) of this section, 
the form of contract shall provide for 
payment of the actual cost of construc¬ 
tion. not to exceed an upset price and 
may provide for payment of a specified 
builder's fee In addition thereto. The 
builder's fee shall not exceed a reason¬ 
able allowance therefor as established by 
the Commissioner, in accordance with 
customary practices In the area. 

(c) Identity of interest — subcontrac¬ 
tor . If it Is found by the Commissioner 
that an Identity of interest exists between 
the mortgagor or any of Its officers, di¬ 
rectors or stockholders and any subcon¬ 
tractor or material supplier, the mort¬ 
gagor and the general contractor must 
certify In a form prescribed by the Com¬ 
missioner prior to final endorsement of 
the mortgage for Insurance that the 
amounts paid to such subcontractor or 
material supplier were not more than the 
rate prevailing in the locality for similar 
type labor and materials. 

8 213.35 Certificate* of actual coat. 

(a) The mortgagor's certificate of ac¬ 
tual cost. In a form prescribed by the 
Commlsioner. shall be submitted upon 
completion of the physical Improvements 
to the satisfaction of the Commissioner 
and prior to final endorsement. The 
certificate shall show the actual cost to 
the mortgagor, after deduction of any 
kickbacks, rebates, trade discounts, or 
other similar payments to the mortgagor, 
or to any of Its officers, directors, stock¬ 
holders. or partners, of; 

(1) The construction contract, where 
the mortgagor and the general contrac¬ 
tor are separate entitles, or the con¬ 
struction of the project where the mort¬ 
gagor is the genera] contractor and there 
is no such contract. In the case of a 
lump sum contract, the amount shown 
In the certificate shall Include all pay¬ 
ments under the contract: 

(2) In the case of a cost plus-fixed 
fee contract or where the mortgagor is 
the general contractor, the amount 
shown in the certificate shall Include 
such allowance of general overhead 
items as are acceptable to the Commis¬ 
sioner plus a reasonable allowance for 
the builder's profit as established by the 
Commissioner. 

(3) Architect's fee; 

(4) Off-site public utilities and streeu 
not Included In tne general contract; 

<5) Organizational and legal work; 
and 

(6) Other Items of expense approved 
by the Commissioner. 

(b) (I) Where a cost plus form of con¬ 
tract is used, the mortgagor shall submit 
along with Its certification of actual cost 
a certification of the general contractor. 
In a form prescribed by the Commis¬ 
sioner, as to all actual costs paid for 
labor, materials and subcontract work 
under the general contract exclusive of 
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the builder’s fee and any kickback*, re¬ 
bates. trade discount*, or other similar 
payments to the general contractor, the 
mortgagor, or any of its officers, direc¬ 
tors. stockholders or partners. 

(2) Where it is determined by the 
Commissioner that an identity of interest 
exists between the mortgagor or any of 
its officers, directors, stockholders or 
partners and any subcontractor, material 
supplier, or equipment lessor, the mort¬ 
gagor may be required by the Commis¬ 
sioner to submit a certification of actual 
cost by such subcontractor, material 
supplier, or equipment lessor, in a form 
prescribed by the Commissioner, as to all 
actual costs paid for labor, materials, 
subcontracts and overhead exclusive of 
any kickbacks, rebates, trade discounts, 
or other similar payments to the general 
contractor, the mortgagor or any of its 
officers, directors, stockholders or part¬ 
ners. Where the use of a cost plus form 
of contract is required by the Commis¬ 
sioner. and it is determined by the Com¬ 
missioner that an Identity of interest 
exists between the general contractor 
and any subcontractor, material sup¬ 
plier. or equipment lessor, the mortgagor 
may be required by the Commissioner to 
submit a certification of actual cost by 
such subcontractor, material supplier, or 
equipment lessor. 

(c) The mortgagor shall keep and 
maintain adequate records of all cost of 
any construction or other cost items not 
representing work under the general 
contract and, in the case of a cost plus 
contract, shall require the builder to keep 
similar records and, upon request by the 
Commissioner, shall make available for 
examination such records Including any 
collateral agreements. 

(d> The certificate of actual cost shall 
be verified by an independent Certified 
Public Accountant or Independent public 
accountant In a manner acceptable to 
the Commissioner. 

§ 213.36 Adjustment mulling from 
roit certification. 

Upon receipt of the mortgagor's cer¬ 
tification of actual cost there shall be 
added to the total amount thereof the 
Commissioner's estimate of the fair mar¬ 
ket value of any land included In the 
mortgage security and owned by the 
mortgagor In fee, such value being prior 
to the construction of the improvements. 
In the event the land is held under a 
leasehold or other interest less than a 
fee, the cost, if any. of acquiring the 
leasehold or other interest is considered 
an allowable expense which may be 
added to actual cost, provided that in no 
event finch amount is In excess of the 
fair market value of such leasehold or 
other interest exclusive of proposed im¬ 
provements. If the principal obligation 
of the mortgage exceeds the approved 
percentage of this total amount, the 
mortgage shall be reduced by the 
amount of such excess prior to final 
endorsement for Insurance. 

§ 213.37 Rehabilitation project*. 

In the event the mortgage is to finance 
repair or rehabilitation the mortgagor's 
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actual cost of such repair or rehabilita¬ 
tion may Include the Items of expense 
permitted for new construction in ac¬ 
cordance with either paragraph (a) or 
paragraph <b) of I 213.35 and the ap¬ 
plicable cost certification procedure de¬ 
scribed therein will be required; provided 
such mortgage shall be subject to the 
following limitations: 

(a) Property held in fee. If no part 
of the proceeds will be used to finance 
the purchase of the land or structures 
involved the mortgage shall be reduced 
to an amount not to exceed 100 percent 
of the approved cost of the completed 
repairs or rehabilitation. 

(b) Property subject to existing mort¬ 
gage . If the insured mortgage is to in¬ 
clude the cost of refinancing an existing 
mortgage acceptable to the Commis¬ 
sioner. the amount of the existing mort¬ 
gage or the approved percentage of the 
Commissioner’s estimate of the fair mar¬ 
ket value, of land and existing Improve¬ 
ments prior to repair or rehabilitation, 
whichever is the lesser, shall be added to 
the actual cost of the repair or reha¬ 
bilitation. If the principal obligation of 
the Insured mortgage exceeds the total 
amount thus obtained, the mortgage 
shall be reduced by the amount of such 
excess, prior to final endorsement for 
Insurance. 

(c) Property to be acquired. If the 
mortgage is to include the cost of land 
and improvements, and the purchase 
price thereof is to be financed with part 
of the mortgage proceeds, the purchase 
price, or the Commissioner's estimate of 
the fair market value, of land and exist¬ 
ing Improvements prior to repair or re¬ 
habilitation. whichever is the lesser, 
shall be added to the actual cost of the 
repair or rehabilitation. If the princi¬ 
pal obligation of the insured mortgage 
exceeds the approved percentage of this 
amount, the mortgage shall bo reduced 
by the amount of such excess, prior to 
final endorsement for insurance. 

f 213.38 RccfuUitc* of agreement and 
certification. 

(a) Any agreement, undertaking, 
statement or certification required by 
l 213.35 shall specifically state that it 
has been made, presented, and delivered 
for the purpose of influencing an official 
action of the Federal Housing Adminis¬ 
tration. and of the Federal Housing 
Commissioner, and may be relied upon 
by the Commissioner as a true statement 
of the facts contained therein. 

(b) Upon the Commissioner's ap¬ 
proval of the mortgagor's certification as 
required by ft213.35 such certification 
shall be final and incontestable except 
for fraud or material misrepresentation 
on the part of the mortgagor. 

Eligible Mortgagees and Lenders 
g 213*39 Qualifications. 

The provisions of $$ 203.1 to 203.4, 
203.6 to 203.9. and 203.51 through 203.54 
of this chapter shall apply and govern 
the eligibility, qualifications and require¬ 
ments of mortgagees and lenders under 
this subpart* 


Property Requirements 
6 213.10 Eligibility of property. 

<a) A mortgage to be eligible for in¬ 
surance shall be on real estate held: 

(1) In fee simple; or 

(2) On the Interest of the lessee under 
a lease for not less than ninety-nine years 
which is renewable; or 

(3) Under a lease having a period of 
not less than seventy-five years to run 
from the date the mortgage is executed, 
or 

(4) Under a lease executed by a gov¬ 
ernment agency, an Indian or an Indian 
tribe for the maximum term consistent 
with the legal authority for the execu¬ 
tion of such lease, provided that the term 
of any such lease shall run for a period 
of not less than fifty years from the date 
the mortgage is executed. 

(b> The property constituting security 
for the mortgage shall be held by an eli¬ 
gible mortgagor as herein defined and 
shall at the time the mortgage is insured 
be free and clear of all liens other than 
that of such mortgage except as other¬ 
wise provided in this subpart. 

§ 213.42 Minimum number of unit*. 

The project shall consist of not less 
than five dwelling units which may be 
detached, semidetached, or row house, 
or multifamily structures. In the case 
of a Sales Project, such units shall be 
single-family dwellings. 

Title 

8 213.43 Eligibility of title. 

In order for the mortgaged property to 
be eligible for insurance, the Commis¬ 
sioner must determine that marketable 
title thereto Is vested in the mortgagor 
as of the date the mortgage is filed for 
record. The title evidence will be exam¬ 
ined by the Commissioner and the orig¬ 
inal endorsement of the credit Instru¬ 
ment for insurance will be evidence of its 
acceptability. 

§213.14 Title evidence. 

(a) Upon insurance of the mortgage, 
the mortgagee shall furnish to the Com¬ 
missioner a survey of the mortgaged 
property, satisfactory to him, and a pol¬ 
icy of title insurance covering such 
property, as provided in .subparagraph 
(1) of this paragraph. If, for reasom 
the Commissioner deems satisfactory, 
title insurance cannot be furnished, the 
mortgagee shall furnish such evidence 
of title in accordance with subparagraph 
<2), (3).or (4> of this paragraph, as the 
Commissioner may require. Any survey, 
policy of title insurance, or evidence of 
title required under this section shall be 
furnished without expense to the Com¬ 
missioner. The types of title evidence 
are: 

(1) A policy of title Insurance issued 
by a company and in a form satisfactory 
to the Commissioner. The policy shall 
name as the Insureds the mortgagee ami 
the Secretary of Housing and Urban De¬ 
velopment, as their respective Interests 
may appear. The policy shall provide 
that upon acquisition of title by the 
mortgagee or the Secretary, it will be¬ 
come an owner's policy running to the 
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mortgagee or the Secretary, as the case 

may be. 

(2) An abstract of title satisfactory 
to the Commissioner, prepared by an 
abstract company, or individual engaged 
tn the business of preparing abstracts 
of title, accompanied by a legal opinion 
satisfactory to the Commissioner, as to 
the quality of such title, signed by an 
attorney at law experienced in the ex¬ 
amination of titles. 

(3) A Torrens or similar title certifi¬ 
cate. 

(4) Evidence of title conforming to 
the standards of a supervising branch 
of the Government of the United States 
of America, or of any State or Territory 

thereof. 

<b) The survey required by paragraph 

(a) of this section need not be furnished 
In connection with a project Involving 
rehabilitation where the mortgage does 
not exceed $200,000. 

Other Eligible Mortgages 

$213.45 Eligibility of mitcdUnfoui 
type mortgages. 

(a) A mortgage executed by a mort¬ 
gagor of a Management Type project 
covering five or more unite and which 
meets the requirements of this part, ex¬ 
cept as modified by this section shall be 
eligible for Insurance under this part. 

(b) The mortgage may be accepted for 
Insurance If— 

(1) Executed In connection with the 
sale by the Government, or any agency 
or official thereof, of any housing ac¬ 
quired or constructed under Public Law 
842, Seventy-sixth Congress, as 
amended; Public Law 781, Seventy-sixth 
Congress, as amended; or Public Laws 9, 
73, or 353, 8eventy-seventh Congress, as 
amended (Including any additional prop¬ 
erty acquired, held, or constructed In 
connection with such housing or to serve 
the Inhabitants thereof); or 

<2> Executed tn connection with the 
pale by the Public Housing Administra¬ 
tion, or by any public housing agency 
with the approval of the said Adminis¬ 
tration, of any housing (Including any 
additional property acquired, held, or 
constructed in connection with such 
housing or to serve the inhabitants 
thereof) owned or financially assisted 
pursuant to the provisions of Public Law 
871, Seventy-sixth Congress; or 

(3) Executed In connection with the 
tale by the Government, or any agency 
or official thereof, or any of the so-called 
Greenbeifc towns, or parts thereof. In¬ 
cluding projects, or parts thereof, known 
as Oreenhills, Ohio; Greenbelt, Mary¬ 
land; and Greendale, Wisconsin, devel¬ 
oped under the Emergency Relief Ap¬ 
propriation Act of 1935; or of any of the 
village properties or employee’s housing 
under the Jurisdiction of the Tennessee 
Valley Authority; or of any housing 
under the jurisdiction of the Department 
of the Interior located within the town 
area of Coulee Dam, Washington, ac¬ 
quired by the United States for the con- 
el ruction, operation, and maintenance 
of Grand Coulee Dam and Its appurte¬ 
nant works or of any permanent housing 
under the Jurisdiction of the Department 
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of the Interior constructed under the 
Boulder Canyon Project Act of Decem¬ 
ber 21, 1928, as amended and supple¬ 
mented, located within the Boulder City 
municipal area; or 

(4) Executed in connection with the 
sale by the Government, or any agency 
or official thereof, of any housing (In¬ 
cluding any property acquired, held, or 
constructed In connection therewith or 
to serve the inhabitants thereof) pur¬ 
suant to the Atomic Energy Community 
Act of 1955, as amended: Provided, That 
such insurance shall be Issued without 
regard to any preferences or priorities 
except those prescribed by the National 
Housing Act or the Atomic Energy Com¬ 
munity Act of 1955. as amended; or 

(5) Executed tn connection with the 
sale by a 8tate or municipality, or an 
agency. Instrumentality, or political sub¬ 
division of either, of a project consisting 
of any permanent housing (Including any 
property acquired, held or constructed 
in connection therewith or to serve the 
Inhabitants thereof), constructed by or 
on behalf of such State, municipality, 
agency, instrumentality or political sub¬ 
division, for the occupancy of veterans 
(as defined In f 203.12 of thin chapter) 
their families and others: Provided , That 
In no case may the principal obligation 
of a mortgage referred to in this sub- 
paragraph exceed 90 percent of the ap¬ 
praised value of the mortgaged property; 
or 

(0) Executed in connection with the 
first resale, within two years from the 
date of its acquisition from the Govern¬ 
ment. of any portion of a project or prop¬ 
erty of the character described in sub- 
paragraphs (1), (2). (3). and (4) of this 
paragraph. 

(c) (Reserved! 

(d) A mortgage given to refinance an 
existing mortgage Insured under the act 
may be Insured under this subpart pur¬ 
suant to section 223(a)(7) of the act. 
The new mortgage shall be limited In 
amount and in term as follows: 

(1) The principal of the new mortgage 
shall not exceed the lowest of these 
amounts: 

(1) The original principal amount of 
the existing Insured mortgage. 

(II) Hie unpaid principal amount of 
the existing insured mortgage, to which 
may be added— 

(a) The outstanding indebtedness In¬ 
curred in connection with capital Im¬ 
provements made to the property which 
are acceptable to the Commissioner. 

<b) The costs, as determined by the 
Commissioner, of capital Improvements, 
upgrading or additions required to be 
made to the property. 

(c) Loon closing charges. 

(III) 90 percent of the Commissioner's 
estimate of the value of the property 
after completion of the repairs, improve¬ 
ments or additions to the property. 

(2) Th© term of the new mortgage 
shall not exceed the unexpired term of 
the existing mortgage, except that It 
may have a term of not more than 12 
years In excess of the unexpired term of 
the existing mortgage in any case in 


which the Commissioner determines that 
the insurance of the mortgage for an 
additional term will Inure to the benefit 
of the applicable insurance fund, taking 
into oon&lderation the outstanding in¬ 
surance liability under the existing In¬ 
sured mortgage. 

(e) The Commissioner may Insure 
under this part, without regard to any 
limitation upon eligibility contained In 
this subpart, any mortgage assigned to 
him in connection with payment under 
a contract of mortgage insurance, or 
executed in connection with a sale by 
him of any property acquired under any 
section or title of the Act. 

§ 213.45a Eligibility of mortgage* cov¬ 
ering bou.ing in certain neighbor¬ 
hood 

(a) A mortgage financing the repair, 
rehabilitation, construction, or purchase 
of property located in an older declining 
urban area shall be eligible for Insurance 
under this subpart subject to compliance 
with the additional requirements of this 
section. 

(b) The mortgage shall meet all of the 
requirements of this subpart, except such 
requirements (other than those relating 
to labor standards and prevailing wages) 
as are Judged to be not applicable on the 
basis of the following determinations to 
be made by the Commissioner: 

(1) That the conditions of the area in 
which the property Is located prevent the 
application of certain eligibility require¬ 
ments of this subpart. 

(2) That the area Is reasonably viable, 
and there Is a need in the area for ade¬ 
quate housing for families of lower 
Income. 

(3) That the mortgage to be insured is 
an acceptable risk, 

(c) Mortgages complying with the re¬ 
quirements of this section shall be In¬ 
sured under this subpart pursuant to sec¬ 
tion 223(e) of the National Housing Act. 
Such mortgages shall be Insured under 
and be the obligation of the Special Risk 
Insurance Fund. 

Extension or Hits and Protection or 
Work in Process 

$ 213.46 Actions by Commissioner. 

Where the mortgagee or lender has 
failed to take action within the period 
of time required In order to prevent the 
expiration of a commitment or tn order 
to reopen an expired commitment, the 
Commissioner may extend such period 
and may retroactively reinstate or re¬ 
open such commitment. 

6 213.219 Effect of amendment*. 

The regulations In this subpart may be 
amended by the Commissioner at any 
time and from time to time, tn whole or 
In part, but such amendment shall not 
adversely affect the Interests of a mort¬ 
gagee or lender under the contract of in¬ 
surance on any mortgage or loan already 
Insured and shall not adversely affect the 
Interests of a mortgagee or lender on any 
mortgage or loan to be Insured on which 
the Commissioner has made a commit¬ 
ment to insure. 
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Subpart B—Contract Rights and Ob¬ 
ligations—Projects 

$213,251 Incorporation by reference. 

(a) All of the provisions of Subpart 
B, Part 207 of this chapter covering 
mortgagee Insured under section 207 of 
the National Housing Act. apply with 
full force and effect to mortgages In¬ 
sured under section 213 of the National 
Housing Act, except the following pro¬ 
visions: 

Sec. 

207.351 DoflnlUona. 

307.252 First, second and third premium*. 

207.253 Adjusted premium charge. 

207.254 Form of endorsement. 

(b) For the purposes of this subpart, 
all references In Part 207 of this chapter 
to section 207 of the National Housing 
Act shall be deemed to refer to section 
213 of the act, and all references In Part 
207 of this chapter to the General Insur¬ 
ance Fund shall be deemed to refer to 
the Cooperative Management Housing 
Insurance Fund In cases Involving mort¬ 
gages which are the obligation of the Co¬ 
operative Management Housing Insur¬ 
ance Fund. 

(c) The provisions of 15 207.255. 
207.255, 207.257. 207.261. 207.262 and 
207.263 of this chapter shall apply to 
supplementary loans insured under sec¬ 
tion 213(J) of the Act. In connection 
with the foregoing provisions the terms 
“mortgagor", “mortgagee", “mortgage’* 
shall be construed to mean “borrower”, 
lender", and “supplementary loan. In¬ 
cluding required security instrument". 

(d) Where the provisions of this sub¬ 
part are applicable to supplementary 
loans, the terms “mortgagor", “mort¬ 
gagee". “mortgage”, shall be construed to 
mean “borrower”, “lender", and “supple¬ 
mentary loan, including required security 
instrument”. 

(e) Where the provisions of this sub¬ 
part are applicable to operating loss 
loans, the terms “mortgagor," “mortga¬ 
gee” and “mortgage” shall be construed 
to mean “borrower,” "lender" and “op¬ 
erating loss loan. Including required se¬ 
curity instrument." respectively. 

g 213.252 Definition*. 

The definitions contained In 5 213.1 
shall apply to this subpart and In addi¬ 
tion the following terms shall have the 
meaning Indicated. 

(a) “Contract of Insurance” means 
the agreement evidenced by endorsement 
of the credit Instrument by the Commis¬ 
sioner or his duly authorized representa¬ 
tive and includes the terms, conditions 
and provisions of this subpart and of the 
National Housing Act. 

Cb) “Insured mortgage” means a 
mortgage which has been Insured by the 
endorsement of the credit instrument by 
the Commissioner. 

(c) “Mortgage” means such a first lien 
upon real estate and other property as 
is commonly given to secure advances on. 
or the unpaid purchase price of. real 
estate under the laws of the State, dis¬ 
trict or territory In which the real estate 
Is located, together with the credit ln- 
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strument or instruments. If any, secured 
thereby. In any Instance where an op¬ 
erating loss loan Is involved, the term 
shall Include both the original mortgage 
and the instrument securing the operat¬ 
ing loss loan. 

(d> “Mortgagee” means the original 
lender under a mortgage, its successors 
and such of its assigns as are approved 
by the Commissioner, and Includes the 
holders of the credit Instruments issued 
under a trust Indenture, mortgage or 
deed of trust pursuant to which such 
holders act by and through a trustee 
therein named. 

(e) “Mortgagor” means the original 
borrower under a mortgage and Its suc¬ 
cessors and such of its assigns are are 
approved by the Commissioner. 

<f> “Project Mortgage” means a 
blanket mortgage Insured under section 
213 of the Act, covering a group of not 
less than five single-family dwellings. 

§ 213.253 Premium* upon initial en¬ 
dorsement. 

(a) Management and Sales Types and 
Investor Sponsored Projects. The mort¬ 
gagee. upon the initial endorsement of 
the mortgage for Insurance, shall pay to 
the Commissioner a first mortgage In¬ 
surance premium equal to one-half of 
one percent of the original face amount 
of the mortgage. 

(b) Purchasing cooperatives. The 
provisions of paragraph (a) of this sec¬ 
tion do not apply to the mortgage of a 
purchasing nonprofit cooperative hous¬ 
ing corporation or trust where such 
mortgage Is endorsed for insurance pur¬ 
suant to the sale of an Investor Spon¬ 
sored Project to such purchasing 
nonprofit cooperative housing corpora¬ 
tion or trust. 

(c) Existing Construction. The pro¬ 
visions of paragraph (a) shall apply to 
a mortgage covering Existing Construc¬ 
tion which Involves Insurance of ad¬ 
vances for Commissioner approved or 
required repairs, Improvements, altera¬ 
tions and additions. 

(d) Operating loss loans and supple¬ 
mentary loans. The provisions of para¬ 
graph (a) of this section shall apply to 
any operating loss loan and to any sup¬ 
plementary loan, except a supplementary 
loan to finance the acquisition of an 
existing community facility. 

§ 213.254 Premium* whfre fimt princi¬ 
pal payment more than one year 
After initial endowment. 

(a) Management and Sales Types and 
Investor Sponsored Projects. (1) If the 
date of the first principal payment is 
more than one year following the date 
of such initial insurance endorsement, 
the mortgagee, upon the anniversary of 
such Insurance date, shall pay a second 
premium equal to one-half of one percent 
of the original face amount of the mort¬ 
gage. On the date of the first principal 
payment, the mortgagee shall pay a third 
premium equal to one-half of one per¬ 
cent of the average outstanding principal 
obligation of the mortgage for the fol¬ 
lowing year which shall be adjusted so 
as to accord with such date and so that 


the aggregate of the first, second and 
third premiums shall equal the sum of <1> 
one percent of the average outstanding 
principal obligation of the mortgage- for 
the year following the date of Initial 
Insurance endorsement, and (11) one-half 
of one percent per annum of the average 
outstanding principal obligation of the 
mortgage for the period from the first 
anniversary of the date of Initial In¬ 
surance endorsement to one year follow¬ 
ing the date of the first principal 
payment. 

(2) If the date of the first principal 
payment of a mortgage is more than one 
year following the date of the Initial In¬ 
surance endorsement and the mortgage 
is paid in full prior to the date of such 
first principal payment, the first and 
second premiums collected shall be ad¬ 
justed so that the aggregate of the two 
premiums shall equal the sum of (1) one 
percent of the average outstanding prin¬ 
cipal obligation of the mortgage for the 
year following the date of the initial 
insurance endorsement, and (U) one-half 
of one percent per annum of the average 
outstanding principal obligation of the 
mortgage for the period from the first 
anniversary of the date of Initial en¬ 
dorsement to the date the mortgage was 
paid in full 

(b) Purchasing cooperatives. The 
provisions of paragraph (a) of this sec¬ 
tion do not apply to the mortgage of a 
purchasing nonprofit cooperative hous¬ 
ing corporation or trust where such 
mortgage is endorsed for Insurance pur¬ 
suant to the sale of an Investor Spon¬ 
sored Project to such purcha z 
nonprofit cooperative housing corpora¬ 
tion or trust. 

(C) Existing Construction. The pro¬ 
visions of paragraph (a) shall apply to 
a mortgage covering Existing Construc¬ 
tion which Involves Insurance of ad¬ 
vances for Commissioner approved or re¬ 
quired repairs. Improvements, alterations 
and additions. 

(d) Supplementary loan; insurance of 
advances. The provisions of paragraph 
(a) shall apply to any supplementary 
loan Involving Insurance of advances 

S 213.255 Premium* where firM print!- 
pal payment one year or lea* afirr 
initial endorsement. 

(a) Management and Sales Types and 
Investor Sponsored Projects . (1) If the 
date of the first principal payment 1 s 
one year, or less than one year following 
the date of such Initial Insurance en¬ 
dorsement, the mortgagee, upon such 
first principal payment date, shall pay a 
second premium equal to one-half of one 
percent of the average outstanding prin¬ 
cipal obligation of the mortgage for the 
following year which shall be adju5tcd 
so as to accord with such date and so 
that the aggregate of the first and second 
premiums shall equal the sum of (1) one 
percent per annum of the average out¬ 
standing principal obligation of the 
mortgage for the period from the date of 
initial Insurance endorsement to the date 
of first principal payment, and (11) one- 
half of one percent of the average 
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outstanding principal obligation of the 
mortgage for the year following the date 
of the first principal payment. 

(2) If the date of the first principal 
payment of a mortgage la one year or 
less than one year following the date of 
the initial Insurance endorsement and 
the mortgage Is paid In full prior to the 
date of such first principal payment, the 
first and only premium collected shall 
be adjusted so that the total premium 
shall equal one percent per annum of 
the average outstanding principal ob¬ 
ligation of the mortgage for the period 
from the date of Initial Insurance en¬ 
dorsement to the date the mortgage was 
paid In full. 

(b) Purchasing cooperatives. The 
provisions of paragraph (a) of this sec¬ 
tion do not apply to the mortgage of a 
purchasing nonprofit cooperative hous¬ 
ing corporation or trust where such 
mortgage is endorsed for insurance pur¬ 
suant to the sale of an Investor Spon¬ 
sored Project to such purchasing non¬ 
profit cooperative housing corporation 
or trust. 

(c) Existing Construction. The provi¬ 
sions of paragraph (a) shall apply to a 
mortgage covering Existing Construction 
which Involves Insurance of advances for 
Commissioner approved or required re¬ 
pairs, Improvements, alterations and 
additions. 

*d) Supplementary loan; insurance o/ 
advances. The provisions of paragraph 

(a) shall apply to a supplementary loan 
involving Insurance of advances. 

£ 213.256 Premiums; insurance upon 
completion. 

(a) Management and Sales Types 
and Investor Sponsored Projects. 
(1) Where the mortgage Is Initially and 
finally endorsed for Insurance pursuant 
to a Commitment to Insure Upon Com¬ 
pletion. the mortgagee on the date of the 
first principal payment shall pay a sec¬ 
ond premium equal to one-half of one 
percent of the average outstanding 
principal obligation of the mortgage for 
the year following such first principal 
payment date which shall be adjusted 
so ns to accord with such date and so 
that the aggregate of the first and sec¬ 
ond premiums shall equal the sum of 
one-half of one percent per annum of 
the average outstanding principal obli¬ 
gation of the mortgage for the period 
from the date of the insurance endorse¬ 
ment to one year following the date of 
the first principal payment. 

(2) Where the mortgage Is Initially 
and finally endorsed for insurance pur¬ 
suant to a Commitment to Insure Upon 
Completion and is paid In full prior to 
the date of the first principal payment, 
the first and only premium collected 
shall be adjusted so that the total pre¬ 
mium shall equal one-half of one percent 
per annum of the average outstanding 
principal obligation of the mortgage for 
the period from the date of the Insur¬ 
ance endorsement to the date the mort¬ 
gage was paid In full. 

(b) Purchasing cooperatives. The 
Provisions of paragraph (a) of this sec¬ 
tion do not apply to the mortgage of a 
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purchasing nonprofit cooperative hous¬ 
ing corporation or trust where such 
mortgage Is endorsed for insurance pur¬ 
suant to the sale of an Investor Spon¬ 
sored Project to such purchasing non¬ 
profit cooperative housing corporation 
or trust. 

(c) Existing Construction. The pro¬ 
visions of paragraph (a) shall apply to 
Existing Construction not involving in¬ 
surance of advances but involved Com¬ 
missioner approved or required repairs, 
improvements, alterations and additions. 

(d) Supplementary loan; Commit¬ 
ment to Insure Upon Completion. The 
provisions of paragraphs Ca) and (b) 
shall apply to a supplementary loan en¬ 
dorsed for insurance pursuant to a Com¬ 
mitment to Insure Upon Completion. 

§213.257 Premium*; purcli**ing co¬ 
operatives ; Existing Construction; 
Mipplrmcntarv loan* to purchase ex¬ 
isting community facility. 

(a) Where a mortgage is endorsed for 
Insurance pursuant to the sale of an In¬ 
vestor Sponsor Project or covers Existing 
Construction not Involving Commissioner 
approved or required repairs* Improve¬ 
ments. alterations and additions, the 
mortgagee, on the date of the Insurance 
endorsement, shall pay a first premium 
equal to one-half of one percent of the 
principal obligation of the mortgage for 
tiie period from the date of the Insurance 
endorsement to one year following the 
date of the first principal payment. On 
the anniversary of the first principal pay¬ 
ment, this first premium shall be ad¬ 
justed to equal one-half of one percent 
of the average outstanding principal obli¬ 
gation of the mortgage for the period 
from the date of the insurance endorse¬ 
ment to one year following the date of 
the first principal payment. 

(b) The premium provisions of para¬ 
graph (a) shall apply to a supplementary 
loan to purchase an existing community 
facility. 

§ 213.258 Subsequent annual premi¬ 
um*. 

(a) Until the mortgage is paid in full 
or until receipt by the Commissioner of 
an application for Insurance benefits, or 
until the contract of Insurance is other¬ 
wise terminated with the consent of the 
Commissioner, the mortgagee, on each 
anniversary of the date of the first prin¬ 
cipal payment, shall pay an annual mort¬ 
gage Insurance premium equal to one- 
half of one percent of the average 
outstanding principal obligation of the 
mortgage for the year following the date 
on which such premium becomes payable. 

(b) The provisions of paragraph (a) 
of this section shall apply to operating 
loss loans and to supplementary loans. 

§213.259 Computation of aubaequent 
annual premium*. 

The premiums payable on and after 
the date of the first principal payment 
shall be calculated In accordance with 
the amortization provisions without tak¬ 
ing into account delinquent payments or 
prepayments. 
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§ 213.260 Allowable method* of premi¬ 
um payment. 

Premiums shall be payable In cash or 
in debentures at par plus accrued inter¬ 
est. All premiums are payable In ad¬ 
vance and no refund can be made of any 
portion thereof except as hereinafter 
provided in tills port. 

§ 213.261 Termination of mortgage in- 
auranre—prepayment in full and 
voluntary termination—investor 

project 

All of the provisions of 9 207.253 of 
this chapter shall apply to investor proj¬ 
ect mortgages, except that no adjusted 
premium charge shall be due the Com¬ 
missioner where the Investor project 
mortgage is paid in full prior to maturity 
as a result of a sale of the Investor proj¬ 
ect to a purchasing cooperative. 

§ 213.262 Termination of mortgage in¬ 
surance—prepayment in full—man¬ 
agement, purchasing cooperative, 
sale* and existing construction proj¬ 
ect mortgage*. 

Tile contract of mortgage insurance 
shall be terminated if the principal of a 
management, purchasing cooperative, 
sales or existing construction project 
mortgage is paid In full prior to ma¬ 
turity. The termination shall become 
effective as of the date of such prepay¬ 
ment upon compliance with the follow¬ 
ing requirement: 

(a) Adjusted premium charge. (1) 
Where the prepayment in full occurs 
before the tenth anniversary of the date 
the mortgage was first endorsed for In¬ 
surance, the mortgagee shall pay the 
Commissioner an adjusted premium 
charge computed as follows: 

(i) Two percent of the original face 
amount of the mortgage where the mort¬ 
gage Is prepaid in full prior to maturity 
and within five years from the date of 
the initial endorsement for Insurance. 

<ii) One percent of the original face 
amount of the mortgage where the mort¬ 
gage is prepaid in full prior to maturity 
and after five years from the date of the 
initial endorsement for insurance. 

(ill) If at the time of prepayment In 
full a new Insured mortgage is placed on 
the same property and the new mortgage 
Is less than the face amount of the 
original mortgage, the adjusted premium 
shall be computed at the relevant per¬ 
centage prescribed In subdivision (1) or 
(U) of this subparagraph of the differ¬ 
ence between the face amount of the 
new mortgage and the original mortgage. 
The provision of this subdivision (Ui) 
shall also apply to Instances where there 
are a series of new Individually Insured 
mortgages placed on the same property. 

(iv) If new insured mortgages are 
placed on the sa m e property within 1 
year from the date of prepayment In full, 
the Commissioner shall refund to the 
mortgagee for the account of the mort¬ 
gagor any overpayment determined by 
recomputing the adjusted premium 
using the formula prescribed In subdivi¬ 
sion (ill) of this subparagraph. The pro¬ 
vision of this subdivision (Iv) shall also 
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apply to Instances where there art a 
series of new Individually insured mort¬ 
gages placed on the same property. 

(a) The Insured mortgage Is paid tn 
full with or from the proceeds of a new 
Insured mortgage, or mortgages having 
an aggregate amount less than the orig¬ 
inal principal amount of the mortgage 
on the same property; or 

(b) The Commissioner has accepted 
an adjusted premium charge under an 
agreement providing that If new Insured 
mortgages are placed on part or all of 
the property, within a period of time not 
to exceed one year from the date of pre¬ 
payment, the adjusted premium charge 
previously collected will be refunded in 
whole or In part. In the event of the ac¬ 
ceptance of such agreement the refund. 
If any. shall be computed only after the 
termination of the agreement or after the 
sale of all property or properties, which¬ 
ever occurs first, and no refund sha ll be 
made prior to such computation. 

(2) The adjusted premium charge 
shall not exceed the aggregate amount of 
mortgage Insurance premium which 
would have been payable if the mortgage 
had continued to be Insured until the 
tenth anniversary of the date the mort¬ 
gage was first endorsed for Insurance. 

(3) The adjusted premium shall be 
remitted to the Commissioner with the 
notice or prepayment. Payment shall be 
made either In cash or debentures at 
par plus accrued Interested. 

(b) Exceptions to adjusted premium 
charge. No adjusted premium charge 
•hall be due the Commissioner In any of 
the following cases: 

(1) Where the mortgage Is paid In full 
with or from the proceeds of a new In¬ 
sured mortgage or mortage* having an 
aggregate amount equal to or greater 
than the original principal amount of 
the prepaid mortgage. 

(2) Where the final maturity .specified 
In the mortgage is accelerated solely by 
reason of partial prepayments made by 
the mortgagor which do not exceed in 
any one calendar year fifteen percent of 
the original face amount of the mort¬ 
gage. 

(3) Where the final maturity specified 
tn the mortgage Is accelerated solely by 
reason of payments to principal to com¬ 
pensate for damage to the mortgaged 
property. 

(4) Where the final maturity specified 
In the mortgage Is accelerated solely by 
reason of payments to principal to com¬ 
pensate for the release of a part of the 
insured property, if the transaction Is 
approved by the Commissioner. 

(3) Where payment in full Is made 
on a delinquent mortgage on which 
foreclosure proceedings have been com¬ 
menced. if the transaction Is approved 
by the Commissioner. 

(6) Where payment In full la made on 
a delinquent mortgage for the purpose of 
avoiding foreclosure. If the transaction is 
approved by the Commissioner. 

(7) Where at the time of prepayment 
In full there la placed on the property a 
new Insured mortgage or mortgages In an 
amount or amounts less than the original 
principal amount of the mortgage. If 
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the Commissioner finds that the collec¬ 
tion of such charge would be inequitable 
under the particular circumstances of 
the transaction. 

(8) Where prepayment In full is made 
on or after April 20, 1962 and following 
the tenth anniversary of the date the 
mortgage was first endorsed tor insur¬ 
ance. 

<9) Where a sales project mortgage Is 
paid In full In connection with the re¬ 
lease of the Individual dwelling units 
from the project mortgage and insured 
mortgages are placed on all of the re¬ 
leased dwelling units. 

(10) Where the mortgage Is paid In 
fuU by a mortgagor which Is a federal, 
state or other governmental agency or 
instrumentality. 

(11) Where the mortgage is paid In 
fun after July 1, 1962 and the mort¬ 
gagor certifies to the Commissioner, in 
a manner satisfactory to him, that the 
payment was made by or on behalf of a 
nonprofit educational Institution which 
Intends to use the property for educa¬ 
tional purposes. 

(12) Where the mortgage has been In¬ 
sured for 10 or more years and the Com¬ 
missioner determines the foHowlng: 

(1) The mortgaged property has been 
operated at a deficit over a substantial 
period and major rehabilitation will help 
to remedy this condition. 

(il> FHA financing for rehabilitation 
is not feasible. 

(ill) Financing obtained to prepay the 
Insured mortgage will also finance the 
necessary rehabilitation and make the 
project competitive with other available 
rentals. 

(c) Notice of prepayment. Written 
notice shall be given by the mortgagee 
to the Commissioner, on a form pre¬ 
scribed by the Commissioner, within 30 
days after prepayment in full of the 
mortgage. 

{ 213.263 Termination of mortgage in* 
auranee—voluntary termination-— 

management, purchasing cooper a* 
five, sale*, and existing construction 
project mortgage*. 

(a) Voluntary termination. The con¬ 
tract of insurance shall be voluntarily 
terminated upon receipt by the Commis¬ 
sioner of a request, on a form prescribed 
by the Commissioner, by the mortgagor 
and the mortgagee of any management 
purchasing cooperative, sales or existing 
construction project mortgage, accom¬ 
panied by a submission of the original 
credit Instrument for cancellation of the 
insurance endorsement and the remit¬ 
tance of all sums to which the Com¬ 
missioner Is entitled. The termination 
shall become effective as of the date 
these requirements are met. 

(b) Termination charge. (1) Where 
the Commissioner receive* a request for 
voluntary termination of the mortgage 
Insurance before the tenth anniversary 
of the date the mortgage was first en¬ 
dorsed for Insurance, the mortgagee 
shall pay the Commissioner a termina¬ 
tion charge computed os follows: 

(1) Two percent of the original face 
amount of the mortgage where the mort¬ 


gage Insurance is terminated prior to 
the maturity of the mortgage and within 
five years from the date of the initial 
endorsement for Insurance. 

(II) One percent of the original face 
amount of the mortgage where the mort¬ 
gage Insurance Is terminated prior to 
the maturity of the mortgage and afu r 
five years from the date of the Initial 
endorsement for Insurance. 

(III) If at the time of voluntary ter¬ 
mination a new Insured mortgage is 
placed on the same property and the new 
mortgage is lees than the face amount of 
the original mortgage, the terminate n 
charge shall be computed at the relevant 
percentage prescribed In subdivision (!) 
or (11) of this subparagraph of the differ¬ 
ence between the face amount of the 
new mortgage and the original mortgage. 
The provision of this subdivision (111 ) 
shall also apply to Instances where there 
are a series of new Individually Insured 
mortgages placed on the same property 

(iv) If new Insured mortgages are 
placed on the same property within 1 
year from the voluntary termination 
date, the Commissioner shah refund to 
the mortgagee for the account of the 
mortgagor any overpayment determined 
by recomputing the termination charge 
using the formula prescribed In subdi¬ 
vision (111) of this subparagraph. The 
provision of this subdivision (lv) shall 
also apply to Instance* where there are a 
series of new Individually Insured mort¬ 
gages placed on the same property. 

(2) The termination charge shall not 
exceed the aggregate amount of mort¬ 
gage Insurance premium which would 
have been payable If the mortgage had 
continued to be Insured until the tenth 
anniversary of the date the mortgage 
was first endorsed for Insurance. 

(C) Exceptions to termination charge 
Ttie mortgage Insurance contract may 
be voluntarily terminated without pay¬ 
ment of a termination charge If: 

(1) The mortgage Is delinquent and 
termination of Insurance Is for the pur¬ 
pose of avoiding foreclosure if the trans¬ 
action Is approved by the Commissioner 

(2) Foreclosure proceedings have been 
Instituted. 

(3) The request for voluntary termi¬ 
nation of the mortgage Insurance Is re¬ 
ceived by the Commissioner on or after 
the tenth anniversary of the date the 
mortgage was first endorsed for insur¬ 
ance. 

(4) Where the voluntary termination 
occurs in connection with the release of 
the Individual dwelling units from the 
project mortgage and Insured mortgages 
are placed on all of the released dwelling 
units. 

B 213.264 Termination of Itunrnnce — 
prepayment in foil and voluntary 
termination—tupplem rotary loan*. 

(a) Prepayment tn fuU. The contract 
of insurance shall be terminated If * 
supplementary loan Is paid In full prior 
to Its maturity. Notice of the prepay¬ 
ment shall be given to the Commissioner, 
on a form prescribed by the Commis¬ 
sioner, within 30 days from the date of 


FEOEIAL REGISTER VOL 36, NO. 246—WEDNESDAY, DECEMBER 22, 1971 













the prepayment. The Insurance termi¬ 
nation shall become effective as of the 
date of the prepayment. No adjusted 
premium charge shall be due the Com¬ 
missioner in connection with such pre¬ 
payment. 

(b) Voluntary termination. The con¬ 
tract of insurance shall be voluntarily 
terminated upon receipt by the Commis¬ 
sioner of a written request, on a form 
prescribed by the Commissioner, by the 
lender and the borrower for such termi¬ 
nation. accompanied by a submission of 
the original credit Instrument for can¬ 
cellation of the insurance endorsement 
and the remittance of all sums to which 
the Commissioner is entitled. The termi¬ 
nation shall become effective as of the 
date these requirements ore met. No 
termination charge shall be due the 
Commissioner In connection with such 
termination. 

§ 213.265 Refund* upon prepayment in 
full or voluntary termination. 

(a) Upon termination of the mortgage 
or supplementary loan Insurance con¬ 
tract by a payment In full or by a volun¬ 
tary termination, the Commissioner shall 
refund to the mortgagee or lender for the 
account of the mortgagor or borrower an 
amount equal to the pro rata portion of 
the current annual mortgage or supple¬ 
mentary loan Insurance premium there¬ 
tofore paid, which is applicable to the 
portion of the year subsequent to (1) the 
date of the prepayment or (2) the effec¬ 
tive date of the voluntary termination of 
the contract of Insurance. 

(b) Where a mortgage covering an 
Investor Sponsored project Is modified 
and consolidated with the mortgage of a 
purchasing nonprofit cooperative hous¬ 
ing corporation or trust, it shall be 
deemed to be paid In full for purposes 
of this subpart as of the date of such 
modification and consolidation. 

9 213.266 Initial insurance endorse¬ 
ment. 

The Commissioner shall Indicate his 
Insurance of the mortgage or supple¬ 
mentary loan by endorsing the original 
credit instrument and Identifying the 
section of the Act and the regulations 
under which the mortgage or supple¬ 
mentary loan Is Insured and the date of 
Insurance. 

§ 213.266a Insurance fund obligation*. 

A mortgage endorsed for insurance 
under section 313 of the act shall be the 
obligation either of the Cooperative 
Management Housing Insurance Fund 
or of the General Insurance Fund. The 
determination of the applicable fund 
ehafi be governed by the following: 

<a) A mortgage insured under section 
213(a)(1) of the act or under section 
213(a)(3) If the project has been ac¬ 
quired by a cooperative corporation or 
under section 213 (1) or (J) shall be the 
obligation of the Cooperative Manage¬ 
ment Housing Insurance Fund, where it 
has been Insured pursuant to a commit¬ 
ment Issued on or after August 10. 1965. 
or insured pursuant to a commitment 
Issued prior to such date, and transferred 
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to the Cooperative Management Housing 
Insurance Fund. 

(b) A mortgage Insured under section 
213(a)(2) of the act or under section 
213(a)(3) where the project has not been 
acquired by a cooperative corporation 
shall be the obligation of the General 
Insurance Fund. A mortgage Insured 
prior to August 10. 1965, or Insured pur¬ 
suant to a commitment Issued prior to 
such date, where the project has not 
been transferred to the Cooperative 
Management Housing Insurance Fund, 
shall also be the obligation of the Gen¬ 
eral Insurance Fund. 

§ 213.267 Effect of insurance endorse¬ 
ment. 

From the date of Initial endorsement, 
the Commissioner and the mortgagee or 
lender shall be bound by the provisions 
of this subpart to the same extent as if 
they had executed a contract including 
the provisions of this subpart and the 
applicable sections of the Act. 

g 213.268 Final Insurance endorsement. 

When all advances of mortgage or 
loan proceeds have been made and all 
the terms and conditions of the commit¬ 
ment have been complied with to the 
satisfaction of the Commissioner, he 
shall indicate on the original credit in¬ 
strument the total of all advances he 
has approved for insurance and again 
endorse such Instrument. 

§213.269 Endorsement of supplemen¬ 
tary loan*. 

The provisions of II 213.266, 213.267. 
and 213.268 shall apply to supplementary 
loans. 

S213.270 .Supplementary loans; elec¬ 
tion of action; claims; debentures. 

(a) Election of action. Where a real 
estate mortgage, deed of trust, condi¬ 
tional sales contract, chattel mortgage, 
lien. Judgment, or any other security 
device has been used to secure the pay¬ 
ment of a loan made under the provi¬ 
sions of this section, the lender may not, 
except with the approval of the Com¬ 
missioner, both proceed against such 
security and also make claim under its 
contract of insurance, but shall elect 
which method St desires to pursue. 

(b) Maximum claim period. Notice 
of intention to file claim on a form pre¬ 
scribed by the Commissioner shall be 
filed within 45 days after the lender 
becomes eligible for the benefits of the 
loan Insurance, or within such later time 
as may be agreed upon by the Commis¬ 
sioner In writing. 

(c) Items to be filed on submitting 
claim. Within 30 days after the filing 
of the notice of Intention to file claim, 
or within such further period as may 
be agreed upon by the Commissioner in 
writing, the lender shall file with the 
Commissioner: 

(1) The fiscal data pertaining to the 
loan transaction; 

(2) Receipts covering all disburse¬ 
ments as required by the fiscal data 
form; 
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(3) The original note and any security 
instrument or instruments which shall 
be assigned to the Commissioner with¬ 
out recourse or warranty, except that the 
lender must warrant that no act or omis¬ 
sion of the lender has Impaired the 
validity and priority of such security 
instrument or instruments, that the se¬ 
curity Instrument or instruments are 
prior to all mechanics* and material- 
men’s liens filed of record subsequent to 
the recording of such security instru¬ 
ment or instruments regardless of 
whether such liens attached prior to such 
recording date, and prior to all liens and 
encumbrances which may have attached 
or defects which mar have arisen sub¬ 
sequent to the recording of such security 
Instrument or instruments, except such 
liens or other matters as may be ap¬ 
proved by the Commissioner, that the 
amount stated in the Instrument of as¬ 
signment is actually due and owing 
under the security Instrument or instru¬ 
ments, that there are no offsets or 
counterclaims thereto, and that the 
lender has a good right to assign such 
note and security instrument or instru¬ 
ments; 

(4) All hazard Insurance policies hold 
on property serving as security for the 
loan or other evidence of insurance 
coverage acceptable to the Commis¬ 
sioner. together with a copy of the 
lenders notification to the carrier au¬ 
thorizing the amendment of the loss 
payable clause substituting the Com¬ 
missioner as the holder of the security 
instrument; 

(5) The assignment to the Commis¬ 
sioner of all rights and interests arising 
under the note and security instrument 
or instruments so in default, and all 
claims of the lender against the bor¬ 
rower or others arising out of the loan 
transaction; 

(6) All policies of title or other in¬ 
surance or surety bonds, or other guar¬ 
antees and any and all claims there¬ 
under; including evidence satisfactory 
to the Commissioner that the original 
title coverage has been extended to in¬ 
clude the assignment of the note and 
the security instrument or instruments 
to the Commissioner: 

(7) Any balance of the loan not ad¬ 
vanced to the borrower; 

(8) Any cash or property held by the 
lender or Its agents or to which it is 
entitled; including deposits made for 
the account of the borrower and which 
have not been applied in reduction of 
the principal obligation under the note . 
and security Instrument or instruments; 

(9) All records, ledger cards, docu¬ 
ments, books, papers and accounts relat¬ 
ing to the loan transaction; 

(10) Any additional Information or 
data which the Commissioner may 
require. 

<d) Claim computation . Upon an ac¬ 
ceptable assignment of the note and 
security instrument, the Commissioner 
shall pay the claim of the lender in cash, 
in debentures or in a combination of 
both, as determined by the Commissioner 
at the time of payment. The payment 
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shall be In an amount equal to the un¬ 
paid principal balance of the supplemen¬ 
tary loan plus: 

(1) Any accrued Interest due on the 
supplementary loan as of the date of ex¬ 
ecution of Its assignment to the Com¬ 
missioner: 

(2) Any advance made previously 
under the provisions of the loan Instru¬ 
ment and approved by the Commis¬ 
sioner; 

(3) Reimbursement for such reason¬ 
able collection costs, court costs, and 
attorney's fees as may be approved by 
the Commissioner: 

(4) An amount equivalent to the 
debenture Interest which would have 
been earned on the portion of the Insur¬ 
ance benefits paid in cash, as of the date 
such cash payment Is made, except that 
when the lender falls to meet any one 
of the applicable requirements of para¬ 
graphs (b) and to) of this section within 
the specified time and In a manner sat¬ 
isfactory to the Commissioner (or within 
such further time as the Commissioner 
may approve in writing). the Interest al¬ 
lowance in such cash payment shall be 
computed only to the date on which the 
particular required action should have 
been taken or to which It was extended. 

(e) Debenture interest. The deben¬ 
tures shall bear Interest as provided in 
f 207.259(e) (6) of this chapter. 

(f) Maturity of debentures . Deben¬ 
tures shall mature 20 years from the 
date of Issue. 

(g) Reffistration of debentures. De¬ 
bentures shall be registered as to princi¬ 
pal and Interest. 

<h> Denomination of debentures. De¬ 
bentures shall be Issued In multiples of 
$50 and any difference not i& excess of 
$50 between the amount of debentures 
to which the lender Is otherwise entitled 
hereunder and the aggregate face value 
of the debentures Issued shall be paid 
in cash by the Commissioner to the 
lender. 

(!) Redemption of debentures. De¬ 
bentures shall, at the option of the Com¬ 
missioner and with the approval of the 
Secretary of the Treasury, be redeemable 
at par plus accrued interest on any semi¬ 
annual interest payment date on 3 
months' notice of redemption given In 
such manner as the Commissioner shall 
prescribe. The debenture Interest on 
the debentures called for redemption 
shall cease on the semiannual Interest 
payment date designated In the call 
notice. Hie Commissioner may Include 
with the notice of redemption an offer 
to purchase the debentures at par plus 
accrued Interest at any time during the 
period between the notice of redemption 
and the redemption date. If the deben¬ 
tures are purchased by the Commissioner 
after such call and prior to the named 
redemption date, the debenture interest 
shall cease on the date of purchase. 

(J) Issue date of debentures. The de¬ 
bentures shall bo Issued as of the date of 
the execution of the assignment of the 
supplementary loan in accordance with 
the requirements of paragraph (c)(3) 
of this section. 
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Cooperative Management Housino In¬ 
surance and Distributive Shares 

§ 213.275 Nature of the Cooperative 
Management Housing In aura nee 
Fund. 

The Cooperative Management Hous¬ 
ing Insurance Fund shall consist of the 
General Surplus Account and the Par¬ 
ticipating Reserve Account. 

§ 213.276 Allocation of Cooperative 
Management Housing Insurance 
Fund income or losses. 

For any semiannual period In which 
Cooperative Management Housing In¬ 
surance Fund operations shall result In 
a net Income, or loss, the Commissioner 
shall allocate such net Income or such 
loss to the General Surplus Account, to 
the Participating Reserve Account, or to 
both, as he may determine to be In ac¬ 
cordance with sound actuarial and ac¬ 
counting practice. In determining net 
Income or loss, the Commissioner shall 
take Into consideration all income re¬ 
ceived from fees, premiums, and earn¬ 
ings on Investments of the Fund, operat¬ 
ing expenses, and provision for losses of 
the Fund. 

S 213.277 Right und liability under the 
Cooperative Management Housing 
Insurance Fund. 

No mortgagor or mortgagee shall have 
any vested right In a credit balance In 
either the General Surplus Account or 
the Participating Reserve Account. No 
mortgagor or mortgagee shall be sub¬ 
ject to any liability arising under the 
mutuality of the Cooperative Manage¬ 
ment Housing Insurance Fund. 

S 213.278 Distribution of distributive 
share. 

When the contract of insurance is 
terminated by reason of payment in full 
of the mortgage or by voluntary termi¬ 
nation approved by the Commissioner, 
azid at such time or times prior to such 
termination as the Commissioner may 
approve, the Commissioner may distrib¬ 
ute to a mortgagor under a mortgage 
that is the obligation of the Cooperative 
Management Housing Insurance Fund a 
share of the Participating Reserve Ac¬ 
count In such manner and amount as he 
jthn-ii determine to be equitable and In 
accordance with sound actuarial and ac¬ 
counting practice. 

$ 213279 Maximum amount of distrib¬ 
utive share. 

In no event shall a distributive share 
of the Participating Reserve Account ex¬ 
ceed the aggregate paid scheduled an¬ 
nual premiums of the mortgagor paid to 
the year of termination of the Insurance 
or to the year of payment of the share, 
if paid prior to termination. 

§ 213.280 Finality of determination. 

The determination of the Commia- 
aloner as to the amount to be paid to any 
mortgagor from the Cooperative Man¬ 
agement Housing Insurance Fund shall 
be final and conclusive. 


Subpart C—Eligibility Requirements— 

Individual Properties Released From 

Project Mortgage 

Def ini t io ns 
{213.501 Definition*. 

(a) The term "project mortgage" 
means a blanket mortgage insured under 
section 213 of the Act, covering a group 
of not less than five single-family 
dwellings. 

(b) The terms "mortgage" and "In¬ 
dividual mortgage" means a mortgage 
covering an Individual single-family 
dwelling which has been released from 
the project mortgage. 

(c) The definitions contained In 
I 213.1 of this subchapter shall apply 
to this subpart. 

Approval of Mortgagees 
| 213.502 Qualification of lender*. 

The provisions of |f 203.1 to 203.4 and 
203.6 to 203.9 of this chapter shall gov¬ 
ern the eligibility, qualifications and re¬ 
quirements of mortgagee under this 
subpart. 

Application and Commitment 
| 213.503 Submission of application. 

Any approved mortgagee may submit 
an application for Insurance of a mort¬ 
gage under this subpart. 

§ 213.504 Form of application. 

The application must be made upon a 
standard form prescribed by the Com¬ 
missioner. 

{ 213.505 Approval and conunltmcni. 

Upon approval of an application, ac¬ 
ceptance of the mortgage for Insurance 
will be evidenced by the Issuance of a 
commitment setting forth, upon a form 
prescribed by the Commissioner, the 
terms and conditions upon which the 
mortgage will be Insured. 

§213.506 Builder'* warranty. 

The seller or builder or such other 
person as the Commissi oner may require 
shall, as a prerequisite to Insurance, de¬ 
liver to the purchaser a warranty In form 
satisfactory to the Commissioner war¬ 
ranting that the dwelling is constructed 
In substantial conformity wrlth the plans 
and specifications (including amend¬ 
ments thereof or changes and variation* 
therein which have been approved in 
writing by the Commissioner) on which 
the Commissioner has based the maxi¬ 
mum Insurable mortgage amount. 

§ 213.506a Certificate of nondiscrimi¬ 
nation by teller. 

(a) An application for Insurance In¬ 
volving the sale of a dwelling unit not 
previously owner-occupied shall be ac¬ 
companied by a certificate. In a form 
satisfactory to the Commissioner, signed 
by the seller establishing that such seller 
does not and will not discriminate in 
the sale of properties to prospective pur¬ 
chasers because of their race, color, creed 
or national origin. 
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(b) The provisions of paragraph (a) 
of this section shall not apply: 

(1) Where the property Involved is be¬ 
ing released from a project for which 
p re application analysis has been re¬ 
quested and the statement relating to 
nondiscrimination has been furnished as 
required by the provisions of I 200.320 of 
this chapter. 

(2) Under such other circumstances 
as may be approved by the Commis¬ 
sioner. 

(c) The provisions of this section shall 
be applicable to applications filed on or 
after November 1, 1063. 

Eligible Mortgages 
S 213.507 Form, lien. 

The mortgage must be executed upon 
a form approved by the Commissioner 
for use In the Jurisdiction in which the 
property covered by the mortgage Is sit¬ 
uated, by a mortgagor with the qualifi¬ 
cations set forth In this port, must be a 
first lien upon property that conforms 
with the property standards prescribed 
by the Commissioner, and the entire 
principal amount of the mortgage must 
have been disbursed to the mortgagor, or 
to his creditors for his account and with 
his consent. 

$ 213.508 Releasee from project mort¬ 
gage. 

The property covered by the mortgage 
must have been Included as part of a 
Sales Project and must have located 
thereon a single-family dwelling, and 
the mortgage must have been executed 
in connection with the release of such 
property from the lien of the project 
mortgage and to replace or refinance 
the project mortgage as to such property. 

(213.509 Maximum amount of mort¬ 
gage and mortgagor** minimum in¬ 
vestment. 

(a) The mortgage must Involve a 
principal obligation in multiples of $50 
and must not exceed the unpaid balance 
of the project mortgage allocable to the 
property offered as security. 

(b) Mortgagor's minimum investment 
At the time the mortgage is insured the 
mortgagor shall have paid on account 
of the property In cash or its equivalent, 
an amount, if any, approved and deter¬ 
mined by the Commissioner to be the 
required minimum Investment. The 
mortgagor's cash investment in the mort¬ 
gagor corporation under the project 
mortgage may be credited against the 
amount required by this paragraph. If 
the mortgage covers property released 
from a Sales Project, the blanket mort¬ 
gage of which was insured pursuant to 
an application received on or after July 
5. 1961, the required minimum Invest¬ 
ment shall be at least 3 percent of the 
Commissioner's estimate of cost of ac¬ 
quisition or such larger amount as the 
Commissioner may determine. 

8 213.510 Mortgage maturity. 

(a) Maturity . The mortgage shall 
have a maturity satisfactory to the Com¬ 
missioner not to exceed 40 years from 
the date of the beginning of amortiza¬ 


tion, except where the mortgage covers 
property released from a sales project, 
the blanket mortgage of which was in¬ 
sured pursuant to an application received 
on or after July 6. 1961. In such in¬ 
stances, the maturity shall not exceed 30 
years from the beginning of amortiza¬ 
tion or 35 years from such date If the 
mortgagor Is an owner occupant of the 
property and is not able, as determined 
by the Commissioner, to make the re¬ 
quired payments under a mortgage hav¬ 
ing a shorter amortization period. 

(b) Amortization periods . The amor¬ 
tization period shall be either 10, 15, 20. 
25, 30, 35. or 40 years (where eligible) by 
providing for 120, 180. 240. 300, 360, 420, 
or 480 monthly amortization payments. 

§ 213.511 Maximum intcreM mn% 

(a) The mortgage shall bear interest 
at the rate agreed upon by the mortgagee 
and the mortgagor, which rate shall not 
exceed 7 percent, except that where an 
application for commitment was received 
by the Secretary before February 18, 
1971, the mortgage may beer interest at 
the maximum rate in effect at the time 
of receipt of the application. 

(b) Interest shall be payable In 
monthly Installments on the principal 
amount of the mortgage outstanding on 
the due date of each Installment. 

g 213.512 Amortisation provision*. 

The mortgage must contain complete 
amortization provisions satisfactory to 
the Commissioner, requiring monthly 
payments by the mortgagor sufficient to 
repay principal and Interest in full at 
maturity. 

§ 213.513 Payment of imraranre pre¬ 
mium* or charges; prepayment pro¬ 
mt tun*. 

The mortgage may provide for 
monthly payments by the mortgagor to 
the mortgagee of an amount equal to 
one-twelfth (ty 2 ) of the annual mort¬ 
gage Insurance premium payable by the 
mortgagee to the Commissioner. If the 
mortgage contains a provision permit¬ 
ting the holder to make future "open- 
end" advances or is amended or modified 
to include such a provision, the mortgage 
may provide for a monthly payment by 
the mortgagor of an amount equal to 
one-twelfth (Ms> of the annual charge, 
payable by the mortgagee to the Com¬ 
missioner for insurance of such advances. 
Such payments shall continue only so 
long as the contract of Insurance shall 
remain in effect. The mortgage shall 
provide that upon payment of the mort¬ 
gage before maturity, the mortgagor 
•hall pay the adjusted premium charge 
referred to in this pert, but shall not 
provide for the payment of any further 
charge on account of such prepayment. 

g 213.514 Payments to include oilier 
charges. 

(a) The mortgage shall provide for 
such equal monthly payments by the 
mortgagor to the mortgagee as will 
amortize the ground rents. If any, and 
the estimated amount of all taxes, special 
assessments. If any, and fire and other 


hazard insurance premiums, within a 
period ending one month prior to the 
dates on which the same become delin¬ 
quent. The mortgage shall further pro¬ 
vide that such payments shall be held 
by the mortgagee In a manner satisfac¬ 
tory to the Commissioner, for the pur¬ 
pose of paying such ground rents, taxes, 
assessments, and insurance premiums, 
before the same become delinquent, for 
the benefit and account of the mort¬ 
gagor. The mortgage must also moke 
provision for adjustments In case the 
estimated amount of such taxes, assess¬ 
ments, and Insurance premiums shall 
prove to be more, or less, than the actual 
amount thereof so paid by the mortgagor. 

(b) Mortgages involving an original 
principal obligation not In excess of 
$9,000 may contain a provision requiring 
the mortgagor to pay to the mortgagee 
an annual service charge at such rate as 
may be agreed upon between the mort¬ 
gagee and the mortgagor, but In no case 
•hall such service charge exceed one-half 
of one percent per annum. Any such 
service charge shall be payable In 
monthly installments on the principal 
then outstanding. The provisions of 
this paragraph shall not apply to mort¬ 
gages endorsed for Insurance pursuant 
to applications received by the Commis¬ 
sioner on or after July 17, 1961. 

g 213.515 Payment*, how applied. 

All monthly payments to be made by 
the mortgagor to the mortgagee, as here¬ 
inabove provided, shall be added together 
and the aggregate amount thereof shall 
be paid by the mortgagor each month in 
a single payment. The mortgagee shall 
apply the same to the following Items In 
the order set forth: 

(a) Premium charges under the con¬ 
tract of Insurance, Including charges for 
"open-end" advances: 

(b) Ground rents, taxes, special as¬ 
sessments, and fire and other hazard 
insurance premiums; 

(c) Interest on the mortgage; and 

(d) Amortization of the principal of 
the mortgage. 

Any deficiency In the amount of any 
such aggregate monthly payment shall, 
unless made good by the mortgagor prior 
to, or on. the due date of the next such 
payments, constitute an event of default 
under the mortgage. 

8 213.516 lal* rhirgf. 

The mortgage may provide for the col¬ 
lection by the mortgagee of a late charge, 
not to exceed 2 cents for each dollar of 
each payment more than 15 days In ar¬ 
rears, to cover the extra expense Involved 
in handling delinquent payments. Late 
charges shall be separately charged to 
and collected from the mortgagor and 
shall not be deducted from any aggre¬ 
gate monthly payment. 

6 213.517 Payment* upon execution of 
mortgage. 

The mortgagor must pay to the mort¬ 
gagee upon the execution of the mort¬ 
gage a sum that will be sufficient to pay 
the ground rents, if any. and the esti¬ 
mated taxes, special assessments, and 
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fire and other hazard Insurance pre¬ 
miums for the period beginning on the 
date to which such ground rents, taxes, 
assessments, and Insurance premiums 
were last paid and ending on the date 
of the first monthly payment under the 
mortgage, and may be required to pay a 
further sum equal to the first annual 
mortgage insurance premium, plus an 
amount sufficient to pay the mortgage 
Insurance premium from the date of 
closing the loan to the date of the first 
monthly payment. 

g 213*518 Maximum charge*, fees or 
dtftcounu. 

(a> The mortgagee may collect from 
the mortgagor the following charges, 
fees or discounts: 

(1) A charge to compensate the mort¬ 
gagee for expenses Incurred In originat¬ 
ing and closing the loan, the charge not 
to exceed $20 or 1 percent of the orig¬ 
inal principal amount of the mortgage, 
which ever Is the greater. 

(2) Reasonable and customary 
amounts for any of the following Items: 

(I) Recording fees and recording 
taxes or other charges Incident to re¬ 
cordation; 

(II) Credit Report; 

(III) 8urvey. If required by mortgagee 
or mortgagor; 

(iv) Title examination; title insur¬ 
ance, If any; 

(v) Such other reasonable and cus¬ 
tomary charges or fees as may be au¬ 
thorized by the Commissioner* 

(b) (Reserved] 

(c) Prior to Insurance of any 
mortgage, the mortgagee shall furnish 
to the Commissioner a signed statement 
In form satisfactory to the Commis¬ 
sioner, listing all items for which any 
charge, fee or discount was collected by 
It, from the mortgagor, together with the 
amount of each such charge, fee or dis¬ 
count. The Commissioner's endorse¬ 
ment of the mortgage for Insurance shall 
constitute approval of the listed charges, 
fees or discounts. 

(d) Nothing In this section will be 
construed as prohibiting the mortgagor 
from dealing through a broker who does 
not represent the mortgagee. If he pre¬ 
fers to do so, and paying such compensa¬ 
tion as Is satisfactory to the mortgagor In 
order to obtain mortgage financing. 

Eligible Mortgagors 
g 213.520 Mortgage lien. 

A mortgagor must establish that after 
the mortgage offered for Insurance lias 
been recorded, the mortgaged property 
will be free and clear of all Hens other 
than such mortgage and that there will 
not be outstanding any other unpaid ob¬ 
ligation contracted In connection with 
the mortgage transaction or the purchase 
of the mortgaged property, except obli¬ 
gations which are secured by property or 
collateral owned by the mortgagor Inde¬ 
pendently of the mortgaged property. 

§ 213.521 Relationship of income to 
mortgage payments* 

A mortgagor must establish that the 
periodic payments required in the mort¬ 


gage submitted for insurance bear a 
proper relation to his present and antici¬ 
pated income and expenses. 

8 213.522 Credit standing. 

A mortgagor must have a general 
credit standing satisfactory to the Com¬ 
missioner. 

g 213.523 Certificate of nondiscrimina¬ 
tion by mortgagor. 

The mortgagor shall certify to the 
Commissioner as to each of the follow¬ 
ing points: 

(a) That neither he. nor anyone au¬ 
thorized to act for him, will refuse to sell 
or rent, after the making of a bona fide 
offer, or refuse to negotiate for the sale 
or rental of, or otherwise make unavail¬ 
able or deny the dwelling or property 
covered by the mortgage to any person 
because of race, color, religion, or na¬ 
tional origin. 

(b) That any restrictive covenant on 
such property relating to race, color, 
religion, or national origin Is recognized 
as being illegal and void and is hereby 
specifically disclaimed. 

(c) That civil action for preventative 
relief may be brought by the Attorney 
General in any appropriate U.8. District 
Court against any person responsible for 
a violation of this certification. 

S 213.524 Limitation on eligibility. 

No person shall be eligible to be the 
mortgagor of more than one mortgage 
insured under this subpart at any one 
time, nor shall he be eligible If he Is the 
mortgagor of a mortgage or mortgages 
covering four (4) or more single-family 
dwellings insured under this chapter. 

Eligible Properties 
§ 213.525 Nature of title to realty. 

A mortgage to be eligible for insurance 
must be on real estate held In fee simple, 
or on leasehold under a lease for not 
less than 99 years which is renewable, or 
under a lease with a period of not 1 cm 
than 50 years to run from the date the 
mortgage Is executed. 

§ 213.526 Dwelling unit located on 
property. 

At the time a mortgage Is Insured 
there must be located on the mortgaged 
property a dwelling unit designed prin¬ 
cipally for residential use for not more 
than one family. Such unit may be con¬ 
nected with other dwellings by a party 
wall or otherwise. 

Open-End Advances 

§ 213.530 Eligibility of open-end ad¬ 
vances. 

Any approved mortgagee may make 
advances, referred to in this subpart as 
"open-end" advances. In connection 
with the mortgages previously insured 
under this subpart or Insured after the 
effective date of this part, subject to com¬ 
pliance with the requirements of this 
section: 

(a) The proceeds of any open-end 
advance must be used for the purpose of 
Improvements or repairs which In the 
Commissioner's discretion substantially 


protect or Improve the basic livability or 
utility of the property involved. The 
proceeds of such advances shall not be 
used for the purpose of financing obliga¬ 
tions previously Incurred for such re¬ 
pairs or improvements. 

<b) The mortgagee shall submit an 
application for insurance of open-end 
advances upon a standard form pre¬ 
scribed by the Commissioner. 

(c) Applications filed must be accom¬ 
panied by the mortgagee’s remittance 
for the sum of $10 for processing of the 
application. If an application Is refused 
as a result of preliminary examination 
by the Commissioner or in such other 
Instances as the Commissioner may de¬ 
termine the entire fee will be returned 
to the applicant. A commitment exten¬ 
sion fee of $10 shall be remitted by the 
mortgagee with a request for extending 
an outstanding commitment or for re¬ 
opening and extending an expired com¬ 
mitment within two months after such 
expiration. 

(d) In addition to the application fee 
required by paragraph (c) of this sec¬ 
tion, the mortgagee may charge the 
mortgagor a fee not to exceed $25 or 1 
percent of the open-end advance, which¬ 
ever Is the lesser, and the amount of 
out-of-pocket expenditures made by the 
mortgagee for customary costa of title 
search and recording fees. The mort¬ 
gagee may require the mortgagor to pay 
to the mortgagee all chargee permitted 
under this section on or prior to the date 
of final disbursement of the open-end 
advance, together with a sum sufficient 
to pay the Initial Insurance charge pro¬ 
vided for in this part. No portion of such 
charges may be Included In the principal 
amount of the open-end advance. 

(e) Upon approval of an application, 
acceptance of the advance for insurance 
will be evidenced by the Issuance of a 
commitment setting forth, upon a form 
prescribed by the Commissioner, the 
terms and conditions upon which the 
advance will be insured. 

(f) The amount of such advance shall 
be added to the unpaid principal obli¬ 
gation of the mortgage, whereupon the 
aggregate of the original unpaid prin¬ 
cipal and the amount of the open-end 
advance shall; 

(1) Bear Interest at the rate pro¬ 
vided In such mortgage, payable in 
monthly Installments on the principal 
then outstanding; 

(2) Re payable in substantially equal 
monthly payments In an amount suf¬ 
ficient to amortize the aggregate prin¬ 
cipal amount within the remaining 
original term of the mortgage. 

(g) The amount of any such advance 
(computed in even dollar amounts* 
when added to the unpaid balance of 
the original principal obligation of the 
mortgage shall not exceed the original 
principal obligation of the mortgage: 
Provided , That if the mortgagor certi¬ 
fies that the proceeds of such open-end 
advance will be used to finance the con¬ 
struction of an additional room or rooms 
or other additional enclosed space as 
a port of the dwelling, the aggregate 
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Amount of the unpaid balance of the 
original principal obligation, plus the 
rvmount of the open-end advance, may 
exceed the amount of the original prin¬ 
cipal obligation of the mortgage, but in 
no event shall such aggregate amount 
exceed the maximum amounts pre¬ 
scribed by the limitations of f 213.509. 

(h) A mortgagee may amend or mod¬ 
ify any approved FHA mortgage form 
by adding such provisions as It deems 
necessary for the purpose of making 
open-end advances, by any rider or mod- 
ideation agreement which Is valid and 
rnforceable in the jurisdiction in which 
the property covered by the mortgage Is 
located* provided such rider or modifi¬ 
cation agreement retains In the mort¬ 
gagee the right to approve or disapprove 
additional advances on such terms and 
conditions as the mortgagee may pre¬ 
scribe. The mortgagee will have the sole 
responsibility for determining that any 
mortgage amended by an “open-end” 
rider or modification agreement will be 
a valid and enforceable instrument and 
will constitute a valid first Hen on the 
property upon which the Commissioner 
based his valuation. 

§213.550 Eligibility of mortgage* cov- 
rring bousing in certain neighbor¬ 
hoods. 

(a) A mortgage financing the repair, 
rehabilitation, construction, or purchase 
of property located In an older declining 
urban area shall be eligible for insurance 
under this subpart subject to compliance 
with the additional requirements of this 
section. 

(b) The mortgage shall meet an of the 
requirements of this subpart, except such 
requirements as are Judged to be not 
applicable on the basis of the following 
determinations to be made by the 
Commissioner: 

(1) That the conditions of the area 
in which the property is located prevent 
the application of certain eligibility re¬ 
quirements of this subpart. 

(2) That the area is reasonably viable, 
and there la a need In the area for ade¬ 
quate housing for families of low and 
moderate Income. 

(3) That the mortgage to be Insured 
is an acceptable risk. 

(c) Mortgagee complying with the re¬ 
quirements of this section shall be In¬ 
sured under this subpart pursuant to 
c octtan 223(e) of the National Housing 
Act. 8uch mortgages shall be insured un¬ 
der and be the obligation of the Special 
Risk Insurance Fund. 

6 213.749 Eftecl of amendment*. 

The regulations In this subpart may be 
amended by the Commissioner at any 
time and from time to time, in whole or 
in part, but such amendment shall not 
adversely affect the interests of a mort¬ 
gagee or lender under the contract of 
insurance on any mortgage or loan al¬ 
ready insured and shall not adversely 
affect the interests of a mortgagee or 
lender on any mortgage or loan to be 
Insured on which the Commissioner has 
made a commitment to insure. 
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Subpart D—Contract Rights and Obli¬ 
gations—Individual Properties Re¬ 
leased From Prefect Mortgage 

§ 213.751 Incorporation by reference. 

(a) Definitions . All of the definitions 
contained In I 213.1 shall apply to this 
subpart. 

(b) Other provisions. All of the pro¬ 
visions of Subpart B. Part 203 of this 
chapter covering mortgages insured 
under section 203 of the National Hous¬ 
ing Act apply to mortgages Insured 
under section 213 of the National Hous¬ 
ing Act except the following provisions: 

8oc. 

303 420 Nature of Mutual Mortgage Znaur- 

anoa Fund. 

203.421 Allocation of Mutual Mortgaga In¬ 

surance rund lnoome or loos. 

303.422 Bight and liability under Mutual 

Mortgage Insurance Fund. 

303.423 Distribution of diatrtbuttve shares. 

203.424 Maximum amount of distributive 

shares. 

303.425 Finality of determination. 
303.440—303493, inclusive. 

<c) References. For the purpose of 
this subpart, all references in Part 203 of 
this chapter to section 203 of the act 
shall be construed to refer to section 213 
of the act, and all references to the Mu¬ 
tual Mortgage Insurance Fund shall be 
construed to refer to the General Insur¬ 
ance Fund. 

PART 215—RENT SUPPLEMENT 
PAYMENTS 

See. 

215.1 Definitions. 

215.6 Boope of rent supplement assistance. 
215.10 Projects eUglble for benefits. 

215.15 Eligible housing owner. 

215.20 Qualified tenant. 

215.25 Certificate of eligibility 
215.30 Provisions applicable to cooperative 
members. 

215 35 Term of oon tract 

215.40 Maximum annual project payments 
under oon tract. 

215.45 Maximum payments under oontract 
for each tenant. 

215-50 Time of payment under oontract. 
215.55 Recertification of income under oon¬ 
tract. 

215 00 Hardship coses. 

215.C5 Tenant occupancy limitations. 

216.70 Porm of lease. 

216.75 Housing owner's obligation under 
contract to report tenant Income 
increase. 

215.00 Change in tenant income status. 

Authoutt: The provisions of this Part 216 
Issued under sec. 101(g). 70 Stat. 453; 12 
U.8.C. 1701s. 

§ 215.1 Dr Fi nil ion*. 

(a) “Act” means the Housing and 
Urban Development Act of 1965. 

(b) ''Secretary” means the Secretary 
of Housing and Urban Development or 
an officer of the Department of Housing 
and Urban Development empowered to 
exercise any of the functions of the 
Secretary under section 101 of the Act. 

(c) '‘Commissioner” means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representative. 

(d) “Dilapidated housing” means a 
housing unit that does not provide safe 
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and adequate shelter, and In its presen; 
condition endangers the health, safety 
or well-being of the occupants. Such a 
housing unit shall have one or more 
critical defects, or a combination of In¬ 
termediate defects in sufficient number 
or extent to require considerable repair 
or rebuilding. 8uch defects may In¬ 
volve original construction, or they may 
result from continued neglect or lack of 
repair or from serious damage to the 
structure. 

(e) •'Displaced by governmental ac¬ 
tion” means an individual or family, 
moved or to be moved from real prop¬ 
erty occupied as a dwelling unit as a 
result of activities In connection with a 
public improvement or development pro¬ 
gram carried on by an agency of the 
United States or any State or local gov¬ 
ernmental body or agency. 

(f) "Family” means two or more per¬ 
sons related by blood* marriage, or oper¬ 
ation of law, who occupy the same 
dwelling unit. 

<g) •'Physically handicapped” means 
an individual who has a physical im¬ 
pairment which: 

(1) Is expected to be of long continued 
and Indefinite duration ; 

(2) Substantially impedes his ability 
to live independently; and 

(3) Is of such nature that his ability 
to live Independently could be improved 
by more suitable housing conditions. 

(h) “Substandard housing” means a 
unit which is either dilapidated as de¬ 
fined in paragraph (d) of this section, 
or does not have one of the following 
plumbing facilities: 

(1) Hot and cold piped water Inside 
the unit. 

(2) Usable flush toilet Inside the 
structure for the exclusive use of the oc¬ 
cupants of the unit. 

(3) Usable bathtub or shower inside 
the structure for the exclusive use of the 
occupants of the unit. 

§ 215.5 Scope of rent Mtpplrmrni fW»l»t- 

The Commissioner may enter into a 
rent supplement contract with the owner 
of specific types of multlfamily housing 
projects for payment of a portion of the 
rent on behalf of qualified tenants. The 
conditions of eligibility for such a con¬ 
tract and its terms are specified in this 
part. 

§ 215.10 Frojcrt* eligible for benefit*. 

(a) Rent supplement payments shall 
be available in connection with multi- 
family projects which involve: 

(1) New construction. 

(2) Major rehabilitation of existing 
structures, 

(3) The creation of standard units in 
structures previously containing sub¬ 
standard units* 

(4) Existing structures financed by a 
state or local program providing assist¬ 
ance through loans, loan insurance or 
tax abatements, 

(5) Existing structures which are sold 
by the Secretary, if rent supplement 
payments had been made in connection 
with the structures before acquisition 
by the Secretary and provided that the 
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rent supplement assistance shall be lim¬ 
ited to the maximum amount set forth 
in the original rent supplement contract. 

or 

(6) On an experimental basts, exist¬ 
ing structures in connection with certain 
bousing projects for the elderly. 

<b) The Commissioner may make rent 
supplement payments with respect to 
projects in which dwelling units do not 
contain kitchen facilities. 

§ 215.15 Eligible housing owner. 

(a) To be eligible to receive rent sup¬ 
plement payments, the owner of the mul¬ 
tifamily project shall be a nonprofit, 
limited distribution, or cooperative mort¬ 
gagor. The project shall be financed In 
one of the following ways: 

(1) By a mortgage bearing Interest at 
the market rate prescribed In 9 221.518 

(a) of this title and Insured under sec¬ 
tion 221(d)(3) of the National Housing 
Act (or Insured under section 233 of such 
Act pursuant to section 221 (d) (3)). Such 
mortgage shall be Insured pursuant to 
an Insurance commitment Issued after 
August 10, 1985. 

(2) By a state or local program pro¬ 
viding assistance through loans, loan in¬ 
surance, or tax abatements. If the proj¬ 
ect U approved by the Commissioner for 
receiving rent supplement payments. 

(b) The Commissioner may, on an ex¬ 
perimental basis, enter Into a limited 
number of rent supplement contracts 
with the following types of housing 
owners: 

(1) A nonprofit, limited distribution, 
or cooperative mortgagor under a mort¬ 
gage bearing Interest at the below mar¬ 
ket rate prescribed in 9 221.518(b) of this 
title. Such project must be insured pur¬ 
suant to a commitment issued after 
August 10, 1965 for the Insurance of a 
mortgage under section 221(d) (3) of the 
National Housing Act (or Insured under 
section 233 of such Act pursuant to sec¬ 
tion 221(d)(3)). 

(2) A private nonprofit mortgagor 
under a mortgage Insured pursuant to 
section 231(0(3) of the National Hous¬ 
ing Act (or Insured under section 233 
“of such Act pursuant to section 231(c) 

(3)) which Is approved for receiving the 
benefits provided in this part and finally 
endorsed for Insurance after August 10. 
1965. 

(3) A private nonprofit corporation, a 
public body or agency, or a cooperative 
housing corporation which Is a borrower 
under section 202 of the Housing Act of 
1959 and has been approved for receiving 
the benefits provided In this part. 

(4) A nonprofit, limited distribution, 
or cooperative mortgagor under a mort¬ 
gage insured pursuant to section 236 of 
the National Housing Act (or Insured 
under section 233 of such Act pursuant 
to section 236(J) CD) which Is receiving 
interest reduction payments pursuant to 
section 236 of the Act and Is approved 
for receiving the benefits provided In this 
part. 

(c) A housing owner qualifying under 
the provisions of paragraph (a) or <b) 
of this section shall only be eligible for 
rent supplement payments If: 


<1) The dwelling unit or project is 
part of a workable program for com¬ 
munity Improvements meeting the re¬ 
quirements of section 101 (c) of the 
Housing Act of 1949; or 

(2) The dwelling unit or project re¬ 
ceives local official approval for par¬ 
ticipation In the Federal rent supplement 
program. 

§ 215.20 Qualified trnnnl. 

(a) The benefits of the rent supplement 
payments are available only to an indi¬ 
vidual or a family renting a dwelling 
unit In a project owned by an eligible 
housing owner or occupying such a dwell¬ 
ing unit as a cooperative member. To 
qualify for such benefits, the individual 
or family shall meet the following 
requirements: 

(1) Have an annual Income below the 
maximum amount established by the 
Secretary, which amount shall not be 
higher than can be established In the 
area where the property is located for 
occupancy In a low-rent public housing 
project assisted under the United States 
Houshig Act of 1937. In computing a 
tenant's income for the purpose of this 
section, $300 shall be deducted for each 
minor person who Is a member of ths 
Immediate family of the tenant and re¬ 
siding with the tenant and any earnings 
of such minor shall not be Included In 
computing the tenant’s Income. 

(2) In a case involving an elderly In¬ 
dividual or a family whose head or spouse 
Is elderly, have assets not exceeding 
$5,000. 

(3) In a case involving other than the 
elderly, have assets not exceeding $2,000. 

(4) Be one of the following: 

(I) An Individual or family displaced 
by governmental action. 

(II) An Individual who Is 62 years of 
age or over, or physically handicapped. 

(III) A head of a family who Is or 
whose spouse Is, 62 years of age or over, 
or who Is physically handicapped. 

(iv) An occupant of substandard 
housing. 

(v) An occupant or former occupant 
of a dwelling which is (or was) situated 
In an area determined by the Small Busi¬ 
ness Administration subsequent to April 
1.1965. to have been affected by a natural 
disaster and which has been extensively 
damaged or destroyed as the result of 
such disaster. 

(vi) A family whose head, or spouse, 
is a member of the Armed Forces of the 
United States who Is serving on active 
duty. 

(b) For the purposes of this section. 
Income shall mean the total gross Income, 
before taxes and other deductions, re¬ 
ceived by all members of the tenant’s 
household. In determining grosc In¬ 
come, there shall be included all wages, 
social security payments, retirement 
benefits, military and veteran’s disability 
payments, unemployment benefits, wel¬ 
fare benefits. Interest and dividend pay¬ 
ments, and such other Income Items as 
the Secretary considers appropriate. 

(c) Whenever the Commissioner de¬ 
termines that a project, because of Its 
location or other considerations, could 


ordinarily be expected to substantially 
serve the family needs of military per¬ 
sonnel who are serving on active duty 
and who meet the income requirements 
established by the Commissioner, such 
preference for occupancy shall be af¬ 
forded to the family of such military 
personnel as the Commissioner deter¬ 
mines is appropriate. 

§ 215.25 Certificate of eligibility. 

(a) Upon request of a housing owner, 
the Commissioner will review for eligibil¬ 
ity tlie application by a prospective 
tenant for rent supplement payments. 
If the application meets the requirement., 
of 9 215.20, the Commissioner shall issue 
a certificate of eligibility. The certificate 
shall state the amount of rent supple¬ 
ment to be paid monthly by the Commis¬ 
sioner to the housing owner on behalf of 
the qualified tenant. The payment 
shown in the certificate shall not. re¬ 
gardless of the tenant’s income, exceed 
70 percent of the approved rent for the 
unit. No certificate of eligibility shall 
be issued where the amount of rent sup¬ 
plement payment would be less than :0 
percent of such approved rent. 

(b) The Commissioner may approve a 
qualified tenant as a lessee under an 
option to purchase a dwelling at a stipu¬ 
lated price. If he determines that the 
tenant will be able to finance such pur¬ 
chase on the basis of the probability of 
future increases in the tenant’s Income. 

§ 215.30 ProvUSon* applicable lo co¬ 
operative member*. 

(a> A member of a cooperative who 
obtains a certificate of eligibility shall be 
required, as a condition of receiving the 
certificate, to agree that upon a sale of 
his membership, any equity Increment 
accumulated through rent supplement 
payments will not be made available to 
the member, but will be turned over to 
the cooperative housing owner. Funds 
received by a cooperative representing an 
equity Increment accumulated through 
rent supplement payments shall be de¬ 
posited by the cooperative In a special 
account to be disbursed as directed by 
the Commissioner. 

(b) The term “tenant" as used la this 
section shall mean a member of a co¬ 
operative, and the term “rent" shall 
mean the charges under the occupant 
agreement between the members of the 
cooperative. 

§ 215.35 Terra of contract. 

The rent supplement contract shall be 
limited to the term of the mortgage or 40 
years from the date of the first payment 
made under the contract, whichever is 
the lesser. 

§215.40 Maximum annual project pay¬ 
ment* under contract. 

The rent supplement contract shall 
state the maximum dollar amount of the 
rent supplement payments for any 1 year 
baaed upon the Commissioner’s estimate 
of probable effective demand and distri¬ 
bution of tenant Income, including a 10- 
percent contingency allowance. At the 
end of such period of time as the Com¬ 
missioner may prescribe for the rental of 
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the dwelling units, appropriate adjust¬ 
ment shall be made In the maximum 
rental payments, including a 10-percent 
contingency allowance, to reflect the ac¬ 
tual requirements of the tenants. Pay* 
monts shall not be made with respect to 
more than 20 percent of the number of 
d welling units in any project which Is as¬ 
sisted under: 

(a) Section 202 of the Housing Act of 
1959, If the loan agreement under that 
section was entered Into on or before 
August 10.1965; or 

<b) Section 231(c)(3) of the National 
Housing Act. If the mortgage was Anally 
endorsed for Insurance under that sec¬ 
tion after August 10. 1965. pursuant to 
a commitment Issued on or before such 
date. 

<c) Section 236 of the National Hous¬ 
ing Act, except that the Commissioner 
may Increase to 40 percent the limitation 
on the number of dwelling units In any 
section 236 project eligible for rent sup¬ 
plement payments, where he determines 
that such Increase Is necessary to pro¬ 
vide additional housing for lower Income 
families. 

§ 215.15 Maximum payments under 
contract for each tenant. 

(a) The rent supplement contract 
shall provide that the payment on behalf 
of a qualified tenant shall be that amount 
by which the rent approved by the Com¬ 
missioner for the unit exceeds one-fourth 
of the tenant’s Income, or exceeds any 
welfare allowance for housing if such al¬ 
lowance Is larger than one-fourth of the 
tenant's income 

(b) In computing tenant's income for 
the purpose of this section, the following 
deductions shall be taken Into considera¬ 
tion: 

(1) $300 shall be deducted for each 
minor person who Is a member of the 
Immediate family of the tenant and re¬ 
siding with the tenant and any earnings 
of such minor shall not be included in 
computing the tenant's income. 

•2) The Commissioner may allow spe¬ 
cial deductions to take Into account ex¬ 
penses incurred as a result as a result of 
physical disability or continuing illness, 
the cost of necessary child care while a 
wage earner of the household Is at work 
and such other deductions as the Secre¬ 
tary considers appropriate. 

$215.50 Time of payment under con¬ 
tract. 

The rent supplement contract shall 
provide for payments to be made monthly 
to the housing owner on behalf of quali¬ 
fied tenants in the amounts set forth In 
the certificates of eligibility. 

§215.55 Herertifi cation of income 
under contract. 

The rent supplement contract shall 
Provide, except with respect to tenants 
who are 62 years of age or older, that a 
recertification of Income shall be ob¬ 
tained by the housing owner each year 
from the date the original certificate of 
eligibility was issued. Provision shall be 
Included for adjusting payments to re¬ 
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fleet Income changes shown by the 
recertification. 

§215.60 IlartUliip ca»ca. 

Where a tenant’s Income has decreased 
due to illness, loss of Job. or other hard¬ 
ship beyond his control, the Commis¬ 
sioner may grant a temporary increase 
in rent supplement payments. 

§ 215.65 Truant occupancy limitation*. 

Qualified tenants shall not be per¬ 
mitted to occupy units larger than the 
Commissioner determines necessary for 
their needs. 

§215.70 Form of lease. 

(a) Lease form. Qualified tenants 
shall be required to execute a lease in a 
form approved by the Commissioner. 

(b) Special lease provisions. The 
lease shall contain the following special 
provisions: 

(1) A provision obligating the tenant 
to report Immediately to the housing 
owner any increase in Income which re¬ 
sults In a monthly Income of four or 
more times the full monthly rental for 
the housing unit. 

<2) A provision obligating the tenant 
to reimburse the Commissioner for any 
rent supplement payments made by the 
Commissioner during a period when the 
tenant's income had increased to a point 
where rent supplement payments should 
have been terminated but were not ter¬ 
minated because of the tenant’s failure 
to report the Increase to the housing 
owner. 

§ 215.75 Housing owner’s obligation un¬ 
der contract to report tenant income 
increase. 

The rent supplement contract shall 
contain a provision obligating the hous¬ 
ing owner to immediately notify the 
Commissioner upon receiving a report 
from a tenant of an increase in the ten¬ 
ant's Income resulting in a monthly in¬ 
come of four or more times the full 
monthly rental for the housing unit. 
The contract shall also obligate the hous¬ 
ing owner, upon falling to notify the 
Commissioner when a report of such 
increase in Income Is received from a 
tenant, to reimburse the Commissioner 
for any rent supplement payments made 
during the period the tenant is receiving 
the increased Income. 

§215.80 Change in tenant income 

statu*. 

Appropriate adjustments will be made 
in rent supplement payments to reflect 
Income changes shown by the annual 
tenant Income recertification. Rent 
supplement payments will be discon¬ 
tinued when It Is determined by the 
Commissioner that 25 percent of the 
tenant's Income Is sufficient to pay the 
full amount of the rent for the unit 
occupied by the tenant. Where a tenant 
Is no longer entitled to rent supplement 
payments, he may continue to occupy the 
unit. The rent charged for the unit 
shall not exceed the fair market rental 
as determined by the Commissioner. 
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PART 220—URBAN RENEWAL MORT¬ 
GAGE INSURANCE AND INSURED 
IMPROVEMENT LOANS 

Subpart A—liability Requirement*—Horn** 
Homs Mootoace Insthlancx 

Bee. 

220.1 Incorporation by reference. 

220.2 Application and commitment exten¬ 

sion fee#. 

220.5 Location of property. 

220.10 Certificate by Secretory to Commis¬ 
sioner. 

220.15 Standards and conditions of ac¬ 
ceptability. 

220.20 Dwelling units on property. 

220.25 Maximum mortgage amount#—-dol¬ 
lar limitation. 

220SO Maximum mortgage amounts— 
lo&n-to-volue limitation. 

220 35 Mortgagor's minimum investment. 
220.40 Rental properties. 

220.45 Certificates of appraisal and re- 
placement amounts. 

220.60 Maximum charges, fees or dis¬ 
counts. 

Irmraco Home Improvement Looks 

220.100 Incorporation by reference. 

220.102 Maximum loan amount. 

220.103 Type and location of property. 
220.125 Cost certification requirements. 

Subporl B—Contract Right* and Obligations— 
Home* 

220.251 Incorporation by reference. 

220.252 Forbearance of foreclosure and as¬ 

signment of mortgage. 

220275 Method of paying Insurance bene¬ 
fits. 

Insured Home Lmpeovement Loans 
220250 Incorporation by reference. 

Subpart C—Eligibility Reqtnronicnt*—Project* 
Project Moetoaoe Iwstteawcb 

220.501 Incorporation by referenoe. 

220.502 Location of property. 

220.503 Certificate by Secretary to Commis¬ 

sioner. 

220.504 Standard® and conditions of ac¬ 

ceptability. 

220.505 Eligible mortgagors. 

220.505 Development of property. 

220507 Maximum mortgage amounts. 
220.508 Maximum mortgage amount—loan- 

to-value limitation. 

220.500 Maximum mortgage amount— lease¬ 
holds. 

220511 Supervision of mortgagors. 

220512 Certificates of actual cost. 

220513 Builder’* and sponsor's profit and 
risk allowance. 

220525 Mortgagee of $200,000 or less Involv¬ 
ing rehabilitation. 

Insured Project Improvement Loans 

220550 Definitions. 

220562 Form of application. 

220553 Application fee. 

220.554 Commitment and commitment fee. 
220555 Inspection foe. 

220500 Fee* on Increases. 

220561 Refund of fees. 

220502 Charges by lender. 

220503 Eligible lenders. 

220564 Note and security form. 

220565 Disbursement of proceeds. 

220570 Loan multiplea. 

220571 Method of loan payment. 

220572 Date of first payment to principal. 
220 573 Maturity of loan. 

220574 Loan amortization period. 

220575 Maximum loan amounts. 

220576 Maximum Interest rate. 
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Sec. 

220£77 Eligibility of title. 

230 580 Title ortoenoe. 

220.581 Security instrument to o o rer entire 
property 

230.682 Covenant against lien*. 

320.583 Accumulation of next premium. 
220564 Accumulation of other Item*. 
bfiO.585 Application of payment*. 

220.600 Prepayment privilege and prepay¬ 
ment charge. 

230.502 Late charge. 

230503 Certificate regarding use for tran¬ 
sient or hotel purposes. 

220534 Zoning, deed or building restrto* 
tlona. 

220506 Certificate of nondiscrimination by 
borrower. 

220.600 Covenant relating to use of prop¬ 

erty. 

220.601 Use of proceeds. 

220.002 Nature of borrower's ownership. 
220.603 Supervision by Commissioner. 
220510 Commitments to Insure. 

230511 Building loan agreement. 

220512 Assurance of completion. 

220 614 Prevailing wage requirement*. 

220 616 Discrimination prohibited. 

220516 Cost certification requirement*; 
loan* 6200.000 or 1**# 

220518 Cost certification requirement*; 

loans over 6200500. 

220 630 Records. 

220532 Effects of agreement. 

220.633 Cost certification Incontestable. 

Subport 0—«Conboct Right* and Obligation*— 
Prelects 

Project Mostoacr Insusakcs 

230.761 Incorporation by rafwano# 

220.763 Forbearance relief. 

220.760 Payment of insurance benefit#. 
220.765 Special insurance benefit*—forbear¬ 
ance relief com*. 

Iksostd Project lunorruurr Lojucs 

220500 Definitions. 

220501 Initial insurance endorsement. 

220.802 Final insurance endorsement. 

220.803 Effect of insurance endorsement 
220504 Insurance premiums. 

220.80ft Termination of insurance. 

220.806 Pro rata refund of Insurance pre¬ 
mium. 

220510 Definition of default. 

220511 Date of default. 

220512 Notice of default. 

220.8IS Commissioner*! right to require ac¬ 
celeration. 

220.814 Election of action. 

220520 Maximum claim period. 

220.821 Items to be filed on submitting 
claim. 

220522 Claim computation; Items included. 
220523 Claim computation: Items deducted. 
220530 Debenture Interest rat*. 

230532 Maturity of debenture# 

220.834 Registration of debenture*. 

220536 Denomination of debentures. 

220536 Redemption of debentures. 

230.840 Issue date of debenture*. 

220 842 Cash adjustment. 

220550 Assignment of Insured loans. 

AuTHoarrr: The provisions of this Part 
220 Issued under sec. 211, 62 6tat. 23, ss 
amended, esc. 220. 68 8tai. 606. as amended; 
13 UJB.O.1718b, 1715k. 

Subpart A —Eligibility Require¬ 
ment!—Homes 
Homs Mortgage Insurance 
8 220.1 Incorporation by reference. 

(a) AH of the provisions of Subpart A. 
Part 203 of this chapter concerning eli¬ 
gibility requirements of mortgagee under 


section 203 of the National Housing Act 
apply to mortgages covering one- to 
eleven-family dwellings under section 
220 of tho National Housing Act, except 
the following provisions: 

Sea. 

208.13 Application and commitment exten¬ 
sion fee*. 

203.15 Certification of appraisal amount. 

208.18 Maximum mortgage amount# 

203.19 Mortgagor's minimum Investment. 
203.27 Maximum charge# fees and dis¬ 
counts. 

20358 Economic soundness of project. 

303.40 Location of property. 

303.42 Rental properties. 

203.50 et eoq. Insured borne Improvement 
loan>. 


<b) For the purposes of this subpart 
all references in Part 203 of this chapter 
to section 203 of the Act shall be con¬ 
strued to refer to flection 220 of the Act. 

§ 220.2 Application and commitment 
extension fee*. 

All of the provisions of ft 203.12 con¬ 
cerning application and commitment ex¬ 
tension fees apply to mortgages Insured 
under this part, except the provision in 
ft 203.12(a) (l)(v) for an application fee 
of $15 where the mortgagee establishes 
that the Veterans Administration has Is¬ 
sued a Certificate of Reasonable Value 
which has not expired. 


8 220.5 Location of property. 

The mortgaged property must be lo¬ 
cated In 

(a) The area of an existing alum clear¬ 
ance and urban redevelopment project 
covered by a Federal-aid contract exe¬ 
cuted or prior approval granted (pursu¬ 
ant to Title I of the Housing Act of 1949, 
as amended) before the effective date of 
the Housing Act of 1954. or 

(b) An urban renewal area la a com¬ 
munity which has a workable program to 
eliminate and prevent the spread of 
slums and urban blight and respecting 
which the Secretary of Housing and 
Urban Development has made the find¬ 
ings prescribed in title I of the Housing 
Act of 1949, as amended, or 

(c) The area of an urban renewal 
project assisted under section Ill of the 
Housing Act of 1949, as amended, pro¬ 
viding for redevelopment or rehabilita¬ 
tion of urban areas made necessary as 
the result of a disaster, or 

(d) An area In which a program of 
concentrated code enforcement activities 
is being carried out pursuant to section 
117 of the Housing Act of 1949. 


§220.10 Certifies to by Secretary is 

Com mi—ioosr. 


No mortgage may be insured until a 
redevelopment or urban renewal plan 
has been approved for the area by the 
governing body of the locality Involved 
and by the Secretary of Housing and 
Urban Development and the Secretary 
has certified to the Commissioner that: 

(a) The redevelopment plan or the 
urban renewal plan conforms to a gen¬ 
eral plan for the locality as a whole, and 
<b) There exists the necessary author¬ 
ity and financial capacity to assure the 


completion of such redevelopment or ur¬ 
ban renewal plan, or 

(c) There exists an urban renewal 
plan as required for projects assisted un¬ 
der section 111 of the Housing Act of 
1949, as amended, which plan conform* 
to definite local objectives respecting ap¬ 
propriate land uses, improved trafiic, 
public transportation, public utllltic . 
recreational and community facilltl* s 
and other public improvements, and 
there exists the necessary authority and 
financial capacity to Insure co mp l etion 
of such urban renewal plan. 

§220.15 Standard! and condition! of 
acceptability. 

The mortgaged property shall meet 
such standards and conditions as the 
Commissioner shall prescribe to establish 
the acceptability of such property for 
mortgage insurance. These shall include 
standards and conditions designed to re¬ 
store the quality of the area to a condi¬ 
tion which would Justify mortgage 
Insurance. 

8 220.20 Dwelling unit* on property. 

At the time the mortgage is Insured, 
there shall be located on the mortgaged 
property a dwelling designed principally 
for residential use of not more than 11 
families. Such dwellings may be con¬ 
nected with other dwellings by a party 
wall or otherwise. Any such dwelling 
shall be constructed or rehabilitated pur¬ 
suant to an urban renewal plan approve d 
by the Secretary as provided In section 
220(d)(1)(A) of the National Housing 
Act, as amended. 

8 220.25 Maximum mortgage amount*— 
dollar limitation. 

Depending upon the design of the 
structure, a mortgage shall not exceed 
the lesser of the following: 

(a) $33,000 for a one-family residence 

(b) $35,750 for a two-family residenct 

(c) $35,750 for a three-family resi¬ 
dence. 

(d) $41,250 for a four-family resi¬ 
dence. 

(e) $41,250 plus not to exceed $7,700 
for each additional family unit in excess 
of four. 

8 220.30 Maximum mortgage amount*— 
loan-to-valtse limitation. 

(a) Occupant mortgagor*. A mort¬ 
gage executed by a mortgagor who is an 
occupant of the property shall not exceed 
the following: 

(1) Sew construction—prior approval 
If the mortgage covers a dwelling which 
Is approved for mortgage insurance prior 
to the beginning of construction, the sum 
of the following percentages of the Com¬ 
missioner's estimate of the replacenu ' 
cost of the property as of the date the 
mortgage U accepted for Insurance: 

(il> 90 percent of such estimate In 
excess of $15,000 but not in excess of 
$25,000. 

(ill) 80 percent (85 percent in the case 
of a mortgagor qualifying as a veteran) 
of the amount of such estimate In excess 
of $25,000. 
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(2) New construction —no prior ap¬ 
proval. It the mortgage covers a new 
dwelling under construction which Is ap¬ 
proved for mortgage Insurance after the 
beginning of construction, the sum of the 
following percentages of the Commis¬ 
sioner's estimate of the replacement cost 
of the property as of the date the mort¬ 
gage Is accepted for insurance: 

(i) 90 percent of the first $25,000 of 
such estimate. 

(il) SO percent (85 percent in the case 
of a mortgagor qualifying as a veteran) 
of the amount of such estimate In excess 
of $25,000. 

(3) Existinc construction—prior ap¬ 
proval If the mortgage covers an exist¬ 
ing dwelling approved for mortgage In¬ 
surance prior to the beginning of con¬ 
struction or the construction of which 
has been completed for more than 1 year, 
the sum of the Commissioner's estimate 
of the cost of repair or rehabilitation 
added to the Commissioner's estimate of 
the value of the property before rehabili¬ 
tation In the following percentages: 

(1) 97 percent of the first $15,000 of the 
sum of such estimates (100 percent of 
$15,000 of the sum of such estimates or 
an amount derived by adding to the sum 
of such estimates not In excess of $15,000 
the items of prepaid expense approved by 
the Commissioner and deducting $200, 
whichever appraisal amount or total 
amount is the lesser. In the case of a 
mortgagor qualifying as a veteran). 

(ii) 90 percent of the sum of such 
estimates in excess of $15,000. but not in 
excess of $25,000. 

(ill) 80 percent (85 percent in the 
case of a mortgagor qualifying as a 
veteran) of the sum of such estimates 
in excess of $25,000. 

(4) Existing construction —no prior 
approval If the mortgage covers an 
existing dwelling which was not approved 
for mortgage insurance prior to the be¬ 
ginning of construction and the con¬ 
struction of which has been completed 
less than 1 year, the sum of the Commis¬ 
sioner's estimate of the cost of repair or 
rehabilitation added to the Commis¬ 
sioner's estimate of the value of the prop¬ 
erty before rehabilitation in the follow¬ 
ing percentages: 

(I) 90 percent of the first $25,000 of 
the sum of such estimates. 

(il) 80 percent (85 percent in the case 
of a mortgagor qualifying as a veteran) 
of the sum of such estimates in excess 
of $25,000. 

(5) Refinancing. In a case under 
subparagraph (3) or (4) of this para¬ 
graph involving the refinancing of an 
existing indebtedness, the sum of the fol¬ 
lowing: 

(I) The estimated cost of repair and 
rehabilitation. 

(II) The amount (as determined by 
the Commissioner) required to refinance 
the existing indebtedness secured by the 
property. 

(ill) Any existing indebtedness (as de¬ 
termined by the Commissioner) incurred 
in connection with improving, repairing, 
or rehabilitating the property. 
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(b) Veteran qualifications. The spe¬ 
cial veteran terms provided in paragraph 

(a) of this section shall only be appli¬ 
cable to a mortgage covering a single 
family dwelling executed by a mortgagor 
who submits to the Commissioner one of 
the following certifications: 

(1) A Certificate of Veteran Status 
from the Veterans Administration estab¬ 
lishing that he has served 90 days or 
more on active duty In the armed forces 
(U.S. Army. Navy. Marine Corps. Air 
Force. Coast Guard, the Army Reserve, 
the Naval Reserve, the Marine Corps Re¬ 
serve. the Air Force Reserve, the Coast 
Guard Reserve, the National Guard of 
the United States and the Air National 
Guard of the United States) of the 
United States and was discharged or re¬ 
leased therefrom under conditions other 
than dishonorable. 

(2) A certificate issued by the Secre¬ 
tary of Defense establishing that the 
mortgagor performed extra hazardous 
service while serving in the armed forces 
for a period of less than 90 days. 

(c) Nonoccupant mortgagors. (1) A 
mortgage, executed by a mortgagor who 
is not the occupant of the property and 
who certifies to the Commissioner that 
he Intends to hold the property for rental 
purposes, shall not exceed 93 percent of 
any amount available to a nonveteran 
under subparagraphs (1) through (4) of 
paragraph (a) of this section, or 100 
percent of an amount computed under 
subparagraph (5) of paragraph (a) of 
this section. 

(2) A mortgage, executed by a mort¬ 
gagor who is not the occupant of the 
property and who certifies to the Com¬ 
missioner that he intends to hold the 
property for the purpose of the sale, shall 
not exceed: 

(1) 85 percent of any amount available 
to a non veteran under subparagraphs (1) 
through (4) of paragraph (a) of this sec¬ 
tion, or 100 percent of any amount com¬ 
puted under subparagraph (5) of para¬ 
graph (a) of this section. 

(ii) 100 percent of any amount avail¬ 
able to a nonveteran under subpara¬ 
graphs (1) through (4) of paragraph (a) 
of this section, without taking Into con¬ 
sideration the refinancing limitations In 
subparagraph (6) of paragraph (a) of 
this section. If the mortgage covers a 
one- or two-family residence and the 
Commissioner Is furnished with certifi¬ 
cates indicating thwt: 

(a) The mortgagor will not rent (ex¬ 
cept for a rental term of not less than 
30 days and not more than 60 days), sell 
(except where the Insured mortgage is 
paid in full os an Incident of the sale), 
or occupy the property prior to the 18th 
amortization payment of the mortgage, 
except with the prior written approval of 
the Commissioner. 

(b) There has been deposited in an 
escrow, trust, or special account not less 

than 15 percent of the original principal 
amount of the mortgage proceeds or 
such additional amount as may be neces¬ 
sary to reduce the remaining principal to 
an amount not exceeding the sum of the 
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estimated cost of repairs and rehabilita¬ 
tion, and the amount required to refi¬ 
nance any existing indebtedness de¬ 
termined by the Commissioner to have 
been Incurred In connection with Im¬ 
proving, repairing or rehabilitating the 
property. 

(c> The mortgagor agrees that, If the 
property Is not sold prior to the due date 
of the 18th amortization payment of the 
mortgage to a purchaser acceptable to 
the Commissioner who will occupy the 
property, assume, and agree to pay the 
mortgage Indebtedness, the amount held 
In escrow, trust, or special account will 
be applied in reduction of the outstand¬ 
ing principal amount of the mortgage as 
of the due date of the 18th amortization 
payment of the mortgage; and 

(d> The mortgagee agrees that any 
portion of the fund held in escrow, trust, 
or special account, not applied to the 
mortgage in accordance with the provi¬ 
sions of this paragraph, shall be de¬ 
ducted from the amount of the cash set¬ 
tlement to which the mortgagee would be 
otherwise entitled if a claim for insur¬ 
ance benefits Is filed. 

g 220.35 Mortgagor** minimum invest¬ 
ment. 

At the time the mortgage Is Insured 
the mortgagor shall have paid on account 
of the property at least 3 percent of the 
Commissioner's estimate of the cost of 
acquisition, or such larger amount as the 
Commissioner may determine. In cash or 
its equivalent. 

g 220.40 Rental properties. 

(a) A mortgage on property upon 
which there Is a dwelling to be rented by 
the mortgagor, shall not be eligible for 
insurance of said property Is a part of, or 
adjacent or contiguous to a project, sub¬ 
division or group of similar rental prop¬ 
erties which involve twelve or more 
dwelling units if the mortgagor has any 
financial interest in said properties. 

(b) No two-, three-, or four-family 
dwelling nor single-family dwelling, if 
It Is a part of a group of five or more 
single family dwellings held by the same 
mortgagor or any part or unit thereof, 
shall be rented or oITcred for rent for 
transient or hotel purposes, as defined 
in ft 203.16 of this chapter, so long as 
such dwelling Is subject to any insured 
mortgage. 

(c) The provisions of paragraph (a) 
of this section shall not apply where the 
Commissioner determines that the ap¬ 
plication of such provisions would sub¬ 
stantially Interfere with the repair and 
rehabilitation of a subdivision or group 
of existing properties. 

g 220.45 Certificate* of appraUal and 
replacement amount*. 

All of the provisions of I 203.15 of this 
chapter apply to mortgages insured 
under this subpart except that with re¬ 
spect to mortgages meeting the require¬ 
ments of ft 220.21(a)(1). the application 
for insurance must be accompanied by 
an agreement satisfactory to the Com¬ 
missioner executed by the seller, builder 
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or such other person as required by the 
Commissioner whereby such person 
agrees that prior to any sale of the 
dwelling such person will deliver to the 
purchaser of the property a written 
statement acceptable to the Commis¬ 
sioner setting forth the amount of the 
Commissioner's estimate of the replace¬ 
ment cost of the property. 

§ 220.50 Maximum chargra. f«**t or di*- 
cotifiU. 

(a) The mortgagee may collect from 
the mortgagor the following chargee, fees 
or discounts: 

(1) The application fees provided for 
In this part. 

(2) A charge to compensate the mort¬ 
gagee for expenses incurred in originat¬ 
ing and closing the loan, the charge not 
to exceed: 

(I) $20 or 1 percent of the original 
principal amount of the mortgage, 
whichever Is the greater; or 

(II) $50 or 2% percent of the original 
principal amount of the mortgage, 
whichever Is the greater, with respect 
to mortgages on property under con¬ 
struction or to be constructed where the 
mortgagee makes partial disbursements 
and inspections of the property during 
the progress of construction. 

(ill) If the mortgage Involves repair or 
rehabilitation, and the mortgagee meets 
the conditions of subdivision (11) of this 
subparagraph relating to disbursements 
and Inspections, the charge prescribed in 
subdivision («) of this subparagraph 
may be collected in connection with that 
portion of the mortgage applied to such 
repair or rehabilitation. The charge 
with respect to any part of the mortgage 
not applied to repair or rehabilitation, or 
any part of the mortgage so applied 
which does not meet the conditions of 
subdivision (11) of this subparagraph re¬ 
lating to disbursements and Inspections, 
shall be limited to that provided In sub¬ 
division (1) of this subparagraph. 

(3) Reasonable and customary 
amounts for any of the following Items: 

(I) Recording fees and recording taxes 
or other charges incident to recordation; 

(II) Credit Report; 

(11) Survey, if required by mortgagee 
or mortgagor; 

(lv) Title examination; title insur¬ 
ance. If any; 

(v) Such other reasonable and cus¬ 
tomary charges or fees as may be au¬ 
thorized by the Commissioner. 

( 4 ) Reasonable and customary 
charges In the nature of discounts If 
the mortgagor Is: 

(I) A builder constructing houses for 
sale who executes the mortgage In his 
own name; 

(II) Constuctlng a dwelling far his 
own occupancy; or 

(ill) Refinancing an existing Indebted¬ 
ness secured by the property owned by 
the mortgagor. 

(lv) Purchasing the property from a 
governmental agency or municipal cor¬ 
poration which Is precluded by statute 
from paying the discount. 


RULES AND REGULATIONS 

Insured Homb Improvement Loans 
(220.100 incorporation by reference. 

All of the provisions in ft 203.60 et seq. 
ooverlng Insured home Improvement 
loans under section 209<k) of the Act 
shall apply to Insured home Improve¬ 
ment loans on one- to eleven-family 
dwellings under section 220(h) of the 
Act except the following provisions: 

8ec. 

203.73 Maximum loan amount*. 

(220.102 Maximum loan amount. 

(a) The principal amount of the loan 
shall not exceed: 

(1) The Commissioner's estimate of 
the cost of Improvements, $40,000, or 
$12,000 per family unit, whichever Is 
the lesser; or 

(2) An amount which, when added to 
any outstanding Indebtedness related to 
the property, creates a total outstanding 
Indebtedness which does not exceed the 
limits prescribed In M 220.25 and 220.30 
for mortgages on properties other t h an 
new construction; or 

(3) Where the proceeds are to be 
used for the purposes indicated In § 203.- 
82(a)(2) of tills chapter, an amount 
which when added to the aggregate 
principal balance of any outstanding in¬ 
sured home improvement loans which 
were obtained for the purposes Indicated 
in I 203.82(a) (2) of this chapter, creates 
an aggregate indebtedness for such pur¬ 
poses of not to exceed $12,000. 

(b) In any geographical area where 
the Commissioner finds the cost levels 
so require, he may increase by not to 
exceed 45 percent the $12,000 per family 
unit limitation set forth in paragraphs 
(a) (1) and (3) of this section. 

(b) In any geographical area where 
the Commissioner finds cost levels eo 
require, he may increase by not to ex¬ 
ceed 45 percent the $10,000 per family 
unit limitation set forth in paragraph 
(a) (1) and (3) of this section. 

( 220.103 Type and location of prop¬ 
erty. 

The property to be Improved shall: 

(a) Constitute real property located 
within the United State*, its territories, 
or possessions; 

(b) Contain an existing structure or 
structures; 

(c) Re located In one of the urban 
renewal areas specified in f 220.5. 

(220.125 Cost certification require¬ 
ments. 

A loan for the Improvement of a 
structure which is used, or upon com¬ 
pletion of the improvements will be used, 
as a dwelling for five to eleven families 
shall be subject to the provisions of para¬ 
graphs (a) through (e) of this section 
as follows: 

(a) The lender shall submit with the 
application for commitment an agree¬ 
ment on a form prescribed by the Com¬ 
missioner, executed by the borrower and 
the lender. In which: 


(1) The borrower agrees to execute, 
upon completion of the improvements, a 
certificate of the actual cost of the Im¬ 
provements. 

(2) The borrower and the lender 
agree that if the actual cost of the im¬ 
provements Is less than the amount au¬ 
thorized In the commitment, the amount 
of the loan shall not exceed the actual 
cost of the improvements, and that the 
amount of the loan shall be further ad¬ 
justed to the lowest $50 multiple where 
the amount is not In excess of $12,000. 
or adjusted to the lowest $100 multiple 
where the amount exceeds $12,000. 

(b) No loan shall be Insured unless In 
accordance with the agreement between 
the borrower and the lender. 

(1) The required certification of actual 
cost Is made by the borrower; and 

(2) The amount of the loan Is ad¬ 
justed to reflect the actual cost of the 
Improvements. 

(c) The term "actual oost of the Im¬ 
provements" shall mean the cost to the 
borrower of the Improvements, after de¬ 
ducting the amount of any kickbacks, 
rebates, or trade discount received In 
connection with the Improvements, and 
Including: 

(1) The amounts paid under any con¬ 
tract for the improvements, labor, ma¬ 
terials, and for any other items of ex¬ 
pense approved by the Commissioner, 
and 

(2) A reasonable allowance for con¬ 
tractor's profit. In an amount approved 
by the Commissioner, where the Com¬ 
missioner determines that there is an 
identity of interest between the borrower 
and the contractor 

(d) Any agreement. undertaking 
statement or certification required In 
connection with oost certification ahull 
specifically state that It has been made, 
presented and delivered for the purpose 
of Influencing an official action of the 
Commissioner and may be relied upon as 
a true statement of the facts contained 
therein. 

(e) Upon the Commissioner's approval 
of the borrower's certification, such cer¬ 
tification shall be final and incontestable 
except for fraud or material misrepre¬ 
sentation on the part of the borrower 

(f) The borrower shall keep and 
maintain adequate records of all eosts 
of any construction improvements or 
other oost Items not representing work 
under the general contract and shall 
require the builder to keep similar rec¬ 
ords and, upon request by the Commis¬ 
sioner, shall make available for examina¬ 
tion such records. Including any col¬ 
lateral agreements. 

Subpart B—Contract Rights and 
Obligations—Homes 
( 220.251 Incorporation by reference. 

(a) AH of the provisions of Subpart B. 
Part 203 of this chapter ooverlng mort¬ 
gages Insured under section 203 of the 
National Housing Act apply to mortgages 
ooverlng 1- to 11-family dwellings In¬ 
sured under section 220 of the National 
Housing Act, except the following: 
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Bee. 

009340 Condition* of apodal foebearanoa 
nUof. 

209341 Reimbursement for uncollected 
intent 

203 .SO Recasting of mortgage. 

2^3 350 Assignment of defaulted mortgage— 
In general. 

203351 Application for Inrurawe benefits 
and fiscal data. 

203.363 Title evidence upon assignment. 
203.363 Certification by mortgagee. 

203.400 Method of payment. 

203.430 Nature of Mutual Mortgage Insur¬ 

ance Fund. 

203.431 Allocation of Mutual Mortgage In¬ 

surance Fund or loss. 

303 423 Right and liability under Mutual 
Mortgage Insurance Fund. 

303.423 Distribution of distributive eharee. 
203.434 Maximum amount of cttotrlbull?* 
eharee. 

203.436 Finality of determination. 

(b) For the purposes of this subpart, 
all references In Part 203 of this chapter 
to section 203 of the act shall be con¬ 
strued to refer to section 220 of the act. 
end oil references to the Mutual Mort¬ 
gage Insurance Fund shall be construed 
to refer to the General Insurance Fund. 

g 220.252 Forbearance of forerloaure 
and assignment of mortgage* 

AQ of the provisions of 11 203.340 
through 203.343. 203.350, 203.353 and 
203.353 of this chapter shall apply to 
mortgages Insured under this subpart, 
except thAt the provisions relating to 
forbearance of foreclosure, recasting 
of the mortgage and assignment of a 
defaulted mortgage, shall be applicable 
only to a mortgage covering a property 
having not more than four dwelling 
units. 

| 220.275 Method of paying insurance 
benefits. 

If the application for Insurance bene¬ 
fits Is acceptable to the Commissioner, 
all of the Insurance claim shall be paid 
in 6tsh unless the mortgagee files a writ¬ 
ten request with the application for pay¬ 
ment In debentures. If such a request is 
made, all of the claim shall be paid by 
Issuing debentures and by maklnga cash 
payment adjusting any differences be¬ 
tween the total amount of the claim and 
the amount of the debentures Issued. 

Iasuaso Homs Imtrovxmxnt Loans 
S 220.550 Incorporation by reference. 

(a) AH of the provisions of II 203.440 
et seq. of this chapter covering Insured 
home Improvement loans under section 
20300 of the Act shall apply to home 
Improvement loans on one- to four- 
family dwellings under section 220(h) 
of the Act. 

Subpart C—Eligibility Require¬ 
ments—Projects 
Project Mortcaok Insurance 
8 220.501 Incorporation by reference. 

(a) All of the provisions of Subpart A, 
Port 307 of this chapter, concerning eli¬ 
gibility requirements of mortgages cov¬ 
ering multifamily housing under section 
207 of the National Housing Act, apply 


with full force and effect to multifamily 
project mortgages Insured under section 
220 of the National Housing Act, except 
the following provisions: 

8ec. 

207.3 Issuance of commitment. 

307.4 Maximum mortgage amount*. 

307.11 Boundneas of project. 

207.17 Classification. 

307.10 Required ruper* Uloa of private 
mortgagor*. 

207.24 Development of property. 

207 27 Certificate* of actual coat. 

20751 Eligibility of miscellaneous - type 
mortgages. 

207 33 Eligibility of mortgagee on trailer 
oourte or parks for trailer coach 

mobile dwellings. 

(b) For the purposes of this subpart 
all references in Part 207 of this chapter 
to section 207 of the National Housing 
Act shall be deemed U> refer to section 
220 of the National Housing Act. 

§ 220.502 Location of property. 

The mortgaged property must be lo¬ 
cated In: 

(a) The area of an existing slum 
clearance and urban redevelopment 
project covered by a Federal-aid con¬ 
tract executed or a prior approval 
granted (pursuant to Title I of the 
Housing Act of 1049. os amended), be¬ 
fore the effective date of the Housing 
Act of 1954, or 

(b) An urban renewal area In a com¬ 
munity which has a workable program 
to eliminate and prevent the spread of 
slums and urban blight, and respecting 
which the Secretary of Housing and Ur¬ 
ban Development has made the finding* 
prescribed in title I of the Housing Act 
of 1940, os amended, or 

(c) The area of an urban renewal 
project assisted under section 111 of the 
Housing Act of 1949, as amended, pro¬ 
viding for redevelopment or rehabilita¬ 
tion of urban areas made necessary as 
the result of a disaster, or 

(d) An area In which a program of 
concentrated code enforcement activities 
Is being carried out pursuant to section 
117 of the Housing Act of 1949. 

8 220.503 Certificate by Secretary to 
CommiMioner. 

No mortgage shall be Insured until a 
redevelopment or urban renewal plan 
has been approved for the area by the 
governing body of the locality involved 
and by the Secretary of Housing and 
Urban Development and the Secretary 
has certified to the Commissioner that: 

(a) The redevelopment plan or the 
urban renewal plan conforms to a gen¬ 
eral plan for the locality as a whole, and 

(b) There exists the necessary author¬ 
ity and financial capacity to assure the 
completion of such redevelopment or 
urban renewal plan, or 

<c> There exists an urban renewal 
plan as required for projects assisted un¬ 
der section 111 of the Housing Act of 
1949, as amended, which plan conforms 
to definite local objectives respecting 
appropriate land uses. Improved traffic, 
public transportation, public utilities, 
recreational and community facilities 


and other public Improvements, and 
there exists the necessary authority and 
financial capacity to Insure completion 
of such urban renewal plan. 

fi 220.504 Standards and condition* of 
acceptability. 

The mortgaged property must meet 
such standards and conditions as the 
Commissioner shall prescribe to estab¬ 
lish the acceptability of such property for 
mortgage insurance. These will Include 
standards and conditions designed to re¬ 
store the quality of the area to a condi¬ 
tion which would justify mortgage 
insurance. 

8 220.505 Fligiblr mortgagor*. 

In order to be eligible under this sub¬ 
part, the mortgagor shall be one of the 
following types: 

(a) Private mortgagors. Any mort¬ 
gagor approved by the Commissioner 
which until the termination of all obli¬ 
gations of the Commissioner under the 
insurance contract and during such fur¬ 
ther period of time as the Commissioner 
shall be the owner, holder, or reinsurer 
of the mortgage. Is regulated or restricted 
by the Commissioner as to rents or sales, 
charges, capital structure, rate of return, 
and methods of operation. 

(b) Public mortgagors . A Federal or 
State Instrumentality, a municipal cor¬ 
porate Instrumentality of one or more 
States, or a limited dividend or rede¬ 
velopment or housing corporation or 
other legal entity restricted by or under 
Federal or State laws or regulations of 
State banking or Insurance departments 
as to rents, charges, capital structure, 
rate of return, or methods of operation. 

§ 220.506 Development of property. 

(a) Obligation of mortgagor to con¬ 
struct project. At the time the mort¬ 
gage Is Insured, the mortgagor shall be 
obligated to construct and complete new 
housing accommodations on the mort¬ 
gaged property or to rehabilitate existing 
housing accommodations thereon. The 
Commissioner may Insure a mortgage on 
a completed project constructed pur¬ 
suant to a commitment to Insure upon 
completion. 

<b) Minimum number of units. The 
project shall consist of not leas than two 
rental dwelling units on one site and may 
be detached, semidetached, or row 
houses, or a multifamlly structure. The 
site may consist of two or more non¬ 
contiguous parcels of land whenever the 
Commissioner sliall have determined 
that the parcels are (1) so situated as 
to comprise a readily marketable real 
estate entity, and (3) within an area 
small enough to allow convenient and 
efficient management. 

(c) Compliance with governmental 
regulations . The property, including 
improvements, shall comply with any 
material zoning or deed restrictions ap¬ 
plicable to the project site and with all 
applicable building and other govem- 
mental regulat ions. 

(d) Property facilities. The project 
shall be predominantly residential. It 
may Include such nondwelling facilities 
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*8 the Commissioner determines will be 
desirable and consistent with the urban 
renewal plan and contribute to the 
economic feasibility of the project. In 
approving such facility, the Commis¬ 
sioner shall give due consideration to 
the posslblo effect of the project on other 
business enterprises In the community. 

g 220.507 Maximum mortgage amounts. 

(a) Dollar limitation—in general. A 
mortgage may involve a principal obliga¬ 
tion not in excess of the leaser of the fol¬ 
lowing: 

(1> $50 million. 

(2) IHeservedl 

(3) (1) For such part of the property 
or project attributable to dwelling use 
(excluding exterior land improvements 
as defined by the Commissioner), an 
amount per family unit, depending on the 
number of bedrooms, which may be: 

<a) $9,900 without a bedroom. 

(b> $13,750 with one bedroom. 

(c) $16,500 with two bedrooms. 

id) $20,350 with three bedrooms. 

<«) $23,100 with four or more 
bedrooms. 

Oi) Where the project Involves the re¬ 
habilitation of not more than five family 
unite, the mortgage amounts per family 
unit designated In subdivision (1) of this 
subparagraph may be Increased by 25 
percent os follows: 

(a) $20,625 for a two-bedroom unit. 

(b) $25,425 for a three-bedroom unit. 

(c) $28,875 for a four or more bedroom 
unit. 

<b) Increased dollar limitation —eie- 
va tor tyve structures. In order to com¬ 
pensate for higher costs Incident to the 
construction of elevator type structures, 
the Commissioner may Increase the dol¬ 
lar amounts per family unit. In para¬ 
graph (a) (3) of this section, as follows: 

(I) With respect to any elevator type 
structure: 

(1) $11,550 without a bedroom. 

(II) $16,500 with one bedroom. 

(III) $19,800 with two bedrooms. 

(iv) $24,750 with three bedrooms. 

(v) $28,050 with four or more 
bedrooms. 

(2) With respect to an elevator type 
project Involving the rehabilitation of 
not more than five family units, the 
dollar amounts per family unit. In sub- 
paragraph (1) of this paragraph, may 
be Increased by 25 percent as follows: 

(1) $24,750 with two bedrooms. 

(II) $30,925 with three bedrooms. 

(III) $35,050 with four or more bed¬ 
rooms. 

<c> Increased mortgage amount — high 
cost areas. (1) In any geographical area 
where the Commissioner finds cost levels 
so require, the Commissioner may In¬ 
crease. by not to exceed 45 percent, the 
dollar amount limitations set forth In 
paragraphs (ft) (3) and (b) of this sec¬ 
tion. 

(2) If the Commissioner finds th&t be¬ 
cause of high costs In Alaska. Guam, or 
Hawaii it Is not feasible to construct 
dwellings without the sacrifice of sound 
standards of construction, design, and 
livability within the limitations of max¬ 
imum mortgage amounts provided In 


RULES AND REGULATIONS 

this section, the principal obligation of 
mortgages may be Increased In such 
amounts as may be necessary to com¬ 
pensate for such costs, but not to exceed 
in any event the maximum. Including 
high cost area Increases, if any. other¬ 
wise applicable by more than one-half 
thereof. 

<d) Adjusted mortgage amount —re¬ 
habilitation projects. A mortgage hav¬ 
ing a principal amount computed in 
compliance with the applicable provi¬ 
sions of paragraphs (a) to (c) of this 
section, and which Involves a project to 
be repaired or rehabilitated, shall be 
subject to the following additional lim¬ 
itations: 

(1) Property held in fee. If the mort¬ 
gagor Is the fee simple owner of the 
project, the maximum mortgage amount 
shall not exceed 100 percent of the Com¬ 
missioner's estimate of the cost of the 
proposed repairs or rehabilitation; or 

(2) Property subject to existing mort¬ 
gage. If the mortgagor owns the project 
subject to an outstanding indebtedness, 
which is to be refinanced with part of 
the insured mortgage, the maximum 
mortgage amount shall not exceed: (1) 
The Commissioner's estimate of the cost 
of the repair or rehabilitation; and (11) 
such portion of the outstanding in¬ 
debtedness as does not exceed 90 percent 
of the Commissioner's estimate of the 
fair market value of such land and Im¬ 
provements prior to the repair or re¬ 
habilitation; or 

(3) Property to be acquired. If the 
project Is to be acquired by the mort¬ 
gagor and the purchase price Is to be 
financed with a part of the insured 
mortgage, the maximum mortgage 
amount shall not exceed 90 percent of: 

(I) The Commissioner's estimate of the 
cost of the repair or rehabilitation and 

(II) the actual purchase price of the 
land and Improvements, but not In ex¬ 
cess of the Commissioner's estimate of 
the fair market value of such land and 
improvements prior to the repair or 
rehabilitation. 

The dollar limitation act forth In this 
section is in addition to the loan-to- 
value limitation as set forth in 1 220.508. 

(e) Loans to cover 2-year operating 
loss —(1) Operating loss determination. 
When the Commissioner determines that 
an operating loss has occurred during the 
first 2 years following completion of the 
project, he may, In his discretion, accept 
for insurance under this part, a loan to 
cover such loss. For the purposes of this 
section, an operating loss shall occur 
when the Commissioner determines that 
the total of the taxes. Interest on the 
mortgage debt, mortgage insurance 
premiums, hazard insurance premiums, 
and the expense of maintenance and 
operation of the project (excluding de¬ 
preciation) exceeds the project Income. 

(2) Security instrument. The loan 
shall be secured by an Instrument In a 
form approved by the Commissioner for 
use In the Jurisdiction In which the proj¬ 
ect Is located. 

(3) Maximum interest rate. The loan 
may bear interest at such rate as may be 
agreed upon by the mortgagee and the 


mortgagor, but in no case shall such rate 
exceed the rate In effect under ft 207.7 of 
this chapter on the date the commitment 
is Issued. Interest shall be payable in 
monthly Installments on the principal 
then outstanding. 

( 4 ) Maturity. The loan shall be limited 
to a term not exceeding the unexplred 
term of the original mortgage. 

§ 220.508 Maximum mortgage 

amount —loan-lo-value limitation. 

In addition to meeting the dollar 
limitation set forth in ft 220.507, the 
mortgage shall be in an amount not to 
exceed: 

(ft) Approved new construction. 90 
percent of the Commissioner's estimate 
of the replacement cost of the property 
or project when the proposed improve¬ 
ments are completed. If the project is 
approved for mortgage insurance prior to 
the beginning of construction. The re¬ 
placement cost of the property or proj¬ 
ect may include the land, the proposed 
physical Improvements, utilities within 
the boundaries of the property or project, 
architect's fees, taxes, interest during 
construction, and other miscellaneous 
charges Incident to construction and ap¬ 
proved by the Commissioner: and shall 
include an allowance for builder’s and 
sponsor's profit and risk to be determined 
by totaling the foregoing items, with the 
exception of the land, and apply the 
percentage or percentages specified In 
ft 220.513. 

(b) Nonapproved new construction . 
90 percent of the Commissioner's esti¬ 
mate of the value of the property or 
project when the proposed Improve¬ 
ments are completed, if the project Is 
under construction and was not ap¬ 
proved for mortgage Insurance prior to 
the beginning of construction. 

(c) Repair and rehabilitation. 90 per¬ 
cent of the sum of the estimated cost of 
repair and rehabilitation and the Com¬ 
missioner's estimate of the value of the 
property or project before repair and 
rehabilitation. 

(d) Limitations on refinancing. The 
estimated cost of repair and rehabilita¬ 
tion and the amount, as determined by 
the Commissioner, required to refinance 
existing Indebtedness secured by the 
property or project. 

(e) Limitations on purchase from local 
public agency. If the mortgage Involves 
the financing of the purchase of prop¬ 
erty which has been rehabilitated by a 
local public agency with federal assist¬ 
ance pursuant to section 110(c)(8) of 
the Housing Act of 1949, the mortgage 
sliall not exceed the lesser of the follow¬ 
ing amounts: 

(1) 90 percent of the Commissioner s 
estimate of the appraised value of the 
property, as of the date the mortgage la 
accepted for Insurance. 

(2) 90 percent of the actual cost of 
acquisition, as approved by the 
Commissioner. 

§ 220.509 Maximum mortgage 

amount —leasehold*. 

In the event the mortgage is on a lease¬ 
hold estate rather than on a fee simple 
holding, the value or replacement cost of 
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the property on which the mortgage la 
baaed to the value or replacement cost of 
the property in lee simple reduced by an 
amount equal to the capitalized value 
of the ground rent. 

{ 220.311 Suprrri-ion of mortgagor*. 

AH of the provisions of 9 207.19 of this 
chapter apply, except that in the case 
of a mortgage covering property on 
which there to located a dwelling or 
dwellings designed principally for resi¬ 
dential use for two to eleven families. 
I 207.19(d) relating to labor standards 
and prevailing wage requirements shall 
not apply. 

9 220.512 Certificate* of actual coot. 

(a) Mortgagor'* certificate — (1) Sub¬ 
mission o/ certificate. The mortgagor's 
certificate of actual cost. In a form pre¬ 
scribed by the Commissioner, shall be 
submitted prior to final endorsement and 
upon completion of the Improvements to 
the satisfaction of the Commissioner. 

(2) Item* to be included. The cer¬ 
tificate shall show the actual cost to the 
mortgagor of: 

(1) The cost plus construction con¬ 
tract, Including the builder's fee actually 
paid and approved by the Commissioner; 
or the lump sum construction contract; 
or the cost of the construction of the 
project, where the mortgagor also acts 
as the general contractor and no con¬ 
struction contract is executed. 

<il> The architect's fee. 

(Ill) The offsite public utilities and 
streets not Included in subdivision (I) 
of this subparagraph. 

(It) The organization and legal ex¬ 
penses. 

(t) The other Items of expense ap¬ 
proved by the Commissioner. 

(3) Item* not to be included. The 
certificate s ha l l not Include as actual 
cost any kickbacks, rebates, trade dis¬ 
counts, or other similar payments to the 
mortgagor or to any of Its officers, di¬ 
rectors. stockholders or partners. Any 
such payments shall be deducted from 
the costs determined under subpara¬ 
graph (2) of this paragraph. 

(b> Record*. The mortgagor shall 
keep and maintain adequate records of 
all oosfc of any construction or other 
cost items not representing work under 
the general contract and. in the case of a 
cost plus contract, shall require the 
builder to keep similar records and. upon 
request by the Commissioner, shall make 
available for examination such records 
including any collateral agreements. 

(c) Certificate of public accountant. 
The certificate of actual cost shall be 
verified by an Independent Certified 
Public Accountant or independent pub¬ 
lic accountant In a manner acceptable 
to the Commissioner. 

§ 220.513 Ruficlrr't and upomori profit 
and rUk allowance. 

(a) 7n general The mortgagor's 
certificate of actual cost shall Include 
an allowance for builder's and sponsor's 
profit and risk, the amount of which 
shall be dependent upon a determina¬ 
tion by the Commissioner as to whether 
or not there exists an identity of Interest 
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between the mortgagor or any of its 
officers, directors, stockholders or part¬ 
ners and the general contractor. 

<b> Identity of interest cases. Where 
an identity of Interest exists, a builder's 
and sponsor's profit and risk allowance 
shall be included in lieu of the builder's 
fee provided in | 220.512(a) (2) (1). This 
allowance ahull be 10 percent of the 
actual coat computed in accordance with 
f 220.512(a) excluding the following 
items: 

(1) Any builder's fee actually paid 
and approved by the Commissioner. 
(This fee shall be paid out of the 
builder's and sponsor s profit and risk 
allowance.) 

(2> The cost of the land or any amount 
paid for a leasehold. 

(3) The value of the land and Im¬ 
provements prior to repair or rehabili¬ 
tation plus the amount of the mortgage 
proceeds used to refinance any outstand¬ 
ing indebtedness on the property where 
the mortgage involves the financing of 
repair or rehabilitation. 

(c) Nonidentity of interest case*. 
Where no identity of Interest exists, a 
sponsor's profit and risk allowance shall 
be included. This allowance shall be 
10 percent of the actual cast computed 
in accordance with | 220.512(a) exclud¬ 
ing the following items: 

(1) The amounts paid by the mort¬ 
gagor under the construction contract. 

(2) The cost of the land or any amount 
paid for a leasehold. 

(3) The value of the land and im¬ 
provements prior to repair or rehabili¬ 
tation plus the amount of the mortgage 
proceeds used to refinance any outstand¬ 
ing Indebtedness on the property where 
the mortgage Involves the financing of 
repair or rehabilitation. 

S 220.525 Mortgage* of $200,000 or \em 
involving rehabilitation. 

In the case of rehabilitation of an 
existing project and when the principal 
amount of the loan Is $200,000 or less, 
all of the provisions of f f 220.501 through 
220.513 relating to project mortgage In¬ 
surance shall apply except as modified 
below: 

(a) Classification of mortgagor*. In 
order to be eligible as a mortgagor the 
applicant shall qualify as one of the 
following: 

(1) Private mortgagors. Any mort¬ 
gagor approved by the Commissioner. 

(2) Public mortgagor*. A Federal or 
state instrumentality, a municipal cor¬ 
porate Instrumentality of one or more 
states, or a limited dividend or redevelop¬ 
ment or housing corporation formed 
under federal or state laws or regulations. 

<b) General supervision of mortga¬ 
gors. The provisions of 1 207.18(a) and 
(c) of this chapter shall not apply. 

(c) Required supervision of private 
mortgagors. (1) The provisions of 
1207.19, paragraph (a) Capital struc¬ 
ture; paragraph (b) Rate of return; 
paragraph (c) Requirements incident to 
insurance of advances . subparagraph 
(1); paragraph (a) Rents and charges; 
paragraph (f) Methods of operation. 
subparagraphs (3) and (5); and para- 
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graph (h) Advance amortisation of this 
chapter shall not apply. 

(2) In a project involving the insur¬ 
ance of advances, the mortgagor shall 
deposit with the mortgagee or, in a de¬ 
pository satisfactory to the mortgagee 
and under control of the mortgagee an 
amount, satisfactory to the Commis¬ 
sioner, for the purpose of meeting the 
cost of equipping and renting the project 
subsequent to completion of construc¬ 
tion of the entire project or units thereof 
and, during the course of construction, 
for allocation by the mortgagee to the 
accruals for taxes, mortgage Insurance 
premiums, hazard Insurance premium/) 

• and assessments required by the terms 
of the mortgage. 

(3) The mortgagor shall execute and 
deliver to the Commissioner a certificate 
or agreement that the books and ac¬ 
counts of the mortgagor will be estab¬ 
lished and maintained in a manner satis¬ 
factory to the Commissioner. Com¬ 
mencing on the date the certificate or 
agreement to executed, and so long aa the 
mortgage is Insured or held by the Com¬ 
missioner, the mortgagor's books and ac¬ 
counts will be kept In accordance with 
the requirements of the Commissioner; 
will be in such form os to permit a speedy 
and effective audit and as may otherwise 
be prescribed by the Commissioner; win 
be maintained for such periods of time 
as may be prescribed by the Commis¬ 
sioner; and will be available to the Com¬ 
missioner and to the Comptroller Gen¬ 
eral of the United States for such exam¬ 
ination and audits as they may desire to 
make. The mortgagor shall file with the 
Commissioner and the mortgagee the 
following reports verified by the signa¬ 
ture of such officers of the mortgagor as 
the Commissioner may designate and in 
such form as prescribed by the Commis¬ 
sioner: 

(t) Upon demand, annual financial 
reports: and 

(HI Specific answers to questions upon 
which information to desired from time 
to time relative to the actual cost of 
construction, the disposition of mortgage 
funds, the operation and condition of 
tbs property and the status of the in¬ 
sured mortgage. 

Ixsuum Phojjcct Ixpkovxxxht Loan 
§ 220.550 Definition*. 

As used in 91 220.550 et seq^ the fol¬ 
lowing terms shall have the meaning 
indicated: 

(a) "Comiqjsaloner" mg*n* the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representative. 

(b) M Act" means the National Housing 
Act, as amended. 

(o) "FHA" means the Federal Hous¬ 
ing Administration. 

(d) "Insured loan** means a loan 
which has been insured by the FHA. as 
evidenced by the endorsement of the 
credit Instrument for Insurance by the 
Commissioner. 

(e) "Insurance premium” means the 
loan insurance premium paid by the fi¬ 
nancial institution to the Commissioner 
In consideration of the contract of In¬ 
surance. 
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<f) "Loan" means an advance of funds 
or credit evidenced by a note, which is 
secured by a security Instrument. 

tg) ’Outstanding Indebtedness relat¬ 
ing to the property” means the total out¬ 
standing amount of unsecured obli¬ 
gations of the borrower incurred In 
connection with Improving, repairing or 
maintaining the property and outstand¬ 
ing mortgages or obligations constitut¬ 
ing liens on the title to the property to 
be Improved. 

rh> -Lender” means an approved fi¬ 
nancial institution eligible for insurance 
under section 220(h) of the Act that Is 
the holder of an insured loan or the 
holder of a loan presented for insurance. 

§ 220,552 Form of application. 

An application for the issuance of 
either a conditional or firm commitment 
for Insurance of a loan on a project 
shall be submitted by an eligible lender 
and by the sponsors of such project 
through the local FHA office on an ap¬ 
proved FHA form. No application shall 
be considered unless accompanied by 
the exhibits called for by the form. 

§ 220.553 Application fee. 

(a) Application for conditional com¬ 
mitment. An application fee of $1.50 per 
thousand dollars of the amount of the 
loan applied for shall accompany the 
application for a conditional commit¬ 
ment. 

(b) Application for firm commitment , 
An application for a firm commitment 
shall be accompanied by the payment 
of an application fee of $1.50 per thou¬ 
sand dollars of the amount of the loan 
applied for. If such fee has not been 
previously submitted. A commitment 
fee, in an amount which, when added 
to the application fee. will aggregate $3 
per thousand dollars of the loan ap¬ 
plied for. shall also be submitted with the 
application for a firm commitment. 

§ 220.554 Commit men I and commit¬ 
ment fee- 

(a) Conditions of commitment—( 1) 
Conditional commitment. The issuance 
of a conditional commitment Indicates 
completion of the Commissioner's pre¬ 
liminary analysis of the project and con¬ 
stitutes an agreement by the Commis¬ 
sioner. subject to specified terms and 
conditions, to accept an application for 
a firm commitment. 

(2) Firm commitment. The issuance of 
a firm commitment indicates the Com¬ 
missioner's approval of the application 
for insurance and sets forth the terms 
and conditions upon which the loan will 
be insured. 

(b> Types of firm commitment . The 
firm commitment may provide for the 
insurance of advances of loan money 
made during construction or may pro¬ 
vide for the Insurance of the loan after 
completion of the improvements. 

<c> Term of commitment . (1) A con¬ 
ditional commitment shall be effective 
for whatever term is specified in the text 
of the commitment. 

(2) A firm commitment to Insure ad¬ 
vances shall be effective for a period of 
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not more than 180 days from the date 
of issuance. 

(3) A firm commitment to Insure 
upon completion shall be effective for a 
designated term within which the bor¬ 
rower is required to begin construction, 
and If construction is begun as required, 
the commitment shall be effective for 
such addiitonal period, estimated by the 
Commissioner, as will allow for comple¬ 
tion of construction. 

<4) The term of either a conditional 
or firm commitment may be extended 
in such manner as the Commissioner 
may prescribe. , 

(d) Reopening of expired commit¬ 
ments. An expired conditional or firm 
commitment may be reopened If a request 
for reopening is received by the Com¬ 
missioner within 90 days of the expira¬ 
tion of the commitment. The reopening 
request shall be accompanied by a fee 
of 50 cents per thousand dollars of the 
amount of the expired commitment. If 
the reopening request is not received 
by the Commissioner within the required 
90-day period, a new application, ac¬ 
companied by the required application 
and commitment Tee. must be submitted. 

§ 220.555 Inspection fee. 

The firm commitment may provide for 
the payment of an inspection fee in an 
amount not to exceed $5 per thousand 
dollars of the commitment. If an inspec¬ 
tion fee is required, it shall be paid as 
follows: 

(a) If the case involves the insurance 
of advances, it shall be paid at the time 
of initial endorsement. 

<b> If the case Involves insurance 
upon completion. It shall be paid prior 
to the date construction Is begun. 

§ 220.560 Fee* on increase*. 

(a) Increase in firm commitment prior 

to endorsement. An application, filed 
prior to Initial endorsement (or prior 
to endorsement in a case involving in¬ 
surance upon completion), for an in¬ 
crease in the amount of an outstanding 
firm commitment shall be accompanied 
by a combined additional application and 
commitment fee. This combined addi¬ 
tional fee shall be in an amount which 
will aggregate $3 per thousand dollars 
of the amount of the requested Increase. 
If an inspection fee was required in the 
original commitment, an additional in¬ 
spection fee shall be paid in an amount 
computed at the same dollar rate per 
thousand dollars of the amount of In¬ 
crease in commitment as was used for the 
inspection fee required in the original 
commitment. When insurance of ad¬ 
vances is involved, the additional inspec¬ 
tion fee shall be paid at the time of 
initial endorsement. When insurance up¬ 
on completion is involved, the additional 
inspection fee shall be paid prior to the 
date construction is begun or if construc¬ 
tion has begun, it shall be paJd with the 
application for Increase. 

<b) Increase in loan between initial 
and final endorsement. Upon an applica¬ 
tion. filed between Initial and final en¬ 
dorsement, for an increase in the amount 
of the loan, either by amendment or by 


substitution of a loan, a combined addi¬ 
tional application and commitment fee 
shall accompany the application. This 
combined additional fee shall be in an 
amount which will aggregate $3 per 
thousand dollars of the amount of the 
increase requested. If an Inspection fee 
was required in the original commitment, 
an additional inspection fee shall ac¬ 
company the application in an amount 
not to exceed $5 per thousand dollars of 
the amount of the increase requested. 

§ 220.561 Refund of fee*. 

If the amount of the commitment is¬ 
sued or increase in loan granted is less 
than the amount applied for, the Com¬ 
missioner shall refund the excess amount 
of the application and commitment fees 
submitted by the applicant. If an appli¬ 
cation Is rejected before it is assigned for 
processing, or in such other instances os 
the Commissioner may determine, the 
entire application and commitment fees 
or any portion thereof may be returned 
to the applicant. Commitment, inspec¬ 
tion and reopening fees may be refunded, 
in whole or in part, if it is determined by 
the Commissioner that the improvements 
or financing of the project have been 
prevented because of condemnation pro¬ 
ceedings or other legal action taken by a 
governmental body or public agency, or 
in such other Instances as the Commis¬ 
sioner may determine. 

§ 220.562 Charge* by lender. 

The lender may collect from the bor¬ 
rower the amount of the fees provided for 
In 15 220.560 et seq. The lender may 
also collect from the borrower an initial 
service charge in an amount not to ex¬ 
ceed 2 percent of the original principal 
amount of the loan to reimburse the 
lender for the cost of closing the trans¬ 
action. Any additional charges shall be 
subject to prior approval of the 
Commissioner. 

g 220.563 Eligible lender*. 

Lenders meeting the applicable eligi¬ 
bility qualifications and requirements 
contained In II 203.1-203.4 or 203.6 of 
this chapter shall be eligible for insur¬ 
ance of project Improvement loans under 
5 220.550 et scq. 

§ 220.564 Note and *ecurity form. 

The lender shall present for insurance 
a note and security instrument on forms 
approved by the Commissioner for use In 
the Jurisdiction in which the property 
to be improved Is located. 

g 220.565 DUburoemcnt of proceed*. 

Prior to final endorsement, the entire 
principal amount of the note shall have 
been disbursed to the borrower or to his 
creditors for his account and with his 
consent. 

g 220.570 Loan multiple*. 

The loan shall Involve a principal obli¬ 
gation in multiples of $50. 

§ 220.571 Method of loan payment. 

The loan shall provide for monthly 
payments on the first day of each month 
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on account of Interest and principal and 
shall provide for payments to accordance 
with the amortization plan as agreed 
upon by the borrower, the lender and 
the Commissioner. 

§ 220*572 Date of firat payment to prin¬ 
cipal. 

The Commissioner shall estimate the 
time necessary to complete the Improve¬ 
ments to the project and shall establish 
the date of the first payment to principal 
so that the lapse of time between com¬ 
pletion of the improvements and com¬ 
mencement of amortization will not be 
longer than necessary to obtain sustain¬ 
ing occupancy. 

§ 220.573 Maturity of loan. 

The loan shall have a maturity satis¬ 
factory to the Commissioner not less 
than 5 or more than 20 years from the 
date of the beginning of amortization 
or three-quarters of the Commissioner’s 
estimate of the remaining economic life 
of the structure, whichever is the lesser. 

§ 220.574 Loan amortisation period. 

The loan shall have an amortization 
period of either 5. 10. 15 or 20 years by 
providing for either 00, 120, 180 or 240 
monthly amortization payments. 

§ 220.575 Maximum loan amount*. 

(a) The loan shall not exceed: 

(1) The Commissioner's estimate of 
the cost of the Improvements or $12,000 
per family unit, whichever is the lesser; 
or 

(2) An amount which, when added to 
any outstanding Indebtedness re La ted to 
the property, creates a total outstanding 
Indebtedness which does not exceed the 
limits prescribed In §§220.506. 220.507. 
and 220.508 for mortgages on properties 
of the same type other than new con¬ 
struction; or 

<3> Where the proceeds are to be used 
for the purposes indicated tn § 220.601 
<&)<2), an amount which when added 
to the aggregate principal balance of any 
outstanding insured project Improve¬ 
ment loans which were obtained for the 
purposes Indicated in § 220 601(a) (2) 
creates the aggregate indebtedness for 
such purposes of not to exceed $12,000. 

(b> In any geographical area where 
the Commissioner finds cost levels so re¬ 
quire, he may increase by not to exceed 
45 percent the per family unit limita¬ 
tions set forth in paragraphs (a) (1) and 

(3) of this section. 

§ 220.576 Maximum intcrcM rate. 

(a) The loan shall bear Interest at the 
rate agreed upon by the lender and the 
borrower, which rate shall not exceed 7 
percent, except that where a letter Invit¬ 
ing submission of an application for com¬ 
mitment was issued by the Secretary be¬ 
fore February 18, 1071, or an application 
for commitment was received by the Sec¬ 
retary before February 18,1071, the loan 
may bear Interest at the maximum rate 
In effect at the time of Issuance of the 
letter or receipt of the application. 

<b> Interest shall be payable In 
monthly installments on the principal 
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amount of the loan outstanding on the 
due date of each installment. 

6 220.577 Eligibility of title. 

When the principal amount of the 
loan exceeds $40,000, in order for the 
mortgaged property to be eligible for in¬ 
surance. the Commissioner shall deter¬ 
mine that the title to the property Is 
vested In the borrower as of the date the 
security instrument is filed for record. 
The title evidence will be examined by 
the Commissioner and the endorsement 
of the credit instrument for Insurance 
shall be evidence of its acceptability. 

§ 220.580 Title evidence. 

When the principal amount of the loan 
exceeds $40,000. the lender, without ex¬ 
pense to the Commissioner, shall furnish 
to the Commissioner a policy of title in¬ 
surance as provided In paragraph (a) of 
this section or if the lender Is unable 
to furnish such policy for reasons satis¬ 
factory to the Commissioner, the lender 
without expense to the Commissioner, 
shall furnish such evidence of title as 
provided in paragraph (b) of this section 
as the Commissioner may require. The 
following are the requirements covering 
the title Insurance and abstract of title: 

(a) The policy of title insurance shall 
be Issued by a company and in a form 
satisfactory to the Commissioner. The 
policy shall name as the insureds the 
lender and the Secretary of Housing and 
Urban Development, as their respective 
interests may appear. The policy shall 
provide that upon acquisition of title by 
the lender or the Secretary, It will be¬ 
come an owner s policy running to the 
lender or the Secretary, as the case may 
be. 

(b) The abstract of title shall be 
satisfactory to the Commissioner, pre¬ 
pared by an abstract title company or 
an Individual engaged tn the business of 
preparing abstracts of title, accompanied 
by & legal opinion satisfactory to the 
Commissioner, as to the quality of such 
title, signed by an attorney at law exper¬ 
ienced In the examination of titles. 

g 220.581 Security instrument to cover 
entire property. 

The security instrument shall cover 
the entire property Included In the hous¬ 
ing project. 

g 220.582 Covenant again*t lien*. 

The security Instrument shall contain 
a covenant against the creation by the 
borrower of liens against the property 
superior to the lien of such Instrument. 

§ 220.583 Accumulation of next pre¬ 
mium. 

The security Instrument shall provide 
for payments by the borrower to the 
lender on each Interest payment date of 
an amount sufficient to accumulate In 
the hands of the lender one payment 
period prior to Its due date the next 
annual Insurance premium payable by 
the lender to the Commissioner. Such 
payments shall continue only so long as 
the contract of Insurance shall remain 
in effect. 
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g 220.584 Accumulation of other item*. 

When the principal amount of the 
loan exceeds $200,000. the Commissioner 
may require that the security Instru¬ 
ment provide for such equal monthly 
payments by the borrower to the lender 
as will amortize the ground rents, if any. 
and the estimated amount of all taxc*. 
water rates and special assessments, if 
any, and fire and other hazard Insurance 
premiums, within a period ending one 
month prior to the date on which the 
Items became delinquent The security 
Instrument shall further provide that 
such payments shall be held by the 
lender for the purpose of paying such 
ground rents, taxes, water rates, assess¬ 
ments, and Insurance premiums before 
the same become delinquent The secu¬ 
rity instrument shall also make provi¬ 
sion for an adjustment In case the 
estimated amount of such taxes, water 
rates, assessments and Insurance pre¬ 
miums shall prove more, or less than the 
actual amount thereof so paid by the 
borrower. 

§ 220.585 Application of payments. 

(a) The security instrument shall 
provide that all monthly payments to 
be made by the borrower shall be added 
together and this aggregate amount 
shall be paid by the borrower upon each 
monthly payment date In a single pay¬ 
ment. The lender shall apply the pay¬ 
ment to the following items in the order 
set forth: 

(1) Premium charges under the con¬ 
tract of Insurance; 

(2) Interest on the loan; 

(3) Amortization of the principal of 
the loan; 

(b) When the principal amount of 
the loan exceeds $200,000 and the secu¬ 
rity instrument provides for the accu¬ 
mulation of the items enumerated In 
§ 220.584 the lender shall apply the pay¬ 
ments received from the borrower In the 
following order: 

(1) Premium charges under the con¬ 
tract of insurance; 

(2) Ground rents, taxes, special as¬ 
sessments and fire and hazard Insurance 
premiums; 

(3) Interest on the loan; 

<4) Amortization of the principal of 
tbo loan; 

(c) Any deficiency in the amount of 
any monthly payments required under 
paragraph (a) or (b) t shall constitute 
an event of default and the loan shall 
further provide for a grace period of 30 
days within which time the default must 
be cured. 

§ 220.590 Prepayment privilege and pre¬ 
payment charge. 

(a) Prepayment prtvileoc. (1) The 
security Instrument shall contain a pro¬ 
vision permitting prepayment of the 
loan In whole or In part upon any in¬ 
terest payment date after giving to the 
lender 30 days’ advance written notice. 

(2) If the loan exceeds $200,000 It 
may contain a provision for a charge in 
the event of prepayment of principal 
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as may be agreed upon between the bor¬ 
rower and lender. The borrower shah 
be permitted to prepay up to 15 percent 
of the original principal amount of the 
loon In any one calendar year without 
any additional charge. 

(b) Prepayment under cost certifica¬ 
tion. Any reduction in the original 
principal amount of the loan resulting 
from the certification of the cost re¬ 
quirements of |5 220.52U-220.625, and 
220.530 shall not be construed as a pre¬ 
payment of the mortgage permitting the 
Imposition of any penalty or charge. 

§ 220.502 Late charge. 

The loan may provide for the collec¬ 
tion by the lender of a late charge, not 
to exceed 2 cents for each dollar of each 
payment to Interest or principal more 
than 15 days In arrears, to cover the 
expense Involved In handling delinquent 
payments. Late charges shall be sep¬ 
arately charged to and collected from 
the borrower and shall not be deducted 
from any aggregate monthly payment. 

g 220.593 Certificate regarding uae for 
transient or hotel purpose*. 

The borrower shall certify under oath, 
that so long as the loon is insured by 
the Commissioner, the borrower will not 
rent, permit the rental or permit the of¬ 
fering for rental of the housing, or any 
part thereof, covered by such loan for 
transient or hotel purposes. For the 
purpose of this certificate, the term 
rental for transient or hotel purposes 
shall mean: 

(a) Rental for any period less than 
30 days: or 

(b) Any rental. If the occupants of the 
housing accommodations arc provided 
customary hotel services such as room 
service for food and beverages, maid 
service, furnishing and laundering of 
liry»ns and bellboy service. 

§ 220.591 Zoning, deed or building ro- 
•triction*. 

The project when rehabilitated shall 
not violate any material aonlng or deed 
restrictions applicable to the project site, 
and shall comply with all applicable 
building and other governmental regu¬ 
lations. 

§ 220.595 Certificate of nondiscrimina¬ 
tion by borrower. 

The borrower shall certify to the Com¬ 
missioner as to each of the following 
points: 

(a) That neither he (It), nor anyone 
authorized to act for him (it), will re¬ 
fuse to sell or rent, after the making of 
a bona fide offer, or refuse to negotiate 
for the sale or rental of. or otherwise 
make unavailable or deny the property 
covered by the security instrument to any 
person because of race, color, religion, or 
national origin. 

0>) That any restrictive covenant on 
such property relating to race, color, 
religion, or national origin is recognized 
as being Illegal and void and Is hereby 
specifically disclaimed. 

(c) That civil action for preventative 
relief may be brought by the Attorney 
General in any appropriate UB. District 


RULES AND REGULATIONS 

Court against any person responsible for 
a violation of this certification. 

§ 220.600 Covenant relating to ok of 
property. 

When the principal amount of the 
loan exceeds $40,000, the security Instru¬ 
ment shall contain a covenant prohibit¬ 
ing the use of the property covered 
thereby for any purpose other than that 
for which it was intended, at the date 
the loan was executed. 

g 220.601 Uoe of proceed*. 

(a) The proceeds of the loan shall be 
used only for the following purposes: 

(1) To finance improvements that re¬ 
sult in or are In connection with the 
conservation, repair, restoration or re¬ 
furbishing of the basic livability or 
utility of an existing structure. Includ¬ 
ing the property on which the structure 
Is located, or In the conversion, altera¬ 
tion. enlargement, remodeling, or ex¬ 
pansion of such structure. Including a 
change In the living accommodations or 
the number of family dwelling units 
located therein. 

(2) To pay that part of the cost of 
the construction or Installation of side¬ 
walks. curbs, gutters, street paving, 
street lights, sewers, or other public im¬ 
provements, adjacent to or in the vi¬ 
cinity of the borrower’s property, which 
Is assessed against the borrower or foe 
which he Is otherwise legally liable as 
the property owner. 

(b) No loan proceeds shall be used 
to finance Individual equipment items 
except those relating to heating, ven¬ 
tilating or plumbing or those Items deter¬ 
mined by the Commissioner to be neces¬ 
sary and incident to Improvements as 
outlined In paragraph (a). 

(c) The structure In connection with 
which the Improvements are to be made 
shall: 

(1) Constitute a structure which Is 
used or will be used, upon completion 
of the Improvements, primarily for resi¬ 
dential purposes by five or more families: 
and 

(2) Be located In one of the urban 
renewal areas specified In 5 220.502; and 

(3) Have been constructed not less 
than ten years prior to the date of the 
application for commitment unless, as 
determined by the Commissioner, the 
proceeds of the loan are or will be used 
primarily for major structural improve¬ 
ments, or to correct defects which were 
not known at the time of the completion 
of the structure or which were caused 
by fire, flood, windstorm or other cas¬ 
ualty. 

§ 220.602 Nature of borrower’* owner- 
•hip. 

To be eligible for Insurance, the prop¬ 
erty to be Improved shall be held by the 
borrower in fee simple, or on leasehold 
under a lease for not less than 99 years 
which Is renewable, or under a lease with 
an expiration date in excess of 10 years 
later than the maturity date of the loan. 
§ 220.603 Supervision by ComiuiwMoner. 

The Commissioner may regulate and 
restrict the borrower as long as the Com¬ 


missioner is the Insurer, holder or re¬ 
insurer of the loan. Such regulation 
or restriction may be In the form of a 
regulatory agreement, corporate charter 
or such other means as the Commis¬ 
sioner approves. 

9 220.610 Commitments to ituurr. 

(a) Conditions of commitment . Upon 
approval of an application for Insurance 
a commitment shall be Issued by the 
Commissioner setting forth the terms 
and conditions upon which the loan will 
be insured. 

(b) Insurance of advances . When 
the principal amount of the loan ex¬ 
ceeds $40,000, the commitment may pro¬ 
vide for the Insurance of advances a l 
loan money made during the construc¬ 
tion of the Improvements. 

(c) Insurance upon completion. The 
commitment may provide for the Insur¬ 
ance of the loan after completion of the 
improvements. 

<d) Jteneual of commitment. The 
commitment may be renewed or ex¬ 
tended in such manner as the Commit 
sioner may specify. 

g 220.611 Building loan agreement. 

When the principal amount of the 
loan exceeds $40,000, and there is to be 
Insurance of advances during construc¬ 
tion of the improvements, the borrower 
and lender shall, prior to the initial 
endorsement of the loan for insurance 
execute a building loan agreement, ap¬ 
proved by the Commissioner, setting 
forth the terms and conditions under 
which progress payments may be ad¬ 
vanced during construction. To be cov¬ 
ered by mortgage insurance, each 
progress payment shall be approved by 
the Commissioner. 

§220.612 AjMunince of completion. 

(a) When the principal amount of the 
loan exceeds $40,000. assurance of com¬ 
pletion satisfactory to the Commissioner 
shall be furnished in an amount of at 
least 10 percent of the cost of the con¬ 
struction of the Improvements to the 
project as estimated by the Commis¬ 
sioner and shall be In one of the follow¬ 
ing forms: 

(1) A bond of a surety company sat¬ 
isfactory to the Commissioner on the 
standard form prescribed by the Com¬ 
missioner with the borrower and lender 
as Joint obligees. 

(2) An escrow deposit with the lender 
or with a depository satisfactory to the 
lender and the Commissioner of cash or 
securities of. or fully guaranteed as to 
principal and Interest by, the United 
States of America, under a completion 
assurance agreement prescribed by the 
Commissioner. 

(b) The mortgagee may accept. In 
lieu of a cash deposit required by para¬ 
graph (a) of this section, an uncondi¬ 
tional Irrevocable letter of credit Issued 
to the mortgagee by a banking Institu¬ 
tion. In the event a demand under the 
letter of credit Is not Immediately met. 
the mortgagee shall forthwith provide 
cash equivalent to the undrawn balance 
thereunder. 
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§220.614 Prevailing wage requirrmrnU. 

When the property to be Improved 
consists of a dwelling or dwellings for 
twelve (12) or more families, the follow¬ 
ing requirements shall be met: 

(a) Labor standards. Any contract or 
subcontract executed for the perform¬ 
ance of constructing the Improvements 
to the project shall comply with all ap¬ 
plicable labor standards and provisions 
of the Regulations of the Secretary of 
Labor (29 CFR 5.1-5.12). 

(b) Ineligible contractors. No con¬ 
tract shall be entered Into with a gen¬ 
eral contractor or any subcontractor for 
tlie construction of improvements. If 
such contractor or any subcontractor or 
any firm, corporation, partnership or as¬ 
sociation In which such contractor or 
subcontractor has a substantial Interest 
Is included on the ineligible list of con¬ 
tractors or subcontractors established by 
the Commissioner or by the Comptroller 
General pursuant to the R egul ations of 
the Secretary of Labor (29 CFR 5.6(b)). 

(c) Ineligible advances. Unless ap¬ 
proved by the Commissioner, no advance 
under the loan shall be eligible for Insur¬ 
ance after notification from the Commis¬ 
sioner that the general contractor or any 
subcontractor or any Arm, corporation, 
partnership or association In which such 
contractor or subcontractor has a sub¬ 
stantial Interest was. on the date the 
contract or subcontract was executed, on 
the ineligible list established by the 
Commissioner or by the Comptroller 
General pursuant to the provisions of 
the Regulations of the Secretary of 
Labor (29 CFR 5.6(b)). 

(d) Wage certificate. No advance un¬ 
der the loan shall be eligible for Insur¬ 
ance unless there Is filed with the appli¬ 
cation for such advance a certificate as 
required by the Commissioner, certifying 
that the laborers and mechanics em¬ 
ployed in constructing the Improvements 
to the project involved have been paid 
not less than the wages prevailing In 
the locality In which the work was per¬ 
formed for the corresponding classes of 
laborers and mechanics employed on 
construction of a similar character, as 
determined by the Secretary of Labor 
prior to the beginning of construction 
and after the date of filing of the appli¬ 
cation for Insurance. 

§ 220.615 Discrimination prohibited. 

Any contract or subcontract ex¬ 
ecuted for the performance of construct¬ 
ing the Improvements to the project shall 
provide that there shall be no discrimi¬ 
nation against any employee or applicant 
for employment because of race, color, 
creed or national origin. 

§ 220.616 Cost certification require¬ 
ment* ; loan* $200,000 or lea*. 

When the principal amount of the loan 
Is $200,000 or less the following provi¬ 
sions shall apply: 

(a) Certification agreement . The 
lender shall submit with the application 
for commitment an agreement on a form 
prescribed by the Commissioner, exe¬ 
cuted by the borrower and the lender, in 
which: 
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(1) The borrower agrees to execute, 
upon completion of the improvements, 
a certificate of the actual cost of the 
Improvements. 

(2) The borrower and the lender agree 
that If the actual cost of the Improve¬ 
ments is less than the amount author¬ 
ized In the commitment, the amount of 
the loan shall not exceed the actual cost 
of the Improvements, and that the 
amount of the loan shall be further ad¬ 
justed to the lowest $50 multiple where 
the amount Is not In excess of $10,000. 
or adjusted to the lowest $100 multiple 
where the amount exceeds $10,000. 

ib) Certificate and adjustment . No 
loan shall be insured unless in accord¬ 
ance with the agreement between the 
borrower and the lender. 

(1) The required certification of ac¬ 
tual cost Is made by the borrower: and 

(2) The amount of the loan Is ad¬ 
justed to reflect the actual cost of the 
Improvements. 

(c) Cost computation. The term '‘ac¬ 
tual cost of the Improvements" shall 
mean the oost to the borrower of the im¬ 
provements. after deducting the amount 
of any kickbacks, rebates, or trade dis¬ 
count received in connection with the 
Improvements, and including: 

(1) The amounts paid under any con¬ 
tract for the improvements, labor, ma¬ 
terials. and for any other Items of ex¬ 
pense approved by the Commissioner; 
and 

(2) A reasonable allowance for con¬ 
tractor’s profit. In an amount approved 
by the Commissioner, where the Com¬ 
missioner determines that there is an 
Identity of interest between the borrower 
and the contractor. 

§ 220.618 Co*t certification require¬ 
ment* i loan* over $200,000. 

When the principal amount of the loan 
Is over $200,000 the following provisions 
shall apply: 

(a) Certification of cost requirements. 
Prior to initial endorsement of the loan 
for Insurance, the borrower, the lender 
and the Commissioner shall enter Into 
an agreement approved by the Commis¬ 
sioner for the purpose of precluding any 
excess of loan proceeds over the actual 
cost of the Improvements to the project. 
Under this agreement the borrower shall 
agree to: 

(1) Disclose Its relationship with the 
builder, Including any collateral agree¬ 
ment, and with subcontractors and sup¬ 
pliers : 

(2) Enter into a construction contract 
the terms of which shall depend on 
whether or not there exists an Identity 
of Interest between the borrower and the 
builder; 

(3) Execute a certificate of actual 
costs upon completion of the improve¬ 
ments: and 

• 41 Apply any excess of loan proceeds 
over the actual cost to the borrower of 
the Improvements in reduction of the 
outstanding balance of the principal of 
the loan. 

(b) Form of contract . The form of 
contract between the borrower and the 
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builder shall be in accordance with the 
following: 

(1) Lump sum contract. If the Com¬ 
missioner determines that neither the 
borrower nor any of the officers, directors 
or stockholders of the borrower have any 
Interest in the builder or contractor, 
there may be used a lump sum contract 
providing for payment of a specified 
amount. 

(2) Fixed fee contract. If the Com¬ 
missioner determines that the borrower. 
Its officers, directors or stockholders have 
any Interest, financial or otherwise in 
the builder or contractor, the form of 
contract shall provide for payment of 
the Actual cost of construction not to ex¬ 
ceed an upset price and may provide for 
payment of a builder's fixed fee not 
exceeding a reasonable allowance as es¬ 
tablished by the Commissioner In ac¬ 
cordance with customary practices In the 
area. 

(c> Certificates as to subcontracts . If 
the Commissioner determines that the 
borrower, its officers, directors or stock¬ 
holders have any interest, financial or 
otherwise, in any subcontractor or mate¬ 
rial supplier, the borrower shall certify 
In form prescribed by the Commissioner, 
prior to final endorsement of the loan for 
Insurance, that the amounts paid to 
such subcontractor or material supplier 
were not more than the rate prevailing 
in the locality for similar type of labor 
and materials. 

(d) Certificate of actual cost. The 
borrower's certificate of actual cost. In 
form prescribed by the Commissioner, 
shall be submitted upon completion of 
the physical improvements to the satis¬ 
faction of the Commissioner and prior to 
final endorsement and shall show the 
actual cost to the borrower of: 

(1) The construction contract. Includ¬ 
ing all costs of construction under a 
lump sum contract, after deduction of 
any kickbacks, rebates, trade discounts, 
or other similar payments to the bor¬ 
rower corporation, or to any of Its offi¬ 
cers, directors or stockholders; 

(2) Architect's fees; 

(3) Off-site public utilities and streets 
not included In the general contract; 

(4) Organizational and legal work; 
and 

(5) Other Items of expense approved 
by the Commissioner. 

(e) Fixed fee contract—additional 
certification. When the work has been 
completed under a fixed fee contract, the 
borrower's certification shall also show: 

(1) Allocations of general overhead 
Items as are acceptable to the Commis¬ 
sioner; and 

(2) A reasonable allowance for the 
builder's profit as established by the 
Commissioner. 

(f) Contractor's certification — fixed 
fee contract. A contractor receiving a 
fixed fee shall certify In form prescribed 
by the Commissioner as to all actual 
costs paid for labor, materials, and sub¬ 
contract work under the general contract 
exclusive of the builder’s fee and less 
any kickbacks, rebates, trade discounts. 
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or other similar payments to the builder 
or borrower corporation or any of It* 
officers, directors or stockholders. 

(g) Adjustment rcsvltina from cost 
certification. If the principal obligation 
of the loan exceeds the actual coat to the 
borrower of the Improvement, the loan 
shall be reduced by the amount of such 
excess prior to the final endorsement for 
Insurance. 

(h) Certificate oj public accountant. 
The certificates of actual cost s h al l be 
supported by a certificate as to accuracy 
by an Independent Certified Public Ac¬ 
countant or Independent public account¬ 
ant which shall include a statement that 
the accounts, records and supporting 
documents have been examined In ac¬ 
cordance with generally accepted audit¬ 
ing standards to the extent deemed 
necessary to verify the actual oosls. 

§ 220.630 Record*. 

The borrower shall keep and maintain 
adequate records of all costs of any con¬ 
struction Improvements or other costa 
items not representing work under the 
general contract and shall require the 
builder to keep similar records and, upon 
request by the Commissioner, shall make 
available for examination such records, 
including any collateral agreements. 

fi 220.632 Effect* of agreement. 

Any agreement, undertaking, state¬ 
ment or certification required in connec¬ 
tion with cost certification shall specifi¬ 
cally state that it has been made, pre¬ 
sented and delivered for the purpose of 
influencing an official action of the Com¬ 
missioner and may be relied upon as a 
true statement of the facts contained 
therein. 

§ 220.633 Cool certification incontest¬ 
able. 

Upon the Commissioner's approval of 
the borrower's certification, such certifi¬ 
cation *hali be final and Incontestable 
except for fraud or material misrepre¬ 
sentation on the part of the borrower. 

Subpart D—Contract Rights and 
Obligations—Projects 
Pxojict Mortgage Insurance 
§ 220.751 Incorporation by reference. 

(a) All of the provisions of 8ubpart B, 
Part 207 of this chapter, covering mort¬ 
gages insured under section 207 of the 
National Housing Act, apply with full 
force and effect to multifamily project 
mortgages insured under section 220 of 
the National Housing Act, except the 
following provisions: 

Bee. 

307250 Insumnoa benefit*. 

207.236b Modification of mortgage term*. 

(b) For the purposes of the portion of 
this subpart, covering multifamily proj¬ 
ect mortgages, all references in Part 
207 of this chapter to section 207 of the 
National Housing Act shall be deemed 
to refer to section 220 of the National 
Housing Act 
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S 220.7S3 Forbearance relief. 

(a) In a case where the mortgage is 
In default the mortgagor and the mort¬ 
gagee may enter into a forbearance 
agreement for the reduction or suspen¬ 
sion of regular mortgage payments for a 
specified period of time, if the following 
requirements are met: 

(1) The mortgage was endorsed for 
Insurance on or after July 7, 1961. 

(2) The Commissioner determines 
that the default was due to circumstances 
beyond the mortgagor's control and that 
the mortgage probably will be restored 
to good standing within a reasonable 
period of time and evidences such deter¬ 
mination by written approval of the for¬ 
bearance agreement. 

(b) The time specified In fi 207258(a) 
of this chapter, within which a mort¬ 
gagee shall give the Commissioner 
written notice of Its Intention to file an 
Insurance claim, shall be suspended for 
the period of time specified In the for¬ 
bearance agreement as long as the mort¬ 
gagor complies with the requirements of 
such agreement. 

(c) If the mortgagor fails to meet the 
requirements of a forbearance agreement 
or to cure the default under the mort¬ 
gage at the expiration of the forbear¬ 
ance period, and such failure continues 
for a period of 30 days, the mortgagee 
shall notify the Commissioner of such 
failure. Within 45 days thereafter, un¬ 
less a modification or extension of the 
forbearance agreement has been ap¬ 
proved by the Commissioner, the mort¬ 
gagee shall notify the Commissioner of 
its election to file an Insurance claim and 
of its decision to either assign the mort¬ 
gage to the Commissioner or acquire and 
convey title to the property to the Com¬ 
missioner. If the mortgage Is assigned to 
the Commissioner, the special insurance 
benefits prescribed in f 220.765 shall be 
applicable. 

§ 220.760 Payment of insurance bene¬ 
fit*. 

All of the provisions of I 207259 of 
this chapter relating to insurance bene¬ 
fits apply to multifamily project mort¬ 
gages insured under this subpart, except 
that all of the Insurance claim shall be 
paid In cash unless the mortgagee files 
a written request with the application 
for payment in debentures. If such a 
request is made, all of the claim shall be 
paid by issuing debentures and by mak¬ 
ing a cash payment adjusting any differ¬ 
ences between the total amount of the 
claim and the amount of the debentures 
Issued. 


g 220.76S Special insurance benefit*— 
forbearance relief ca*e*. 

(a) Upon a failure of the mortgagor 
to meet the requirements of a forbear¬ 
ance agreement or to cure the default 
under the mortgage at the expiration of 
the forbearance period, the mortgagee 
shall be entitled to obtain a special in¬ 
surance payment in cash. In lieu of the 
insurance benefits otherwise provided 


under this subpart. To receive the special 
Insurance payment, the mortgagee shall 
assign the mortgage to the Commissioner 
in compliance with the requirements of 
| 207.258(b) of this chapter. 

(b) The special insurance benefits to 
the mortgagee shall be a cash payment 
computed in accordance with I 207259 
(b> of this chapter, except that in lieu 
of the allowance for debenture interest 
In fi 207.259(b) (i) (111) of this chapter 
the payment shall include the amount 
of the unpaid accrued mortgage interest 
computed to the dAte the assignment 
of the mortgage to the Commissioner is 
filed for record. In addition, there shall 
be included in the cash payment an 
amount equivalent to the debenture in¬ 
terest which would have been earned 
from the date the mortgage assignment 
was filed for record to the date the pay¬ 
ment is made; except that when the 
mortgagee fails to meet any of the ap¬ 
plicable requirements of I 207.258(b) of 
this chapter and fi 220.753(c) within the 
specified times and In a manner satis¬ 
factory to the Commissioner (or within 
such further time as the Commission, r 
may approve in writing). such debenture 
Interest allowance shall be computed 
only to the date on which the particular 
required action should have been taken 

Insured Project Improvement Loans 
S 220.800 Definition*. 

All of the definitions contained In 
fi 220.550 shall apply to fifi 220.800 et seq. 
In addition the following terms shall 
have the meaning Indicated: 

(a) “Contract of insurance- means 
the agreement evidenced by the endorse¬ 
ment of the Commissioner upon the note 
given in connection with an insured loan, 
incorporating by reference the regula¬ 
tions in fifi 220.800 et seq. and the ap¬ 
plicable provisions of the Act. 

(b) “Maturity" means the date on 
which the loan Indebtedness would be 
extinguished If paid in accordance with 
periodic payments provided for in the 
loan. 

g 220.801 Initiail insurance endorse¬ 
ment. 

The Commissioner shall indicate his 
insurance of the loan by endorsing the 
original credit instrument and identify¬ 
ing the section of the Act and the regula¬ 
tions under which the loan Is Insured 
and the date of Insurance. 

g 220.802 Final insurance endorsement. 

When all advances of loan proceed' 
have been made, and all the terms and 
conditions of the commitment have been 
complied with to the satisfaction of the 
Commissioner, be shall indicate on the 
original credit instrument the total of 
advances he has approved for insurance 
and again endorse such Instrument. 

S 220.803 Effwt of insurance endorse- 
ment. 

From the date of Initial endorsement, 
the Commissioner and the lender shah 
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be bound by the provisions of Ibis sub- 
part to the same extent as If they had 
executed a contract Including the provi¬ 
sions of tills subpart and the applicable 
sections of the Act 

§ 220.804 Insurance premiums. 

(a) Firtt premium. The lender, upon 
the Initial endorsement of the loan for 
Insurance, shall pay to the Commissioner 
a first loan Insurance premium equal to 
one-half of one percent of the original 
face amount of the note. 

(b) Second premium; first payment 
more than one year following initial en¬ 
dorsement . If the date of the first prin¬ 
cipal payment Is more than one year fol¬ 
lowing the date of initial insurance 
endorsement, the lender, upon the anni¬ 
versary of such insurance date, shall pay 
a second premium equal to one-half of 
one percent of the original face amount 
of the loan. 

(c) Third premium. On the date of 
the first principal payment, the lender 
shall pay a third premium equal to one- 
half of one percent of the average out¬ 
standing principal obligation of the note 
for the following year which shall be 
adjusted so as to accord with such date 
and so that the aggregate of the three 
premiums shall equal the cum of (1) one 
percent of the average outstanding prin¬ 
cipal obligation of the note for the year 
following the date of Initial insurance 
endorsement and (2) one-half of one 
percent per annum of the average out¬ 
standing principal obligation of the note 
for the period from the first anniversary 
of the date of initial Insurance endorse¬ 
ment to one year following the date of 
the first principal payment. 

(d) Secofld premium; first payment 
one year or less following initial endorse¬ 
ment. it the date of the first principal 
payment Is one year, or less than one 
year following the date of initial Insur¬ 
ance endorsement, the lender upon such 
first principal payment date, shall pay a 
second premium equal to one-half of one 
percent of the average outstanding prin¬ 
cipal obligation of the note for the 
following year which shall be adjusted 
so as to accord with such date and so 
that the aggregate of the said two pre¬ 
miums shall equal the sum of (X) one 
percent per annum of the average out¬ 
standing principal obligation of the note 
for the period from the date of initial 
Insurance endorsement to the date of 
first principal payment and (2) one-half 
of one percent of the average outstand¬ 
ing principal obligation of the note for 
the year following the date of the first 
principal payment. 

<e) Second premium; commitment to 
insure upon completion. Where the note 
la initially and finally endorsed for in¬ 
surance pursuant to a Commitment to 
Insure Upon Completion, the lender on 
tbe date of the first principal payment 
*haU pay a second premium equal to one- 
half of one percent of the average out¬ 
standing principal obligation of the note 
for the year following such first principal 
payment date which shall be adjusted 


so as to accord with such date and so 
that the aggregate of the said two pre¬ 
miums shall equal the sum of one-half 
of one percent per annum of the average 
outstanding principal obligation of the 
note for the period from the date of the 
insurance endorsement to one year fol¬ 
lowing the date of the first principal 
payment. 

(f) Annual insurance premium. Un¬ 
til the note Is paid In full, or until the 
loan Is assigned to the Commissioner, or 
until the contract of insurance is other¬ 
wise terminated with the consent of the 
Commissioner, the lender, on each anni¬ 
versary of the date of the first principal 
payment shall pay an annual loan insur¬ 
ance premium equal to one-half of one 
percent of the average outstanding prin¬ 
cipal obligation of the loan for the year 
following the date on which such pre¬ 
mium becomes payable. 

(g) Method of premium payment . 
Premiums shall be payable in cash or In 
debentures at par plus accrued Interest. 
All premiums are payable In advance and 
no refund can be made of any portion 
thereof except as hereinafter provided 
in H 220.800 et seq. 

ih) Calculation of premiums. The 
premiums payable on and after the date 
of the first principal payment shall be 
calculated In accordance with the amor¬ 
tization provisions without taking Into 
account delinquent payments or pre¬ 
payments. 

§ 220.805 Termination of insurance. 

(a) Prepayment in full The contract 
of Insurance shall be terminated If the 
loan is paid In full prior to Its maturity. 
Notice of the prepayment shall be given 
to the Commissioner, on a form pre¬ 
scribed by the Commissioner, within 30 
days from the date of the prepayment. 
The Insurance termination shall become 
effective as of the date of the prepay¬ 
ment. 

(b) Voluntary termination. The con¬ 
tract of insurance shall be voluntarily 
terminated upon receipt by the Commis¬ 
sioner of a written request, on a form 
prescribed by the Commissioner, by the 
borrower and the lender for such termi¬ 
nation, accompanied by a submission of 
the orgin&l credit instrument for cancel¬ 
lation of the insurance endorsement and 
the remittance of all sums to which the 
Commissioner Is entitled. The termina¬ 
tion shall become effective as of the date 
these requirements are mot. 

S 220.806 Pro rata refund of ins lira nee 
premium. 

Upon termination of loan Insurance 
contract by a payment in full or by a 
voluntary termination, the C ommUaione r 
shall refund to the lender for the account 
of the borrower an amount equal to the 
pro rata portion of the current nn rat al 
loan insurance premium theretofore paid 
which Is applicable to the portion of the 
year subsequent to the date of the pre¬ 
payment or the effective date of the vol¬ 
untary termination of the contract of 
insurance. 


§ 220.810 Definition of default. 

(a) If the borrower falls to make any 
payments due under or provided to be 
paid by the terms of the note or security 
instrument and such default continues 
for a period of 30 days, the note or se¬ 
curity Instrument shall be considered In 
default for the purposes of §1220.800 
et seq. 

(b) The failure to perform any other 
covenant under the note or security In¬ 
strument shall be considered a default, 
provided the lender because of such de¬ 
fault. has exercised its light under the 
note or security Instrument and acceler¬ 
ated the debt. 

(e) If such defaults as defined In 
paragraphs (a) and (b) of this section 
continue for a period of 30 days, the 
lender shall be entitled to receive 
the benefits of Insurance hereinafter 
provided. 

6 220.811 Date of default. 

For the purposes of §| 220.800 et seq., 
the date of default shall be considered 
as: 

(a) The date of the first uncorrected 
failure to perform a covenant or obliga¬ 
tion under the note or security Instru¬ 
ment; or 

(b) The date of the first failure to 
make a monthly payment which sub¬ 
sequent payments by the borrower are 
insufficient to cover when applied to the 
overdue monthly payments in the order 
In which they became due. 

S 220.812 Notice of default. 

fa) If the default as defined in 
I 220 810 is not cured within the 30 day 
grace period, the lender shall, within 30 
days thereafter, notify the Commissioner 
in writing of such default. 

(t» The lender shah give notice In 
writing to the Commissioner of the 
failure of the borrower to comply with 
any covenant or obligation under the 
security Instrument or note reg&rdlese 
of the fact the lender may not have 
elected to accelerate the debt. 

$ 220.813 Commi— ioner*a right to re¬ 
quire acceleration. 

Upon receipt of notice of the failure 
of the borrower to comply with any 
covenant or obligation under the se¬ 
curity instrument or note, or otherwise 
being apprised thereof, the Commis¬ 
sioner reserves the right to require the 
lender to accelerate payment of the out¬ 
standing principal balance due in order 
to protect the Interests of the Federal 
Housing Commissioner. 

S 220.811 F.Irrtaoo of action. 

Where a real estate mortgage, deed of 
trust, conditional sales contract, chattel 
mortgage, lien, judgment, or any other 
security device hAs been used to secure 
the payment of a loan made under the 
provisions of this section, the lender may 
not, except with the approval of the 
Commissioner, both proceed against such 
security and also make claim under Us 
contract of insurance, but shall elect 
which method it desires to pursue. 
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§ 220.820 Maximum claim period. 

Notice of Intention to file claim on a 
form prescribed by the Commissioner 
shall be filed within 45 days after the 
lender becomes eligible for the benefits 
of the loan Insurance, or within such 
later time as may be agreed upon by the 
Commissioner in writing. 

§ 220.821 Items to be filed on aub- 
mitling claim. 

Within 30 days after the filing of the 
notice of Intention to file claim, or within 
such further period as may be agreed 
upon by the Commissioner In writing, 
the lender shall file with the Commis¬ 
sioner: 

(a) The fiscal data pertaining to the 
loan transaction; 

(b) Receipts covering all disburse¬ 
ments as required by the fiscal data 
form; 

(c) The original note and any security 
instrument or instruments which shall 
be assigned to the Commissioner without 
recourse or warranty, except that the 
lender must warrant that no act or omis¬ 
sion of the lender has impaired the 
validity and priority of such security in¬ 
strument or Instruments, that the se¬ 
curity instrument or instruments are 
prior to all mechanics' and material- 
men's liens filed of record subsequent to 
the recording of such security instru¬ 
ment or instruments regardless of 
whether such liens attached prior to such 
recording date, and prior to all Hens and 
encumbrances which may have attached 
or defects which may have arisen sub¬ 
sequent to the recording of such security 
instrument or instruments, except such 
Hens or other matters as may be ap¬ 
proved by the Commissioner, that the 
amount stated in the instrument of as¬ 
signment is actually due and owing un¬ 
der the security instrument or instru¬ 
ments, that there are no of!sets or 
counter claims thereto, and that the 
lender has a good right to assign such 
note and security instrument or instru¬ 
ments; 

<d> AH hazard Insurance poUcles held 
on property serving as security for the 
loon, together with a copy of the lender's 
notification to the carrier authorizing 
the amendment of the loss payable 
clause substituting the Commissioner as 
the holder of the security Instrument; 

(e) The assignment to the Commis¬ 
sioner of aU rights and interests arising 
under the note and security Instrument 
or Instruments so in default, and all 
claims of the lender against the bor¬ 
rower or others arising out of the loan 
transaction: 

(f) AU policies of title or other in¬ 
surance or surety bonds, or other guar¬ 
antees and any and all claims there¬ 
under; including evidence satisfactory to 
the Commissioner that the original title 
coverage has been extended to include 
the assignment of the note and security 
Instrument or instruments to the Com¬ 
missioner. 

(g) Any property held by the lender 
or its agents or to which It is entitled 
and. if payment is requested in deben¬ 
tures, any cash held by the lender or 
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its agents or to which it is entitled, in¬ 
cluding deposits made for the account 
of the borrower, and which have not 
been appHed in reduction of the prin¬ 
cipal of the mortgage Indebtedness; 

<h) AU records, ledger cards, docu¬ 
ments, books, papers and accounts re¬ 
lating to the loan transaction: 

(1) Any additional information or data 
which the Commissioner may require. 


the first day of January and the first day 
of July of each year at the rate in effect 
as of the date the commitment was Is¬ 
sued. or as of the date the loan was en¬ 
dorsed for insurance, whichever rate is 
the higher. The foHowing interest rates 
are effective for the dates listed: 


Effect!** rat* On or aft«r- Prior to - 


£220.822 Claim compulations item. In- <>. |;!SS j“ y £,52 

eluded. _I. Juljr 1.1M» Jan. I.19C0 

(a) Assignment of loan. Upon an ac- Si.1! iSy u t«?o j£n. £ 1 A 

cep table assignment of the note and ejii • }*}£} Jal > 

security Instrument, the Commissioner . . 

shaU pay the claim of the lender in an ----' 

amount equal to the unpaid principal § 220.832 Maturity of debentures. 


balance of the loan plus: 

(1) Any accrued interest due as of 
the date of execution of the assignment 
of the loan to the Commissioner. 

(2) Any advances approved by the 
Commissioner made previously by the 
lender under the provisions of the note 
of security instrument or instruments. 

(3) Reimbursement for such reason¬ 
able collection costs, court costs, and 
attorney’s fees as may be approved by 
the Commissioner. 

(4) Reimbursement for premiums 
paid on any hazard insurance policies 
held on the property. 

(5) If payment is made in cash, an 
amount equivalent to the debenture 
interest which would have been earned 
as of the date insurance settlement oc¬ 
curs, except that when the lender fails 
to meet any one of the applicable re¬ 
quirements of H220.812, 220.820, and 
220.821 within the specified time (or 
within such further time as the Com¬ 
missioner may approve in writing), the 
debenture Interest shall be computed 
only to the date to which the particular 
action should have been taken or to 
which it was extended. 

(b) Method of payment. Payment of 
claim shall be made In the foHowing 
manner: 

(1) Payment in cash . Unless a writ¬ 
ten request for payment in debentures 
is filed with the application, payment 
shall be made In cash. 

(2) Optional payment in debentures. 
Payment shall be made In debentures 
upon filing a written request with the 
application. 

g 220.823 Qauxi compulation; items de¬ 
ducted. 

If the lender is to receive payment In 
cash, there shall be deducted from the 
total of the added Items in ! 220.822 the 
following: 

(a) Any balance of the loan not ad¬ 
vanced to the borrower: 

(b) Any cash held by the lender or 
its agents or to which it is entitled; in¬ 
cluding deposits made for the account 
of the borrower and which have not been 
applied in reduction of the principal 
obligation under the note and security 
instrument or instruments. 

§ 220.830 Debenture Interest rate- 

Debentures shall bear interest from the 
date of issue, payable semiannually on 


Debentures shall mature 10 years from 
the date of Issue. 

§ 220.834 Hegiitration of debenture*. 

Debentures shall be registered as to 
principal and interest. 

§ 220.836 Denomination of debenturc*. 

Debentures are available in denomi¬ 
nations Of $50. $100. $500. $1,000, $5,000. 
and $10,000. The Commissioner shall 
issue debentures in the largest available 
denominations unless otherwise re¬ 
quested by the lender. 

§ 220.838 Redemption of debenture*. 

Debentures shall, at the option of the 
Commissioner and with the approval of 
the Secretary of the Treasury, be re¬ 
deemable at par plus accrued Interest on 
any semiannual interest payment date on 
three months' notice of redemption given 
in such manner as the Commissioner 
shall prescribe. The debenture interest 
on the debentures caHed for redemption 
fthnh cease on the semiannual Interest 
date designated in the call notice. The 
Commissioner may include with the 
notice of redemption an offer to purchase 
the debentures at par plus accrued in¬ 
terest at any time during the period be¬ 
tween the notice of redemption and the 
redemption date. If the debentures are 
purchased by the Commissioner after 
such call and prior to the named redemp¬ 
tion date, the debenture interest shall 
cease on the date of purchase. 

8 220.840 I«»uc date of debenture*. 

The debentures shall be Issued as of 
the date of the execution of the assign¬ 
ment of the loan to the Commissioner. 

8 220.812 Caftli adjustment. 

Any difference of less than $50 be¬ 
tween the amount of debentures to be is¬ 
sued to the lender and the total amount 
of the lender's claim, as approved by 
the Commissioner, shall be adjusted by 
the issuance of a check in payment 
thereof. 

6 220.850 Alignment of Inuurrd loan*. 

<a) An insured loan may not be trans¬ 
ferred or pledged prior to the full dis¬ 
bursement of the loan, except with the 
prior written approval of the Commis¬ 
sioner which approval may be subject to 
such conditions and qualifications as the 
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Commissioner may prescribe. Sub¬ 
sequent to full disbursement such loan 
may be transferred only to a transferee 
who U a lender approved by the Com¬ 
missioner. Upon such transfer and the 
assumption by the transferee of all ob¬ 
ligations under the contract of Insurance 
the transferor shall be released from Its 
obligations under the contract of 
Insurance. 

ib> The contract of insurance shall 
terminate with respect to loans described 
In paragraph (a) of this section upon 


events: 

(1) The transfer or pledge of the In¬ 
sured loan to any person, firm, or cor¬ 
poration. public or private, other than 
an approved lender. 

<2) The disposal by a lender of any 
partial interest in the insured loan by 
means of a declaration of trust or by a 
participation or trust certificate or by 
any other device, unless with the prior 
written approval of the Commissioner, 
which approval may be subject to such 
conditions and qualifications as the 
Commissioner In his discretion may pre¬ 
scribe: Provided, That this paragraph 
shall not be applicable to any loan so 
long as it la held in a common trust fund 
maintained by a bank or trust company 
exclusively for the collective investment 
and reinvestment of moneys contributed 
thereto by the bank or trust company in 
Its capacity as a trustee, executor or ad¬ 
ministrator; and in conformity with the 
roles and regulations prevailing from 
time to time of the Board of Governors 
of the Federal Reserve System, pertain¬ 
ing to the collective Investment of trust 
funds: Provided further. That this para¬ 
graph shall not be applicable to any loan 
so long as it is held in a common trust 
estate adminstered by a bank or trust 
company which is subject to the inspec¬ 
tion and supervision of & governmental 
agency, exclusively for the benefit of 
other banking Institutions which are 
subject to the inspection and supervision 
of a governmental agency, and which 
are authorized by law to acquire bene¬ 
ficial interests in such common trust 
estate, nor to any loan transferred to 
euch a bank or trust company as trustee 
exclusively for the benefit of outstanding 
owners of undivided Interest in the trust 
wtate, under the terms of certificates 
Issued and sold more than three years 
prior to said transfer, by a corporation 
which is subject to the inspection and 
supervision of a governmental agency. 

PART 221—LOW COST AND MODER¬ 
ATE INCOME MORTGAGE INSUR¬ 
ANCE 

Siibporl A —Eligibility Requirement*—lew C»«t 
Horn#* 

Insusamcs Uxon 221(d)(9) 


8ml 

221*19 Eligibility limitations— two- to 
four-family resklen col • 

291 20 Minimum mortgage amount—loan- 
to-valu# limitation. 

221.21 Maximum mortgage amount—Um- 
1 tattoos on refinancing. 

Due date of mortgage. 

Maturity of mortgage. 

Beginning at payments on mort¬ 
gage. 

Disbursement of mortgage amount 
Amortization period of the mort¬ 
gage. 

Mortgage obligation in multiple*. 
Mortgagor*! minimum investment. 
Inclusion of cloning eeU and ex¬ 
penses in cash payment 
Deferred sale of properties. 

Insurant* Urmaa 221(h) 

221.60 Eligibility requirement for low tn- 
oome homeowners. 

iNSURANCS UKTKX 221(1) 

221.06 Eligibility requirements for low 
and moderate Income purchaser 
of family unit in condominium. 

Sabpaft B—Contract Right* and Obligation «— 
tow Cot* Hoatet 

221.261 Incorporation by reference. 

221.254 Mortgage insurance premiums, ad¬ 
justed mortgage Insurance pre¬ 
miums and voluntary termina¬ 
tion charges. 

231.256 Assignment option. 

221*266 Interest rats increase and payment 
of mortgage insurance premiums 
on mortgages under II 221.60 and 
and 221.65 

221*275 Method of paying Insurance 
benefits. 

221280 Waived title objections. 

8TKZSL Provisions Aptucasui Ojtit to 

Mostoaojes Imvocvzmo OoKDoatXNimc Units 

221500 Changes in plan of apartment 
ownership. 

221306 Condition of multlfamlly 
structure. 

221210 Assessment of taxes. 

221215 Cer ti fi c ate of tax assessment. 

271220 Certificate or statement of 

condition. 

221.325 Cancellation of hazard Insurance. 

Sebporf C—Eligibility f «qvlr*m*n H — Mod* rate 
Income PtojocH 

221 509 Application. 

221 60S Application for conditional commit¬ 
ment 

221 504 Application for firm commitment. 

221206 Inspection fee. 

221.506 Pass on increases. 

221.606a Combined fee—rehabilitation salsa 
mortgagor. 

221206b Transfer fen 

22X207 Refund of feee. 

221.506 Maximum fees and charges by 
mortgages. 

Coxxmccrr 

221200 Issuance of commitment. 

Wt Mnrwuiww^ 

221210 Eligible mortgagors. 


22125 
22120 
22129 

22126 
221.40 


the happening of either of the following 


291.46 

22120 

22124 


221.56 


22 **l Incorporation by reference. 

»12 Definition of displaced family. 

*312 Mortgage form. 

221.10 Maximum mortgage amount—dollar 

limitation. 

221.11 Increased mortgage amount— high 

oost areas. 


EbiantLs Mortuam 

221.511 Mortgage form. 

221212 Disbursement of the mortgage. 
221219 Mortgage Men. 

291214 Maximum mortgage amounts. 
291216 Adjusted mortgage amount—re¬ 
habilitation projects. 


Sec. 

391215 Maturity. 

221.617 Payment requirements. 

291216 Maximum interest rate 

221210 Mortgage to cover the entire prop¬ 
erty. 

291219a Mortgage release provisions. 

221.520 Covenant against liens. 

221.621 Covenant for hazard insurance. 

221 592 Accumulation of accruals. 

39! .633 Application of payments. 

221.524 Prepayment privileges. 

221226 Late charge. 

221226 Inru&nce of bonds secured by trust 
indenture. 

221227 Mortgagor's certificate of nondis¬ 
crimination and mortgage cove¬ 
nant regarding use of property. 

Elicdolk Mostoaokeb 

221.628 Qualification of lenders. 

SurzavtaxoM os Uorrooou 

221.629 Form of regulation by Commis¬ 

sioner. 

221260 Supervision applicable to all mort- 

gagora. 

221.691 Supervision applicable to general 

mortgagers. 

221232 Supervision applicable to limited 

distribution mortgagors. 

221 639 Supervision applicable to cooper¬ 
ative and investor sponsor mort¬ 

gagors. 

221.594 Supervision applicable to coopera¬ 
tive mortgagors. 

231235 Supervision applicable to investo*- 
sponsor mortgagors. 

221236a Supervision applicable to builder- 
seller mortgagors. 

Occur axct RsQumsnm 

221236 Occupancy requirements applicable 
to all mortgagors. 

221237 Additional occupancy require¬ 
ments; preferred purchasers or 
tenants. 

221238 Applicability of prevailing wage 
requirements. 

221299 Discrimination prohibited. 

Insurant* or Ahvancx* 

221240 Financial requirements. 

221241 Building loan agreement. 

231.649 Assurance of completion. 

Application or Net In cons 

291242a Accounting for net Income. 

221246 Advance amortization. 

Propirtt Rsquttxttxxrs 

221244 Eligibility of property. 

221246 Development of property. 

221246 Commercial and community facili¬ 
ties. 

231.646a Neighborhood characteristics. 

Cost Certdtcatiow Rmuxuioxn 

291247 Certification of cost requirements. 

221248 Form of contract. 

221.649 Certificate as to subcontracts. 

231260 Certificate of actual oost—content* 

In general. 

291250a Certificate of actual coat—builder's 
and sponsor's profit and rlsfi 
allowance. 

221261 Contractor's certification. 

221263 Records. 

221269 Certificate of public accountant. 

221254 Value of land. 

291255 Reduction In mortgage amount— 
new construction. 

291266 Reduction In mortgage amount— 
rehabilitation. 

991257 Requisites of agreement and certi¬ 
fication. 

221.666 Cost certification incontestable. 
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Ones* Eliotlx Mortgages 

See. 

221 £59 Eligibility of miscellaneous type 
mortgagee. 

221.550a Eligibility of mortgagee oor- 
ering housing In certain 
neighborhoods. 

221.559b Eligibility for Insuranoe under 
section 221 (J) of mortgage 11- 
axnctng purchase of existing 
project by cooperative. 

221 £60 Eligibility of refinanced mortgagee. 
221 501 Reinsurance of Commissioner -held 
mortgagee. 

Ttpls 

221.662 Eligibility of UUe. 

221.563 TlUe evidence. 

Extension or Tim* 

221 £64 Actions by Commissioner. 

221.749 Effect of amendments. 

SurbpaM 0—Contract Rights end Obligation*— 
Modorat* Income Projecti 

221.751 Incorporation by reference. 

221.755 First, second, and third premium. 

221.760 Adjusted premium and termination 

chargee. 

221.761 Forebeoronce relief. 

221.762 Payment of Insurance benefits. 

221.763 Special Insurance benefits—forbear¬ 

ance relief cases. 

221.770 Assignment option. 

221.775 Option period. 

221.780 Issuance of debentures. 

221.785 Date of maturity of debentures. 

221.790 Debenture Interest rate. 

Atnruoarrr: The provisions of this Part 221 
Issued under sec. 211. 62 8tat. 23, as amended, 
sec. 221. 68 8tat. 599. as amended; 12 U£0. 
1715b, 17151. 

Subpart A—Eligibility Require¬ 
ments—Low Cost Homes 

Insurance Under 221(d)(2) 

§ 221.1 Incorporation by reference. 

(a) All of the provisions of 8ubpart A, 
Part 203 of this chapter concerning eli¬ 
gibility requirements of mortgages cov¬ 
ering one- to four-family dwellings 
under section 203 of the National Hous¬ 
ing Act apply to mortgages on dwellings 
insured under section 221 of the Na¬ 
tional Housing Act except the following 
provisions: 

See. 

203.17 Mortgage provisions. 

208.18 Maximum mortgage amounts. 

208.19 Mortgagor's minimum Investment. 
203.28 Economic soundness of project. 
203.40 Location of property. 

203.42 Rental properties. 

203.50 et seq. Insured horns Improvement 
loans. 

(b) For the purposes of this subpart 
all references in Part 203 of this chapter 
to section 203 of the Act shall be con¬ 
strued to refer to section 221 of the Act. 

$22U Definition of displaced family. 

As used in this subpart, the term •'dis¬ 
placed family" shall mean a family dis¬ 
placed from an urban renewal area, or as 
a result of governmental action, or as a 
result of a disaster determined by the 
President to be a major disaster. 

6 221.5 Mortgage form. 

The mortgage shall be executed upon 
a form approved by the Commissioner for 


use in the Jurisdiction In which the prop¬ 
erty covered by the mortgage Is situated 
and shall be a first Hen upon property 
that conforms with property standards 
prescribed by the Commissioner. 

§ 221.10 Maximum mortgage amount— 
dollar limitation. 

A mortgage executed by a mortgagor 
who is an occupant of the property shall 
not exceed: 

(a) $18,000 for a one-family residence, 
except that such amount may be in¬ 
creased to $21,000 In the case of a family 
with five or more persons. 

(b) $24,000 for a two-family residence. 

(c) $32,400 for a three-family resi¬ 
dence. 

(d) $39,600 for a four-family resi¬ 
dence. 

§221.11 Increased mortgage amount— 
high cost areas. 

In any geographical area where the 
Commissioner finds cost levels so require, 
the Commissioner may increase the dol¬ 
lar amount limitations set forth in 
9 221.10 to amounts not to exceed: 

(a) $21,000 for a one-family residence, 
except that such amount may be in¬ 
creased to $24,000 in the case of a family 
with five or more persons. 

tb) $30,000 for a two-family residence. 

(c) $38,400 for a three-family resi¬ 
dence. 

(d) $45,600 for a four-family resi¬ 
dence. 

§ 221.12 Eligibility limitations—two- to 
four-family rwidencc*. 

A mortgage secured by property upon 
which there Is located a dwelling de¬ 
signed principally for a two-, three-, or 
four-family residence shall not be eUgt- 
ble for insurance under this section un¬ 
less one of the dwelUng units Is occupied 
by the mortgagor. 

§ 221.20 Maximum mortgage amount— 
loan-to-value limitation. 

In addition to meeting the dollar limi¬ 
tations as set forth in this subpart, the 
mortgage amount shall be limited as 
foUows: 

(a) Occupant mortgagors . (1) When 
the mortgagor Is the occupant of the 
property, the mortgage shall not exceed: 

(1) The Commissioner's estimate of 
the appraised value of the property as 
of the date the mortgage is accepted for 
Insurance, where repair and rehabilita¬ 
tion Is not involved; or 

<il> In the case of rehobUltation. the 
amount of the mortgage shall not exceed 
the sum of the estimated cost of repair 
and rehabilitation and the Commis¬ 
sioner's estimate of the value of the 
property before repair and rehabilita¬ 
tion. 

(2) The limitations in subparagraph 
(1) of this paragraph arc appUcable 
only if: 

(1) The appUcation for insurance is 
for the construction of a proposed dwell¬ 
ing which Is approved for mortgage in¬ 
surance prior to the beginning of con¬ 
struction; or 


(ID Construction was completed more 
than 1 year preceding the date of the 
appUcation for insurance; or 

(ill) The dwelling was approved for 
guaranty, Insurance, or direct loan by 
the Administrator of Veterans Affairs 
prior to the beginning of construction. 

(3) If the conditions of subparagraph 
(2) are not met, the amount of the mort¬ 
gage shall not exceed 90 percent of the 
amount computed under subparagraph 
(1) of this paragraph. 

(b) Nonoccupant mortgagors. If the 
property is to be built or acquired and 
rehablUtated for sale and the insured 
mortgage financing Is required to facili¬ 
tate the construction or the repair or 
rehabilitation of the dwelling and pro¬ 
vide financing pending the subsequent 
sale thereof to a qualified owner-occu¬ 
pant, 85 percent of the amount com¬ 
puted under paragraph (a) or 85 percent 
of the value of the property, whichever 
is the lesser, as of the date the mortgage 
is accepted for insurance, if the mort¬ 
gagor is not the occupant. 

§ 221.21 Maximum mortgage amount— 
limitations on refinancing. 

In addition to the Hmitations set forth 
in 8S 221.10, 221.11, and 221.20, In any 
case involving refinancing, the mortgage 
shall not exceed the estimated cost of 
repair and rehabilitation and the 
amount, as determined by the Commis¬ 
sioner. required to refinance the exist¬ 
ing indebtedness secured by the property 

§ 221.25 Dor date of mortgage. 

The mortgage shall come due on the 
first day of the month. 

§ 221.30 Maturity of mortgage. 

(a) The mortgage shall provide for 
complete amortization not to exceed 30 
years from the date of the beginning of 
amortization of the mortgage, except 
that such maturity may be 35 or 40 years 
in the following instances: 

(1) In the case of a displaced family. 
If it U determined by the Commissions: 
that the mortgagor is not able to make 
the required payments under a mortgage 
having a shorter amortization period. 

(2) In the case of any other mort¬ 
gagor, if It is determined by the Com¬ 
missioner that the mortgagor is an owner 
occupant of the property and is not able 
to make the required payments under a 
mortgage having a shorter amortization 
period, and the dwelUng: 

(1) Was approved for mortgage in¬ 
surance by the Commissioner prior to the 
beginning of construction or approved 
for guaranty, insurance, or direct loan 
by the Administrator of Veterans* Affairs 
prior to such amortization; and 

(ii> Was Inspected by the FHA and 
found to have been completed in com¬ 
pliance with the terms of the FHA com¬ 
mitment. or inspected by the VA and 
found to have been completed In com¬ 
pliance with the terms of the VA 
Certificate of Reasonable Value. 

(b) No mortgage shall have a maturity 
exceeding three-quarters of the Commis¬ 
sioner's estimate of the remaining eco¬ 
nomic life of the bull ding Improvements 
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$ 221.32 Beginning of payment* on 
mortgage. 

The mortgage shall provide for pay- 
monts to principal and Interest to begin 
not later than the first day of the month 
following GO days from the date the 
mortgagee's certificate on the commit¬ 
ment was executed. 

g 221.35 DUtburocmrot of mortgage 
amoant. 

The entire principal amount of the 
mortgage shall be disbursed to the mort¬ 
gagor or his creditors for the mortgagor's 
account and with his consent. 

g 221.40 Amortization period of the 
mortgage. 

The amortization period of the mort¬ 
gage shall be either 10. 15. 20. 25. 30, 35, 
or 40 years by providing for either 120, 
180, 240, 300. 360, 420, or 480 monthly 
amortisation payments. 

5 221.45 Mortgage obligation in multi¬ 
ple*. 

The mortgage shall involve a principal 
obligation in multiples of $50. 

$ 221.50 Mortgagor'* minimum invest¬ 
ment. 

At the time a mortgage is insured, the 
mortgagor shall have paid, in cash or its 
equivalent, on account of the property 
at least 3 percent of the Commissioner’s 
estimate of Its acquisition cost, except 
where the mortgagor Is a displaced 
family. A mortgagor qualifying as a dis¬ 
placed family shall have paid in cash 
or Its equivalent on account of the prop¬ 
erty. at the time the mortgage Is insured; 
not less than: 

(a) $200 for a one-family dwelling: 

(b) $400 for a two-family dwelling: 

(c) $600 for a three-family dwelling; 

(d> $800 for a four-family dwelling; 

$221.54 Inclusion of closing co«u and 
espenoe* in cash payment. 

The mortgagor's required minimum in¬ 
vestment may include amounts covering 
settlement costs, initial payments for 
taxes, hazard insurance premiums, mort¬ 
gage insurance premiums, and other pre¬ 
paid expenses as approved by the 
Commissioner. 

9 221.55 Deferred male of propertiea. 

A mortgagor under a mortgage cover¬ 
ing a one-family dwelling may, subject 
to such terms and conditions as the 
Commissioner may prescribe, be per¬ 
mitted to sell the property to a displaced 
person on a deferred payment basis, to 
provide for the accumulation of the re¬ 
quired cash payment. 

Insurance Under 221(h) 

$221.60 Eligibility requirement* for 
low Income homeowner*. 

(a) Application of subpart to section 
221(h). Except as provided in this sec¬ 
tion, all of the provisions of this subpart 
*^*11 apply to the Insurance of a home 
mortgage under section 221(h) of the 
National Housing Act. 
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tb) Definitions. As used In this sec¬ 
tion. the following terms shall have the 
meaning indicated: 

(1) "Single family dwelling" Includes 
a two family dwelling In which one of 
the units is occupied by the owner. 

(2) "Assessment.** when used In 
a mortgage covering a one family unit 
in a condominium project (except where 
the term refers to assessments and 
charges by the association of owners) 
means special assessments by state or 
local governmental agencies, districts, or 
other public taxing or assessing bodies. 

(c) Types of transactions. The mort¬ 
gage shall involve one of the following 
types of transactions: 

(1) The financing of the purchase of 
a rehabilitated single family dwelling or 
a rehabilitated one family unit in a con¬ 
dominium project from a nonprofit 
mortgagor by a low Income purchaser. 

(2) The rehabilitation or improvement 
and refinancing of a single family 
dwelling owned and occupied by a mort¬ 
gagor who has purchased the dwelling 
from a nonprofit organization that is 
engaged In purchasing, rehabilitating 
and selling substandard housing. 

(d) Application and commitment ex¬ 
tension fees. The mortgagee shall not be 
required to pay an application fee or a 
commitment extension fee. if the mort¬ 
gage Is financing the purchase of prop¬ 
erty from a nonprofit mortgagor that has 
paid the applicable fees required by 
I 221.506a In connection with a project 
mortgage covering the same property. 
Such fees shall be paid, where applicable. 
In connection with a mortgage involving 
the rehabilitation or improvement and 
refinancing of property owned by the 
mortgagor. 

<e> Income Qualifications. To qualify 
under this section, the mortgagor's In¬ 
come shall be approved by the Commis¬ 
sioner as meeting the requirements of 
section 221(h) of the Act. 

(f) Maximum mortgage amount. The 
mortgage shall Involve a principal obli¬ 
gation In an amount not exceeding that 
portion of the unpaid balance of the 
project mortgage which is allocable to 
the dwelling being purchased. 

(g) Mortgage maturity. The mortgage 
shall be limited to a term not exceeding 
the term of the project mortgage re¬ 
maining at the time of the purchase. 

<h) Mortgagor's minimum investment. 
At the time the mortgage is insured, the 
mortgagor shall have paid on account 
of property at the time of purchase or at 
the time of rehabilitation or improve¬ 
ment and refinancing, as applicable, not 
less than $200 (in cash or Its equivalent) 
all or any part of which may be applied 
In payment of closing costs. 

(4> Mortgage interest rate. Cl) The 
mortgage shall initially bear Interest at 
tho rate of 1 percent, 2 percent or 3 per¬ 
cent per annum depending upon the In¬ 
come of the mortgagor. The 3 percent In¬ 
terest rate shall apply If 20 percent of 
the mortgagor's annual family Income Is 
sufficient to make mortgage payments of 
principal, Interest, taxes, and Insurance 
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at the 3 percent rate. If 20 percent of the 
mortgagor’s annual family income is in¬ 
sufficient to make such mortgage pay¬ 
ments at the 3 percent rate, but is suf¬ 
ficient to make such payments at a 2 
percent rate, then the Interest rate shall 
initially be 2 percent per annum. If 20 
percent of the mortgagor's annual family 
income is Insufficient to make such mort¬ 
gage payments at 2 percent, then the 
Interest rate shall initially be 1 percent 
per annum. 

(2) The mortgage shall provide that 
if the initial interest rate is set at 1 
percent, the rate will be Increased to 2 
percent when the mortgagee determines 
that 20 percent of the family Income of 
the mortgagor is sufficient to make mort¬ 
gage payments of principal, interest, 
taxes, and insurance at the 2 percent 
rate, and to 3 percent when the mort¬ 
gagee determines that 20 percent of the 
mortgagor's income is sufficient to make 
such mortgage payments at the 3 percent 
rate. The mortgage shall also provide 
for comparable Increase to a 3 percent 
interest rate if the mortgage initially 
bears interest at 2 percent. 

(3) The mortgage shall provide that if 
the rate of Interest is increased, such rate 
shall not thereafter be decreased. 

(4) In determining the mortgagor's 
family income, for the purpose of the 20 
percent requirement specified In sub- 
paragraph (1) of this paragraph, there 
shall be deducted an amount equal to 
$300 for each person under 21 who Is a 
member of the immediate family and 
living with such family; and the eAm- 
ings of the person under 21 shall not be 
Included in family income. 

(J) Interest rate increase — discontin¬ 
uance of occupancy. The mortgage shall 
provide that If the mortgagor does not 
continue to occupy the property, the In¬ 
terest rate shall Increase to the maximum 
rate in effect under this subpart at the 
time the commitment for insurance was 
Issued on the project mortgage (where 
the mortgage finances the purchase of 
the property from a nonprofit mort¬ 
gagor) or on the Individual mortgage 
(where the mortgage finances the re¬ 
habilitation or Improvement and refi¬ 
nancing of property owned by the mort¬ 
gagor) . If the property is sold to one of 
the following purchasers, the increase in 
Interest rate shall not be required: 

(1) A nonprofit organization which 
has been engaged in purchasing and re¬ 
habilitating deteriorating and substand¬ 
ard housing with financing provided 
pursuant to section 221(h) of the Na¬ 
tional Housing Act. except that the sale 
must be to the same nonprofit organiza¬ 
tion from which the unit was purchased 
if the mortgage finances such purchase. 

(2) A public housing agency under the 
UH. Housing Act of 1937 having Juris¬ 
diction over the area where the dwelling 
is located. 

(3) A low Income purchaser meeting 
the income requirements of section 221 

(h) of the Act. 

(k) Mortgage requirements—purchase 
from nonprofit. Where the mortgage is 
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financing the purchase of the property 
from a nonprofit mortgagor, the mort¬ 
gage shall comply with each of the fol¬ 
lowing requirements: 

(1) It shall involve a principal obli¬ 
gation In an amount not exceeding that 
portion of the unpaid balance of the 
project mortgage which is allocable to 
the dwelling being purchased. 

(2) It shall be limited to a term not 
exceeding the term of project mortgage 
remaining at the time of the purchase. 

(1) Property requirements—purchase 
of condominium unit Where the prop¬ 
erty being purchased from a nonprofit 
mortgagor involves a one-family unit 
In a condominium project, the following 
additional requirements shall be met: 

(1) Plan of apartment ownership. The 
project in which the family unit is lo¬ 
cated shall have been committed to a 
plan of apartment ownership by ena¬ 
bling deed, deed of constitution, public 
deed, or other recorded Instrument which 
has been approved by the Commissioner 
prior to its execution, and which is certi¬ 
fied by the mortgagee as acceptable and 
binding within the Jurisdiction where 
the project Is located. 

(2) Certificate by mortgage. The 
mortgagee shall certify as to each of the 
following: 

<!) That the individual deed for the 
family unit to be covered by an FHA- 
Insurcd mortgage complies with all legal 
requirements of the Jurisdiction end that 
ownership thereunder is subject to the 
plan of apartment ownership. 

(li) That the mortgagor has good and 
marketable title to the family unit sub¬ 
ject only to the mortgage which Is a valid 
first lien on the property. 

(Ill) That the family unit is assessed 
and subject to assessment for taxes per¬ 
taining to the unit. 

(3) FHA controls for consumer and 
public interest. The Commissioner may 
require the execution of a regulatory 
agreement which shall be made appli¬ 
cable to any association or cooperative of 
owners and to any subsequent owner of 
a family unit. The Commissioner may 
Impose such additional conditions and 
provisions as he deems necessary for the 
protection of the consumer and publie 
Interest 

(4) Project mortgage certification. 
The project mortgagee shall certify that, 
without regard to any provisions that 
may be contained In the mortgage re¬ 
lating to prepayment no charge Is con¬ 
templated or has been collected for the 

. prepayment in full of the project 
mortgage. 

(5) Mortgage covenant concerning 
common expenses and assessments. The 
mortgage presented for insurance shall 
contain a covenant by the mortgagor to 
pay the allocated share of the common 
expenses or assessments and charges by 
the Association of Owners as provided In 
the Plan of Apartment Ownership and 
a provision approved by the Commis¬ 
sioner by which the regulatory agree¬ 
ment Is Incorporated in and made a part 
of the mortgage. 
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IxsntAXCE Under 221(1) 

g 221.65 Eligibility requirement* for 
low and mode rale Income purchaser 
of family unit in condominium. 

(a) Incorporation by reference. Except 
as provided In this section, all of the pro¬ 
visions of this subpart shall apply to the 
insurance of a mortgage under section 
221(1) of the National Housing Act 
covering the purchase of a family unit 
in a condominium by a low or moderate 
income mortgagor. 

<b) Purchaser qualifications. To qual¬ 
ify as a mortgagor, the purchaser 
shall be approved by the Commissioner 
as having an income within the limits 
prescribed for occupants in projects 
financed with a below market interest 
rate mortgage insured pursuant to 
fi 221.501 etseq. 

(c) Application and commitment fees. 
A mortgagee shall not be required to pay 
an application tee or a commitment 
extension fee if the mortgagor is pur¬ 
chasing the family unit in connection 
with the initial conversion to condomin¬ 
ium ownership of a project financed 
with a mortgage insured pursuant to 
H 221.501 et seq. 

<d> Mortgage requirements. The 
mortgage shall comply with the follow¬ 
ing requirements: 

(1) It shall involve a principal obliga¬ 
tion in an amount not exceeding 97 per¬ 
cent of the Commissioner’s appraised 
value of the family unit, including the 
mortgagor’s interest in the common 
areas and facilities, as of the date the 
mortgage is accepted for insurance. 

(2) It shall bear interest at the below 
market rate In effect under f 221.518(b) 
at the time of the Issuance of the com¬ 
mitment. 

(3) It shall provide for complete 
amortization within 40 years from the be¬ 
ginning of amortization or within three- 
quarters of the Commissioner's estimate 
of the economic life of the building im¬ 
provements, whichever period is the 
lesser. 

(4) It shall provide that If the mort¬ 
gagor does not continue to occupy the 
property, the interest rate shall increase 
to the maximum rate In effect under this 
subpart at the time the commitment for 
insurance was Issued on the project 
mortgage, except that the Increase in in¬ 
terest rate shall not be applicable if the 
property Is sold to one of the following 
purchasers: 

(!) A nonprofit organization approved 
by the Commissioner. 

(11) A low or moderate Income pur¬ 
chaser meeting the requirements of para¬ 
graph (b) of this section. 

(5) It shall initially bear Interest at 
the rate of 3 percent, 4 percent. 5 per¬ 
cent or 6 percent per annum, depending 
upon the income of the mortgagor. The 
interest rate shall be established at the 
highest of such percentages os the 
mortgagor will be able to pay using 20 
percent of his annual family income. A 
provision shall be included in the mort¬ 
gage to require that If the mortgagee 


determines that 20 percent of the mort - 
gagor's annual family Income is suffi¬ 
cient to make mortgage payments at a 
greater interest rate than initially estab¬ 
lished. the interest rate shall be increased 
in I percent increments up to 6 percent 
per annum with any additional incre¬ 
ment increasing the interest up to the 
maximum rate permitted under this sub¬ 
part at the time the commitment was 
Issued for the insurance of the mortgage 
pursuant to this subpart. In determining 
the mortgagor’s family income, ther* 
shall be deducted An amount equal to 
$300 for each minor person who is a 
member of the immediate family and 
living with such family; and the earn¬ 
ings of the minor person shall not be 
included In family income. 

(8) It shal provide that if the rate of 
interest is increased, such rate shall not 
thereafter be decreased. 

(e) Family unit price. The price, in¬ 
cluding closing costs, for which the fam¬ 
ily unit is sold to the mortgagor ahsl! 
not exceed the Commissioner's appraised 
value. 

(f) Downpayment by mortgagor. At 
the time the mortgage is insured, the 
mortgagor shall have paid on account of 
the property not less than 3 percent of 
the acquisition cost, in cash or its equiv¬ 
alent, all or part of which may be applied 
in payment of closing costs. 

(g) raabWng instrument. The family 
unit shall have been committed to a plan 
of apartment ownership by enablinr 
deed, deed of constitution, public deed or 
other recorded Instrument which has 
been approved by the Commissioner prior 
to Its execution, and which Is certified by 
the mortgagee as acceptable and binding 
within the Jurisdiction where the proj¬ 
ect is located. 

(h> Certificate of mortgagee. The 
mortgagee shall certify as to each of the 
following: 

(1) That the individual deed for the 
family unit to be covered by an FHA-in- 
sured mortgage complies with all legu: 
requirements of the jurisdiction and that 
ownership thereunder Is subject to the 
plan of apartment ownership. 

(2) That the mortgagor has good mar¬ 
ketable title to the family unit subject 
only to the mortgage which is a valid 
first lien on the property. 

(3) That the family unit is assessed 
and subject to assessment for taxes per¬ 
taining to the unit. 

(!) Regulatory agreement and condi¬ 
tions. Hie Commissioner may require the 
execution of a regulatory agreement 
which shall be made applicable to any 
association or cooperative of owners and 
to any subsequent owner of a family unit 
The Commissioner may impose such ad¬ 
ditional conditions and provisions as he 
deems necessary for the protection of the 
consumer and public interest. 

(J) No prepayment charge. The proj¬ 
ect mortgagee shall certify that, without 
regard to any provisions that may be con¬ 
tained in the mortgage relating to pre¬ 
payment. no charge is contemplated or 
has been collected for the prepayment in 
full of the project mortgage. 
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(k) Payment of common expenses. 
The mortgage presented for insurance 
shall contain a covenant by the mort¬ 
gagor to pay the allocated share of the 
common expenses or assessments and 
charges by the Association of Owners as 
provided in the Plan of Apartment Own¬ 
ership and a provision approved by the 
Commissioner by which the regulatory 
agreement is Incorporated in and made 
a part of the mortgage. 

<1) Definition of assessment. As used 
in the mortgage, the term "assessment/* 
except where it refers to assessments and 
charges by the Association of Owners, 
shall be defined to mean "special assess¬ 
ments by state or local governmental 
agencies, districts or other public taxing 
or assessing bodies." 

Subpart B—Contract Right* and 
Obligations—Low Cost Homes 
S 221*251 Incorporation by reference. 

(a) All of the provisions of Subpart 
B, Part 203 of this chapter covering 
mortgages insured under section 203 of 
the National Housing Act apply to mort¬ 
gages covering one- to four-family 
dwellings Insured under section 221 of 
the National Housing Act, except the 
following provisions: 

Soc. 

203 260 Method of payment of MIT 
203.261 Calculation of MIP 

203.265 Amount of Initial MIP 

203.266 Due date of initial MIP. 

203 267 Period covered by Initial MIP 
203 268 Adjustment of initial MIP. 

206260 Pro rata payment of Initial MTP 

203.275 Amount of annual Mrp 

203.276 Due date of annua! MIP. 

203 277 Duration of annual Mil*. 

203278 Pro rata payment of annual MIP 
203285 Computation of adjusted premium. 
203286 Maximum adjusted MTP. 

203287 Prepayments excepted from ad¬ 
justed premium charge. 

203.205 Voluntary termination of insurance 
203226 Computation of voluntary termina¬ 
tion charge. 

203.297 Maximum voluntary termination 
charge. 

203298 Exception from voluntary termi¬ 
nation charge 

203 389 Waived title objections. 

203 400 Method of payment. 

203 420 Nature of Mutual Mortgage Insur¬ 
ance Fund. 

203 421 Allocation of Mutual Mortgage In¬ 
surance Fund Income or loss. 

203.422 Right and liability under Mutual 

Mortgngo Insurance Fund. 

203.423 Distribution of distributive shares. 
203 424 Maximum amount of distributive 

shares. 

203.425 Finality of determination. 

(b) For the purposes of this subpart, 
all references In Part 203 of this chapter 
to section 203 of the act shall be con¬ 
strued to refer to section 221 of the act, 
and all references to the Mutual Mort¬ 
gage Insurance Fund shall be construed 
to refer to the General Insurance Fund. 

§ 221.254 Mortgage Insurance premi¬ 
ums, adjusted mortgage insurance 
premiums, and voluntary termination 
charges. 

<a) All of the provisions of 91 203.260 
through 203.298 of this chapter relating 
to mortgage insurance premiums, ad- 
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Justed mortgage Insurance premiums, 
and voluntary termination charges shall 
apply to mortgages insured under this 
subpart, except that as to mortgages 
meeting the special requirements of 
9 221.60 or 9 221.65, such provisions shall 
only be applicable under the circum¬ 
stances prescribed in paragraph (b) of 
this section. 

(b> Whenever the Interest rate on a 
mortgage Insured under this part as 
having met the special requirement of 
9 221.60 or 5 221.65 shall have been in¬ 
creased to the maximum rate in accord¬ 
ance with 5 221.60(J), 9 221.65(d)(4) 
or 9 221.65(d)(5), the provisions of 
19 203.260 through 203 298 of this chap¬ 
ter relating to mortgage insurance pre¬ 
miums. adjusted mortgage insurance 
premiums, and voluntary termination 
charges shall apply, except that: 

(1) References to the original prin¬ 
cipal amount shAll be construed as the 
scheduled unpaid principal balance, 
without taking Into account delinquent 
payments or prepayments, on the date of 
the change in Interest rate required un¬ 
der the mortgage. 

(2) References to the date of the issu¬ 
ance of a Mortgage Insurance Certificate 
or the date of the endorsement of the 
credit instrument or the date the insur¬ 
ance becomes effective shall be construed 
as the date of the change in interest re¬ 
quired under the mortgage. 

(3> References to the first year of 
amortization under the mortgage shall be 
construed as the period beginning on the 
date of the change in Interest rate re¬ 
quired under the mortgage and ending 
on the next anniversary of the beginning 
of amortization. 

<4> References to the 120th scheduled 
monthly payment shall be construed as 
the 120th scheduled monthly payment 
following the effective date of the change 
In Interest rate required under the 
mortgage. 

§ 221.255 Assignment option, 

(a) The mortgagee has the option to 
assign, transfer and deliver to the Com¬ 
missioner the original credit instrument 
and the Insured mortgage securing the 
same, provided such mortgage is not In 
default at the expiration of 20 years 
from the date it was endorsed for insur¬ 
ance. When such option has been ex¬ 
ercised, the obligation of the mortgagee 
to pay the premium charges shall cease. 

<b) The mortgagee may exercise its 
assignment option within 1 year follow¬ 
ing the twentieth anniversary of the date 
the mortgage was endorsed for Insur¬ 
ance. 

(c) Upon the exercise of the assign¬ 
ment option the Commissioner shall 
Issue to the assignor mortgagee deben¬ 
tures having a total face value equal to 
the amount of the original principal 
obligation of the mortgage which w f as 
unpaid on the date of the assignment, 
plus accrued interest to such date. 

(d) The debentures issued pursuant to 
the exercise of an assignment option 
shall be dated as of the date the mort¬ 
gage 1 a assigned to the Commissioner 
and shall mature 10 years after such 
date. 
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(e) The debentures issued pursuant to 
the exercise of an assignment option 
shall bear interest at the "going Fedora 1 
rate” at date of Issuance. The "going 
Federal rate" means the annual rate of 
Interest specified by the Secretary of 
the Treasury as applicable to the 6- 
month period which Includes the Issu¬ 
ance date of the debentures. The Sec¬ 
retary of the Treasury shall determine 
thla applicable rate by estimating the av¬ 
erage yield to maturity, on the basis of 
daily closing market bid quotations or 
prices during tlie month of May or the 
month of November, as the case may be. 
next preceding such 6-month period, on 
all outstanding marketable obligations of 
the United States having a maturity date 
of 8 to 12 years from the first day of May 
or November, as the case may be. If 
there should be no outstanding market¬ 
able obligations of the United States 
having the 8 to 12 year maturity at the 
time the Secretary of the Treasury Is re¬ 
quired to determine the debenture rate 
involved, the obligation next shorter 
than 8 years and the obligation next 
longer than 12 years respectively, shall 
boused. 

(f) Debentures shall bear interest from 
the date of issue, payable semiannually 
on the first day of January and the first 
day of July of each year at the rate in 
effect on the issue date, a date which 
shall be established as provided In 9 203.- 
410 of this chapter The interest rate 
shall be established by the Commissioner 
In an amount not In excess of the an¬ 
nual rate of interest which the Secretary 
of the Treasury shall specify as appli¬ 
cable to the 6-month period (consisting 
of January through June, or July 
through December) which includes the 
issuance date of such debentures, which 
applicable rate for each 6-month period 
shall be determined by the Secretary of 
the Treasury, at the request of the Com¬ 
missioner. by estimating the average 
yield to maturity, on the basis of daily 
closing market bid quotations or prices 
during the calendar month next preced¬ 
ing the establishment of such rate of in¬ 
terest. on all outstanding marketable 
obligations of the United States having 
a maturity date of 15 years or more from 
the first day of such next preceding 
month, and by adjusting such estimated 
average annual yield to the nearest one- 
eighth of 1 per centum. 

§ 221.256 Interest rate increane and pay. 
m^nt of mortgage in*urnnre prr. 
mi uni* on mortgages under §§ 221.60 
and 221.65. 

(a) Where a mortgage meets the 
special requirements of 9 221.60 or 221.65. 
the following procedures are applicable: 

(1) The mortgagee shall determine, 
at least biennially, whether the mort¬ 
gagor has continued to occupy the prop¬ 
erty securing the mortgage. If the 
mortgagee determines that the mort¬ 
gagor is not occupying the property or 
that the mortgagor has sold the 
property subject to the mortgage to a 
purchaser not qualifying under the pro¬ 
visions of 9 221.60(h) or 1221.65(d)(4) 
(as appropriate) for the continuation of 
a below market interest rate, interest 
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on such mortgage shall be computed by 
the mortgagee at the highest rate per¬ 
missible under the mortgage. The com¬ 
putation at the higher rate shall be 
effective from the first day of the month 
following the month In which the right 
to collect Interest at the Increased rate 
first accrued, as determined by the 
mortgagee. 

(2) The mortgagee shall determine 
the mortgagor’s family Income, at least 
biennially, and shall increase the mort¬ 
gage interest pursuant to the require¬ 
ments of H 221.60(g) and 221.65(d)(6). 
as appropriate, to comply with the re¬ 
quirements of such sections. The com¬ 
putation at the higher rate shall be effec¬ 
tive from the first day of the month 
following the month In which the mort¬ 
gagee determines that the mortgagor's 
family Income was Increased. 

<b) The mortgagee shall notify the 
Commissioner, on a form prescribed by 
the Commissioner, within 30 days of 
making the determination of the right 
to compute interest at the higher rate, 
as provided in paragraph (a) of this 
section, of: 

(1) The date on which such right first 
accrued, and 

(2) The outstanding principal balance 
of the mortgage on the first day of the 
month following the date on which such 
right first accrued. 

(c) The liability for payment cf mort¬ 
gage insurance premiums, adjusted 
mortgage insurance premiums, and vol¬ 
untary termination charges, if any. shall 
begin on and be computed from the first 
day of the month following the date on 
which the right to compute interest at 
the higher rate shall have first accrued. 

§ 221.275 Method of paying insurance 
benefits. 

If the application for Insurance bene¬ 
fits Is acceptable to the Commlsloncr. all 
of the insurance claim shall be paid In 
cash unless the mortgagee files a written 
request with the application for pay¬ 
ment In debentures. If such a request 
Is made, all of the claim shall be paid 
by Issuing debentures and by making 
a cash payment adjusting any differ¬ 
ences between the total amount of the 
claim and the amount of the debentures 
Issued. 

§ 221.280 Waived title objection*. 

(a) General provisions. All of the 
provisions of i 203.389 of this chapter 
(relating to the waiter by the Commis¬ 
sioner of objections to title) shall apply 
to mortgages Insured under this subpart, 
with the exception of mortgages involv¬ 
ing condominium units. 

(b) Provisions applicable to condo¬ 
minium units . Where the mortgage in¬ 
volves a condominium unit, the Commis¬ 
sioner shall not object to title by reason 
of the following matters: 

(1) Violations of a restriction based on 
race, color, or creed, even where such 
restriction provides for a penalty of 
reversion or forfeiture of title or a lien 
for liquidated damage. 

(2) Easements for public utilities 
along one or more of the property lines, 
provided the exercise of the rights there¬ 


under do not Interfere with any of the 
buildings or improvements located on 
the subject property. 

(3) Encroachments on the subject 
property by Improvements on adjoining 
property, provided such encroachments 
do not interfere with the use of any Im¬ 
provements on the subject property. 

(4) Variations between the length of 
the subject property lines as shown on 
the application for insurance and as 
shown by the record or possession lines, 
provided such variations do not interfere 
with the use of any of the Improvements 
on the subject property. 

(5) Customary buildings or use re¬ 
strictions for breach of which there is no 
reversion and which have not been vio¬ 
lated to a material extent. 

Special Provisions Applicable Only to 

Mortgages Involving Cownomnmt 

Units 

§ 221.300 Change* in the plan of apart¬ 
ment ownerabip. 

The mortgagee shall notify the Com¬ 
missioner of any changes In the plan of 
apartment ownership and In the admin¬ 
istration of the property. 8uch notifica¬ 
tion shall be given either at the time of 
the conveyance of the property or at the 
time of the assignment of the mortgage. 
Any changes in such plan shall require 
approval by the Commissioner, 
g 221.305 Condition of the multi family 
stru cture* 

(a) When a family unit is conveyed or 
a mortgage Is assigned to the Commis¬ 
sioner, the family unit and the common 
areas and facilities (Including restricted 
common areas and facilities) designated 
for the particular unit shall be undam¬ 
aged by fire, earthquake, tornado, or 
boiler explosion, except If the property 
has been damaged, either of the follow¬ 
ing actions shall be taken: 

(1) The property may be repaired 
prior to Its conveyance or prior to the 
assignment of the mortgage to the 
Commissioner. 

(2) With the prior approval of the 
Commissioner, the property may be con¬ 
veyed or the mortgage assigned to the 
Commissioner without repairing the 
damage. In such Instances, the Commis¬ 
sioner shall deduct from the Insurance 
benefits either hla estimate of the de¬ 
crease in value of the family unit or the 
amount of any Insurance recovery re¬ 
ceived by the mortgagee, whichever is 
the greater. 

(b) If the property has been damaged 
by fire and such property was not covered 
by fire Insurance at the time of the dam¬ 
age. the mortgagee may convey the prop¬ 
erty or assign the mortgage to the Com¬ 
missioner without deduction from the In¬ 
surance benefits for any loss occasioned 
by such fire If the following conditions 
are met: 

(1) The property shall have been cov¬ 
ered by fire Insurance at the time the 
mortgage was insured. 

(2) Tho fire insurance shall have been 
later cancelled or renewal shall have 
been refused by the insuring company. 

(3) The mortgagee shall have notified 
the Commissioner within 30 days (or 


within such further time as the Com¬ 
missioner may approve) of the cancella¬ 
tion of the fire Insurance or of the refusal 
of the insuring company to renew the 
fire Insurance. This notification ahai: 
have been accompanied by a certification 
of the mortgagee that diligent effort! 
were made, but it was unable to obtain 
fire Insurance coverage at reasonably 
competitive rates and that It will con¬ 
tinue Its efforts to obtain adequate fire 
Insurance coverage at competitive rates 

§ 221.310 Aifcwmrnl of taxe*. 

When a family unit Is conveyed to the 
Commissioner or a mortgage Is assigned 
to the Commissioner, the unit shall be 
assessed and subject to assessment for 
taxes pertaining only to that unit. 

g 221.315 Certificate of tax a**e*»ment. 

The mortgagee shall certify, as of the 
date of filing for record of the deed or 
assignment of the mortgage to the Com¬ 
missioner. that the family unit Is as¬ 
sessed and subject to assessment for 
taxes pertaining to that unit. 

§221.320 Certificate or Matemcnt of 
condition. 

(a) At the time of the assignment of 
the mortgage or conveyance of the prop¬ 
erty to the Commissioner, the mort¬ 
gagee shall, as of the date of the filing 
for record of the deed or assignment. 

(1) Certify that the conditions of 
I 221.305(a) have been met; or 

(2) Submit a statement describing 
any such damage that may still exist. 

(b) In the absence of evidence to the 
contrary, the mortgagee's certificate or 
its statement as to damage shall be ac¬ 
cepted by the Commissioner as establish¬ 
ing the condition of the family unit and 
the common areas and facilities includ¬ 
ing restricted common areas and facili¬ 
ties designated for the particular uni: 

§ 221.325 Cancellation of ha sard insur¬ 
ance. 

The provisions of S 203.382 of thi3 
chapter are Incorporated by reference 
and shall apply to hazard Insurance 
policies carried solely for the family 
unit. 

Subpart C—Eligibility Requirements— 
Moderate Income Profecti 

§ 221.502 Application. 

(a) An application for the Issuance of 
either a conditional or firm commitment 
for Insurance of a mortgage on a project 
shall be submitted by an approved mort¬ 
gagee and by the sponsors of such project 
through the local FHA office on an ap¬ 
proved FHA form. 

(b) No application shall be considered 
unless the following applicable require¬ 
ments are met: 

(1) All of the exhibits called for in the 
application are submitted to the 
Commissioner. 

(2) In a case involving a mortgage 
which la to bear interest at the below 
market rate provided In f 221.518(b), the 
Commissioner shall have issued a mem¬ 
orandum evidencing allocation of fund* 
to the project. 
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Pns 

g 221.303 Application for conditional 
commitment. 

An application fee of $1.50 per thou¬ 
sand dollars of the amount of the mort¬ 
gage applied for shall accompany the 
Application for a conditional commit¬ 
ment 

g 221.504 Application for firm com¬ 
mitment. 

An application for a firm commitment 
shall be accompanied by the payment of 
an application fee of $1.50 per thousand 
dollars of the amount of the mortgage 
applied for. If such fee has not been pre¬ 
viously submitted. A commitment fee. In 
an amount which, when added to the ap¬ 
plication fee, will aggregate $3 per thou¬ 
sand dollars of the mortgage applied for, 
shall also be submitted with the applica¬ 
tion for a firm commitment The pay¬ 
ment of a commitment fee shall not be 
required 1 q connection with an insured 
mortgage involving the sale by the gov¬ 
ernment of housing or property ac¬ 
quired, held or constructed pursuant to 
the Atomic Energy Community Act of 
1955, as provided in 1221.559(b)(4). 

§221.505 Inspection fee. 

The firm commitment may provide for 
the payment of an inspection fee In an 
amount not to exceed $5 per thousand 
dollars of the commitment. If an inspec¬ 
tion fee is required. It shall be paid as 
follows: 

(a) If the case Involves the Insurance 
of advances, it shall be paid at the time 
of Initial endorsement. 

(b) If the case Involves Insurance 
upon completion, it shall be paid prior 
to the date construction is begun. 

§ 221.506 Fee* on tncrea«e«. 

(a) Fees on increases —(1) Increase 
In firm commitment prior to endorse¬ 
ment. An application, filed prior to ini¬ 
tial endorsement (or prior to endorse¬ 
ment in a case involving Insurance upon 
completion). for an increase in the 
amount of an outstanding firm commit¬ 
ment shall be accompanied by a com¬ 
bined additional application and com¬ 
mitment fee. This combined additional 
fee shall be In an amount which will ag¬ 
gregate $3 per thousand dollars of the 
amount of the requested increase. If an 
inspection fee was required in the origi¬ 
nal commitment, an additional inspec¬ 
tion fee shall be paid In an amount com¬ 
puted at tlie same dollar rate per thou¬ 
sand dollars of the amount of increase 
in commitment as was used for the In¬ 
spection fee required In the original 
commitment. When insurance of ad¬ 
vances Is involved, the additional In¬ 
spection fee shall be paid at the time of 
initial endorsement. When Insurance 
upon completion Is Involved, the addi¬ 
tional Inspection fee shall be paid prior 
to the date construction Is begun or if 
construction has begun, it shall be paid 
with the application for increase. 

<b> Increase in mortgage between ini¬ 
tial and Anal endorsement. Upon an ap¬ 
plication. filed between Initial and final 
endorsement, for an Increase in the 


amount of the mortgage, either by 
amendment or by substitution of a new 
mortgage, a combined additional appli¬ 
cation and commitment fee shall accom¬ 
pany the application. This combined ad¬ 
ditional fee shall be In an amount which 
will aggregate $3 per thousand dollars 
of the amount of the Increased request¬ 
ed. If an Inspection fee was required in 
the original commitment, an additional 
inspection fee shall accompany the ap¬ 
plication In an amount not to exceed $5 
per thousand dollars of the amount of 
the increase requested. 

(c) Loan to cover operating losses. In 
connection with a loan to cover operating 
losses occurring during the first 2 years 
following completion of the project, a 
combined application and commitment 
fee of $3 per thousand dollars of the 
amount of the loon applied for shall be 
submitted with the application for the 
commitment. No Inspection fee shall be 
required. 

g 221.506a Combined ter —rehabilita¬ 
tion talc* mortgagor. 

In the case of a rehabilitation sales 
mortgagor, the fees provided In 
fig 221.503 through 221.506 shall not be 
applicable. In lieu of such fees, a com¬ 
bined application, commitment, and In¬ 
spection fee of $40 per dwelling unit shall 
be paid to the Commissioner when the 
application for insurance is filed. 

5 221.506b Transfer fee. 

Upon application for approval of a case 
Involving the transfer of physical assets 
or Involving the substitution of mort¬ 
gagor. a transfer fee of 60 cents per 
thousand dollars shall be paid on the 
original face amount of the mortgage. 

§221.507 Refund of fee*. 

If the amount of the commitment Is¬ 
sued, or increase in mortgage granted Is 
less than the amount applied for, the 
Commissioner shall refund the excess 
amount of the application and commit¬ 
ment fees submitted by the applicant. 
If an application Is rejected before It is 
assigned for processing, or In such other 
instances as the Commissioner may de¬ 
termine. the entire application and com¬ 
mitment fees or any portion thereof may 
be returned to the applicant. Commit¬ 
ment, Inspection, and reopening fees may 
be refunded. In whole or In part. If it Is 
determined by the Commissioner that 
there Is a lack of need for the housing 
or that the construction or financing of 
the project has been prevented because 
of condemnation proceedings or other 
legal action taken by a governmental 
body or public agency, or In such other 
Instances as the Commissioner may de¬ 
termine. A transfer fee may be refunded 
only in such Instances as the Commis¬ 
sioner may determine. 

g 221.508 Maximum fee* and charge* 
by mart go gee. 

The mortgagee may collect from the 
mortgagor the amount of the fees pro¬ 
vided for in this subpart. The mort¬ 
gagee may also collect from the mort¬ 
gagor an Initial service charge In an 
amount not to exceed 2 percent of the 
original principal amount of the mort¬ 
gage, to reimburse the mortgagee for the 


cost of closing the transaction. Any ad¬ 
ditional charges or fees collected from 
the mortgagor shall be subject to prior 
approval of the Commissioner. 

COMMITMCKT 

g 221.509 Iutunre of commitment. 

(a) Conditions of commitment. Upon 
approval of an application for Insurance, 
a commitment shall be issued by the 
Commissioner setting forth the terms 
and conditions upon which the mortgage 
will be insured. 

(b) Types of commitments. The 
commitment may provide for the insur¬ 
ance of advances of mortgage money 
made during construction or may pro¬ 
vide for the Insurance of the mortgage 
after completion of the Improvements. 

(c) Terms of commitment. (1) If the 
commitment fee Is paid as required, a 
commitment shall have a term which is 
determined as follows: 

(!) A commitment to Insure advances 
shall be effective for a period of not more 
than 180 days from the date of issuance. 

(11) A commitment to Insure upon 
completion shall be effective for a desig¬ 
nated term within which the mortgagor 
Is required to begin construction, and If 
construction Is begun as required, the 
commitment shall be effective for such 
additional period, estimated by the Com¬ 
missioner. as will allow for completion 
of construction. 

(2) The term of a commitment may 
be extended In such manner as the Com¬ 
missioner may, from time to time, pre¬ 
scribe. 

(3) If the payment of a commitment 
fee is not received by the Commissioner 
within 30 days after the issuance of a 
commitment, the commitment shall ex¬ 
pire on the 30th day. 

<d> Reopening of expired commit¬ 
ments. An expired commitment may be 
reopened If a request for reopening is 
received by the Commissioner within 00 
days of the expiration of the commit¬ 
ment. The reopening request shall be 
accompanied by a fee of 50 cents per 
thousand dollars of the amount of the 
expired commitment. A commitment 
which has expired because of failure to 
pay the commitment fee may be re¬ 
opened only upon payment of the com¬ 
mitment fee and the reopening fee. If 
the reopening request is not received by 
the Commissioner within the required 
90-day period, a new application, accom¬ 
panied by an application fee, must be 
submitted. If a commitment for an In¬ 
creased amount has expired because of 
failure to pay an additional commitment 
fee based on the amount of the Increase, 
the reopening fee shall be computed on 
the basis of the amount of the commit¬ 
ment Increase rather than on the amount 
of the original commitment. 

Eligible Mortgagors 
§ 221.510 Eligible mortgagor*. 

A mortgage shall be executed by a 
mortgagor meeting the following quali¬ 
fications: 

(a> NonproAt. builder-seller, and re¬ 
habilitation sales mortgagors. (1) The 
nonprofit mortgagor shall be a corpora¬ 
tion or association organized for pur¬ 
poses other than the making of profit or 
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gain for itself or persons identified there¬ 
with and which the Commissioner finds 
is in no manner controlled by nor under 
the direction of persons or firms seeking 
to derive profit or gain therefrom. Such 
a mortgagor shall be regulated or super¬ 
vised under federal or state laws or by 
political subdivisions of states or agen¬ 
cies thereof, or the Federal Housing 
Commissioner, as to rents, charges, and 
methods of operation. The regulation or 
supervision of the mortgagor shall be In 
such manner as. In the opinion of the 
Commissioner, will effectuate the pur¬ 
poses of this subpai t. 

(2) The builder-seller mortgagor shall 
be a special type of mortgagor approved 
by the Commissioner which is organized: 

(i) To construct or rehabilitate a mul¬ 
tifamily project, and which has entered 
into a written agreement with a private 
nonprofit corporation, meeting the 
qualifications of subparagraph (1) of 
this paragraph, to sell the project (upon 
final endorsement) to the nonprofit cor¬ 
poration at a purchase price not to ex¬ 
ceed the certified actual cost of the proj¬ 
ect pursuant to 9 221.550. 

(U> To operate the project until the 
conveyance to the nonprofit mortgagor, 
subject to special controls and require¬ 
ments of the Commissioner as to rents, 
charges, rates of return and method of 
operation. 

(lil) To operate the project, in the 
event of failure to convey to a nonprofit 
mortgagor at final endorsement, or 
within such additional period as may 
he agreed to In writing by the Commis¬ 
sioner, os a limited distribution mort¬ 
gagor subject to the supervision, controls 
and requirements prescribed by the Com¬ 
missioner for such mortgagor. 

(3) The rehabilitation sales mort¬ 
gagor shall be a special type of nonprofit 
mortgagor which shall: 

(1) Meet the qualifications of sub- 
paragraph (1) of this paragraph. 

<ii> Undertake to purchase and re¬ 
habilitate deteriorating or substandard 
housing. 

(ill) Under an agreement with the 
Commissioner, undertake to sell the re¬ 
habilitated housing to Individuals or 
families having an Income that meets 
the requirements of section 221(h) of 
the Act. 

(b) Public mortgagors. A federal In¬ 
strumentality. a state or political sub¬ 
division thereof, or an instrumentality 
of a state or of a political subdivision 
thereof, which certifies that it is not 
receiving financial assistance from the 
United States exclusively pursuant to the 
U-S. Housing Act of 1937 and which is 
acceptable to the Commissioner. Such 
a mortgagor shall be regulated or super¬ 
vised as to rents, charges and methods 
of operation in such manner as. in the 
opinion of the Commissioner, will effec¬ 
tuate the purposes of this subpart. 

(c) Limited distribution mortgagor . 
The limited distribution mortgagor shall 
be a corporation, trust, partnership, as¬ 
sociation, other entity, or an individual. 
Such mortgagor shall be restricted by 
law (or by the Commissioner) as to dis¬ 
tribution of Income and shall be regu- 
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In ted as to rents, charges, rate of re¬ 
turn. and methods of operation In such 
form and manner as is satisfactory to 
the Commissioner to effectuate the pur¬ 
poses of this subpart. 

(d) Cooperative and investor sponsor 
mortgagors. (1) The cooperative mort¬ 
gagor shall be a nonprofit cooperative 
ownership housing corporation ap¬ 
proved by the Commissioner which re¬ 
stricts permanent occupancy of the proj¬ 
ect to the members of the corporation 
and which requires membership eligibil¬ 
ity and transfers of membership In a 
manner approved by the Commissioner. 

(2) The investor-sponsor mortgagor 
shall be a special type of mortgagor ap¬ 
proved by the Commissioner which is or¬ 
ganized to: 

(1) Construct or rehabilitate a multi- 
family project, and transfer the project 
to a cooperative mortgagor within two 
years from the date of completion: 

<ii) Operate the project until two 
years from the date of completion or 
until the conveyance to the cooperative 
mortgagor, whichever occurs sooner, sub¬ 
ject to special controls and requirements 
of the Commissioner, including but not 
limited to. the disposition of net income: 

(ill) Operate the project, in the event 
of failure to convey to a cooperative 
mortgagor within the two-year period 
as a limited distribution mortgagor sub¬ 
ject to the controls and requirements of 
the Commissioner. 

(3) Such a mortgagor will be regu¬ 
lated or restricted by the Commissioner 
as to rents or sales, charges, rate of 
return, and methods of operation in such 
manner as. in the opinion of the Com¬ 
missioner. will effectuate the purposes of 
this subpart and protect the consumer 
interest. 

(e) General mortgagors. Any mort¬ 
gagor. approved by the Commissioner, 
not meeting the eligibility requirements 
of paragraphs (a) through (d) of this 
section which until the termination of 
all obligations of the Commissioner 
under the insurance contract and during 
such further period of time as the Com¬ 
missioner shall be the owmer. holder, or 
reinsurer of the mortgage. Is regulated 
or restricted by the Commissioner as to 
rents or sales, charges, capital structure, 
rate of return, and methods of operation, 
in such manner as. In the opinion of the 
Commissioner, will effectuate the pur¬ 
poses of this subpart. 

Eligible Mortgages 
§ 221.511 Mortgnge form. 

The mortgage shall be: 

(a) Executed on a form approved by 
the Commissioner for use in the Juris¬ 
diction in which the property covered by 
the mortgage is situated, which form 
shall not be changed without the prior 
written approval of the Commissioner. 

(b) In the case of cooperative and in¬ 
vestor sponsor mortgagors, the mortgage 
shall provide that the mortgagor will not 
arrange for management of the property 
except in the manner and under an 
agreement approved by the mortgagee 
and the Commissioner In writing. 


g 221.512 Dt»burscnicnt of the mort¬ 
gage. 

The mortgagee shall be obligated, as 
a part of the mortgage transaction, to 
disburse the principal amount of the 
mortgage, to, or for the account of the 
mortgagor or to his creditors for his 
account and with his consent. 

g 221.513 Mortgnge lien. 

A mortgagor shall certify at final en¬ 
dorsement of the loan for insurance that: 

(a) The property covered by the mort¬ 
gage is free and clear of all liens other 
than the insured mortgage and such 
other liens as may be approved by the 
Commissioner. 

(b) There will not be outstanding any 
unpaid obligation contracted in con¬ 
nection with the mortgage transaction, 
the purchase of the mortgaged prop¬ 
erty, or the construction of the project, 
except obligations approved by the 
Commissioner. 

§ 221.514 Maximum mortgage amount*. 

(a) Principal obligation . The mort¬ 
gage shall Involve a principal obligation 
not in excess of the lesser of the 
following: 

(1) Dollar limitations. (1) $12,500,000: 

<ii> For such part of the property or 
project attributable to dwelling use (ex¬ 
cluding exterior land Improvement as 
defined by the Commissioner) an amount 
per family unit, depending on the num¬ 
ber of bedrooms, which may be: 

(a) $9,200 without a bedroom. 

(b> $12,937.50 with one bedroom. 

(c) $15,525 with two bedrooms. 

<d> $19,550 with three bedrooms. 

(e) $22,137.50 with four or more bed¬ 
rooms. 

(til) Subdivision (ID of this subpara¬ 
graph shall not be applicable where the 
mortgagor qualifies as a rehabilitation 
sales mortgagor under the provisions of 
9 221.510(a)(3). 

<2) New construction . (1) In the case 
of new construction where the mortgagor 
Is a nonprofit, builder-seller, public, co¬ 
operative. or investor-sponsor, the Com¬ 
missioner's estimate of replacement cost 
of the property or project when the im¬ 
provements are completed (the replace¬ 
ment cost may include the land, the pro¬ 
posed physical improvements, utilities 
within the boundaries of the land, archi¬ 
tect's fees, taxes, interest during con¬ 
struction. and other miscellaneous 
charges incident to construction and ap¬ 
proved by the Commissioner) . 

<ii) In the case of new construction 
where the mortgagor is a general or a 
limited distribution mortgagor, 90 per¬ 
cent of the Commissioner's estimate of 
the replacement cost of the property or 
project when the proposed Improvements 
are completed. The replacement cost 
may Include the land, the proposed phys¬ 
ical improvements, utilities within the 
boundaries of the land, architect's fees, 
taxes, interest during construction, and 
other miscellaneous charges incident to 
construction and approved by the Com¬ 
missioner and shall include an allowance 
for builder's and sponsor's profit and risk 
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of 10 percent of the foregoing Items ex¬ 
clusive of land unless the Commissioner, 
after determining such allowance U 
unreasonable, prescribes a lessor per¬ 
centage. 

(3) Repair or rehabilitation . (i) In the 
case of a project which is to be repaired 
or rehabilitated where the mortgagor is 
a nonprofit, builder-seller, rehabilitation 
sales, public, cooperative, or investor- 
sponsor. the sum of the estimated cost of 
the repairs or rehabilitation of the proj¬ 
ect and the Commissioner's estimate of 
the value of the property before repairs 
or rehabilitation. 

(ii> In the case of a project which Is 
to be repaired or rehabilitated where 
the mortgagor is a general or a limited 
distribution mortgagor. 90 percent of the 
sum of the estimated cost of the repairs 
and rehabilitation of the project and 
the Commissioner's estimate of the value 
of the property before repair and reha¬ 
bilitation. 

(4) Purchase from local public agen¬ 
cy. If the mortgage involves the financ¬ 
ing of the purchase of property which 
has been rehabilitated by a local public 
agency with federal assistance pursuant 
to section 110(c)(8) of the Housing Act 
of 1949. the mortgage shall not exceed 
the following amounts: 

(1) Where the purchaser is a mort¬ 
gagor other than a general or limited dis¬ 
tribution mortgagor, the appraised value 
of the property, as of the date the mort¬ 
gage is accepted for insurance, or the 
actual cost of acquisition, which ever 
amount is the lesser. 

(tl) Where the purchaser Is a general 
or limited distribution mortgagor. 90 
percent of the appraised value of the 
property, as of the date the mortgage Is 
accepted for insurance, or 90 percent of 
the actual cost of acquisition as approved 
by the Commissioner, whichever amount 
is the lesser. 

(b) Increased mortgage amount — ele¬ 
vator type structures. In order to com¬ 
pensate for higher costs incident to con¬ 
struction of elevator type structures of 
sound standards of construction and 
design, the Commissioner may increase 
the dollar amount limitations per family 
unit as provided in paragraph (a) (1) (11) 
of this sectJon not to exceed: 

(1) $10,925 per family unit without a 
bedroom. 

<2) $15,525 per family unit with one 
bedroom. 

<3) $18,400 per family unit with two 
bedrooms. 

(4) $23,000 per family unit with three 
bedrooms. 

(5) $26.162 50 per family unit with 
four or more bedrooms. 

(C) Increased mortgage amount—high 
cost areas. (1) In any geographical area 
where the Commissioner finds cost levels 
so require, the Commissioner may in¬ 
crease, by not to exceed 45 percent, the 
dollar amount limitations set forth In 
paragraphs (a) (1)01) and (b) of this 
section. 

(2) If the Commissioner finds that be¬ 
cause of high costs In Alaska, Guam, or 
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Hawaii it Is not feasible to construct 
dwellings without the sacrifice of sound 
standards of construction, design, and 
livability within the limitations of maxi¬ 
mum mortgage amounts provided In this 
section, the principal obligation of mort¬ 
gages may be Increased in such amounts 
as may be necessary to compensate for 
such costs, but not to exceed in any 
event the maximum. Including high cost 
area increases. If any, otherwise appli¬ 
cable by more than one-half thereof. 

<d> Maximum mortgage amount — 
leaseholds. In the event the mortgage is 
on a leasehold estate rather than on a 
fee simple holding, the value or replace¬ 
ment cost of the property on which the 
mortgage is based is the value or replace¬ 
ment cost of the property in fee simple 
reduced by an amount equal to the capi¬ 
talized value of the ground rent. 

(e) Loans to cover 2-year operating 
loss —(l) Operating loss determination. 
When the Commissioner determines that 
an operating loss has occurred during the 
first 2 years following completion of the 
project, he may, in his discretion, accept 
for insurance under this part, a loan to 
cover such loss. For the purposes of this 
section, an operating loss shall occur 
when the commissioner determines that 
the total of the taxes, interest on the 
mortgage debt, mortgage insurance pre¬ 
miums, hazard insurance premiums, and 
the expense of maintenance and opera¬ 
tion of the project (excluding deprecia¬ 
tion) exceeds the project Income. 

(2) Security instrument. The loan 
shall be secured by an Instrument in a 
form approved by the Commissioner for 
use in the jurisdiction in which the proj¬ 
ect is located. 

(3) Maximum interest rate . The loan 
may bear interest at such rate as may 
be agreed upon by the mortgagee and 
mortgagor, but in no case shall such rate 
exceed the rate in effect under 
5 221.518(a) on the date the commit¬ 
ment is issued. Interest shall be pay¬ 
able in monthly installments on the 
principal then outstanding. 

(4) Maturity. The loan shall be lim¬ 
ited to a term not exceeding the unex¬ 
pired term of the original mortgage. 

§ 221.515 Adjusted mortgage amount— 
rehabilitation project*. 

A mortgage having a principal amount 
computed in compliance with tills sec¬ 
tion. and which Involves a project to be 
repaired or rehabilitated, shall be sub¬ 
ject to the follow r Lng additional limita¬ 
tions: 

(a) Property held in fee. If the mort¬ 
gagor is the owner of an unencumbered 
fee simple estate, the maximum mort¬ 
gage amount shall not exceed 100 per¬ 
cent of the Commissioner's estimate 
of the cost of the proposed repairs or 
rehabilitation: 

(b) Property subject to existing mort¬ 
gage. If the mortgagor owns the project 
subject to an outstanding Indebtedness, 
which Is to be refinanced with part of the 
insured mortgage, the maximum mort¬ 
gage amount shall not exceed: 
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(1) Nonprofit, builder-seller, public, 
cooperative, or initestor-sponsor mort¬ 
gagor. If the mortgagor is a nonprofit, 
builder-seller, public, cooperative, or in¬ 
vestor-sponsor. the Commissioner's esti¬ 
mate of the cost of the repairs or re¬ 
habilitation plus such portion of the 
outstanding Indebtedness as does not ex¬ 
ceed the Commissioner's estimate of the 
value of such land and Improvements 
prior to the repairs or rehabilitation. 

(2) General or limited distribution 
mortgagor . If the mortgagor is a gen¬ 
eral or limited distribution mortgagor, 
the Commissioner's estimate of the cost 
of repair or rehabilitation plus such por¬ 
tion of the outstanding indebtedness as 
does not exceed 90 percent of the Com¬ 
missioner's estimate of the value of such 
land And improvements prior to the rc 
pair or rehabilitation. 

(c) Property to be acquired. If the 
project Is to be acquired by the mort¬ 
gagor and the purchase price Is to be 
financed with a part of the insured 
mortgage, the maximum mortgage 
amount shall not exceed: 

(I) Nonprofit, builder-seller, public , 
cooperative, investor-sponsor, or reha¬ 
bilitation sales mortgagor. It the mort¬ 
gagor Is a nonprofit, builder-seller, pub¬ 
lic. cooperative. Investor-sponsor, or 
rehabilitation sales, the Commissioner's 
estimate of the cost of the proposed re¬ 
pairs or rehabilitation plus the lesser of 
either of the following: 

(1) The actual purchase price of the 
land and improvements. 

(II) The Commissioner's estimate of 
the value of such land and improvements 
prior to the repair or rehabilitation. 

(2) General or limited distribution 
mortgagor. If the mortgagor is a gen¬ 
eral or limited distribution mortgagor- 

(1) 90 percent of the Commissioner's 
estimate of the cost of the repair or 
rehabilitation, plus 

til) 90 percent of the actual price of 
the land and Improvements, or the Com¬ 
missioner's estimate of the value of such 
land and improvements prior to the re¬ 
pair or rehabilitation, whichever is the 
lesser as provided in this subdivision (11) 

8 221.516 Maturity. 

The mortgage shall have a maturity 
satisfactory to the Commissioner and 
shall contain complete amortization or 
sinking-fund provisions satisfactory to 
the Commissioner. 

§ 221.517 Payment requirement*. 

(a) Method of payment. The mort¬ 
gage shall provide for monthly payments 
on the first day of each month on account 
of Interest and principal and shall pro¬ 
vide for payments In accordance with an 
amortization plan as agreed upon by the 
mortgagor, the mortgagee and the Com¬ 
missioner. 

(b) Date of first payment to principal. 
The Commissioner shall estimate the 
time necessary to complete the project 
and shall establish the date of the first 
payment to principal so that the lapse of 
time between completion of the project 
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and commencement of amortization will 
not be longer than necessary to obtain 
sustaining occupancy.. 

§ 221-310 Maximum Interest rate. 

• <a) The mortgage shall bear Interest 
at the rate agreed upon by the mortgagee 
and the mortgagor, which rate shall not 
exceed 7 percent, except that where a 
letter Inviting submission of an appli¬ 
cation for commitment was issued by the 
Secretary before February 18.1971. or an 
application for commitment was received 
by the Secretary before February 18. 
1971. the mortgage may bear interest at 
the maximum rate In efTect at the time 
of issuance of the letter or receipt of the 
application. Interest shall be payable In 
monthly installments on the principal 
amount of tlic mortgage outstanding on 
the due date of each Installment. 

<b) In the case of a mortgage executed 
by other than a general mortgagor, as 
defined In l 221.510, the mortgage shall 
bear Interest at a rate not exceeding that 
set forth in paragraph (a) of this sec¬ 
tion up to and Including the date of (Inal 
endorsement by the Commissioner, at 
wldch time the rate of Interest may (with 
the approval of the Commissioner) be 
lowered to 3 percent per annum. 

§ 221.519 Mortgage to cover tl»e entire 
property. 

The mortgage shall cover the entire 
property included In the housing project. 

g 221.519a Mortgage release provUiona. 

A mortgage executed by a rehabilita¬ 
tion sales mortgagor shall provide that 
at any time after final endorsement, the 
property covered by the mortgage may 
be released, in whole or In part, upon 
payment of the unpaid balance of the 
blanket mortgage allocable to the prop¬ 
erty released. 

g 221.520 Covenant again*! lien*. 

(a) The mortgage shall contain a cov¬ 
enant against the creation by the mort¬ 
gagor of liens against the property su¬ 
perior or Inferior to the lien of the 
mortgage except for such Inferior lien as 
may be required in connection with the 
insurance of an operating loss loan or a 
supplementary loan. 

<b) The provisions of paragraph (a) 
of this section shall not apply where a 
lien Inferior to the lien of the insured 
mortgage is given in favor of an agency 
of the United States under such circum¬ 
stances as may be approved by the Com¬ 
missioner. 

g 221.521 Covenant for hazard insur¬ 
ance. 

The mortgage shall contain a covenant 
acceptable to the Commissioner binding 
the mortgagor to keep the property In¬ 
sured by a standard policy or policies 
against fire and such other hazards as 
the Commissioner, upon the Insurance 
of the mortgage, may stipulate. In an 
amount which will comply with the co¬ 
insurance clause applicable to the loca¬ 
tion and character of the property, but 
not less than 80 percent of the actual 
cash value of the Insurabl* improvements 
and equipment of the project. The Ini¬ 


tial coverage shall be In amount esti¬ 
mated by the Commissioner at the time 
of completion of the entire project or 
units therefor. The policies evidencing 
such insurance shall have attached 
thereto, a standard mortgagee clause 
making loss payable to the mortgagee 
and the Commissioner, as their interests 
may appear. 

g 221.522 Accumulation of acrruala. 

(a) Except In the case of mortgages 
bearing Interest at the rate set out in 
$ 221.518(b), the mortgage shall provide 
for payments by the mortgagor to the 
mortgagee on each interest payment date 
of an amount sufficient to accumulate in 
the hands of the mortgagee one payment 
period prior to Its due date, the next 
annual mortgage Insurance premium 
payable by the mortgagee to the Com¬ 
missioner. Such payments shall con¬ 
tinue only so long as the contract of 
Insurance shall remain in effect. 

<b> In the case of all mortgages In¬ 
sured under this subpart, the mortgage 
shall provide for such equal monthly 
payments by the mortgagor to the mort¬ 
gagee as will amortize the ground rents. 
If any, and the estimated amount of all 
taxes, water rates and special assess¬ 
ments, If any. and fire and other hazard 
Insurance premiums, within a period 
ending one month prior to the dates on 
wlilch the same become delinquent. The 
mortgage shall further provide that such 
payments shall be held by the mortgagee, 
for the purpose of paying such ground 
rents, taxes, water rates and assessments, 
and insurance premiums, before the 
same become delinquent. The mortgage 
must also make provision for adjust¬ 
ments. In case the estimated amount of 
such taxes, water rates and assessments, 
and insurance premiums shall prove to 
be more, or less, than the actual amount 
thereof so paid by the mortgagor. 

g 221.523 Application of payment*. 

(a) The mortgage shall provide that 
all monthly payments being made by the 
mortgagor to the mortgagee shall be 
added together and the aggregate thereof 
shall be paid by the mortgagor upon each 
monthly payment date In a single pay¬ 
ment. The mortgagee shall apply the 
same to the following Items In the order 
set forth: 

(1) Premium charges under the con¬ 
tract of insurance, where applicable. 

(2) Ground rents, taxes, special as¬ 
sessments and fire and other hazard 
Insurance premiums. 

(3) Interest on the mortgage. 

(4) Amortization of the principal of 
the mortgage. 

(b) Any deficiency In the amount of 
the aggregate monthly payment shall 
constitute an event -of default. The 
mortgage shall further provide for a 
grace period of thirty days, within which 
ti me the default must be cured. 

§ 221.524 Prepayment privilege*. 

(a) Prepayment in /off—(i) Without 
prior Commissioner consent A mort¬ 
gage Indebtedness may be prepaid in full 
and the Commissioner's controls termi¬ 


nated without the prior consent of the 
Commissioner in the following cases: 

(1) Where the mortgage is Insured un¬ 
der section 221(d) <4> of the Act. 

<il) Where the mortgagor is a limited 
distribution type, which Is not receiving 
payments from the Commissioner under 
a rent supplement contract executed 
pursuant to the provisions of JJ 5.1 et 
se q. of this title, and where the prepay¬ 
ment occurs after the expiration of 20 
years from the date of final endorsement 
of the mortgage. 

(ill) Where the project Is converted to 
condominium ownership or is purchased 
by a cooperative mortgagor, which ac¬ 
tions are taken pursuant to section 
221(1) or 221 (J) of the Act. 

(iv) Where the mortgage is Insured 
pursuant to section 221(h) of the Act 
and the prepayment occurs as a result 
of a sale of the Individual units com¬ 
prising the project. 

(2) With prior Commissioner consenf 
In all other cases, except those outlined 
In subparagraph (1). a mortgage In¬ 
debtedness shall not be prepaid In full 
and the Commissioner's controls will not 
be terminated unless the Commissioner 
gives his prior consent to such prepay¬ 
ment. 

<b> Partial prepayments. With the 
prior written approval of the Commis¬ 
sioner. partial prepayments may be made 
for the purpose of reducing succeeding 
monthly payments of the remaining bal¬ 
ance as recast over the remaining portion 
of the original mortgage term. 

(c) Optional provision. The mort¬ 
gage may. If required by the mortgagee, 
contain a provision that, prior to ma¬ 
turity. and with the approval of the Com¬ 
missioner. partial prepayments may be 
made, after thirty days' written notice to 
the mortgagee, on any principal payment 
date. If prepayments are made in any 
calendar year In excess of 15 percent of 
the original face amount of the mort¬ 
gage, the mortgagee will be permitted to 
collect such reasonable charge on such 
excess as Is agreed upon between the 
mortgagor and the mortgagee. 

(221.525 Lata charge. 

The mortgage may provide for the col¬ 
lection by the mortgagee of a late charge, 
not to exceed 2 cents for each dollar of 
each payment to Interest and principal 
more than 15 days in arrears, to cover the 
extra expense Involved In handling de¬ 
linquent payments. Late charges shall 
be separately charged to and collected 
from the mortgagor and shall not be de¬ 
ducted from any aggregate montlily 
payment. 

g 221.526 Issuance of bondi •evorrd bj 
Irual indenture. 

In the event that bonds or other obli¬ 
gations are to be Issued as a part of the 
insured mortgage transaction, the form 
of bonds and the form of trust Indenture 
shall be subject to the approval of the 
Commissioner, and shall be subject to 
the following conditions: 

(a) The Trustee named In such trust 
Indenture shall be a banking Institution 
or trust company (authorized to act In 
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a fiduciary capacity and which Is a 
mortgagee approved by the Commis¬ 
sioner) ; and 

<b) The Trustee shall be the holder 
of record of the Insured mortgage (rep¬ 
resented by the trust Indenture) and 
shall be authorized to act on behalf of 
the holders of such bonds or other obli¬ 
gations In all matters concerning the 
mortgage Insurance oontract; and 

(e) The holders of the bonds shall look 
solely to the Trustee for the benefits of 
the contract of mortgage Insurance and 
the trust Indenture shall expressly au¬ 
thorize the Commissioner to make pay¬ 
ment of any claim under such oontract 
to the Trustee, without liability or ac¬ 
countability to the bondholders to see to 
the application of the mortgage insur¬ 
ance contract benefits; and 

(d) The bonds or other obligations 
shall be Issued only to holders meeting 
the following Qualifications: 

(1) A mortgagee approved by the 
Commissioner; 

(2) A pension or retirement fund or 
a profit-sharing plan maintained and 
administered by a corporation or by a 
governmental agency or by a trustee or 
trustees, which has lawful authority to 
acquire the bonds or other obligations; 
or 

(3) A charitable or nonprofit organi¬ 
zation. 

§221.52? Mortgagor** certificate of 
non<li«rri ruination anil mortgage 
covenant regarding une of property. 

(a) The mortgagor shall certify to the 
Commissioner as to each of the following 
points: 

(1) That neither he (it), nor anyone 
authorized to act for him (it). will refuse 
to sell or rent, after the making of a bona 
fide offer, or refuse to negotiate for the 
sale or rental of. or otherwise make 
unavailable or deny the property covered 
by the mortgage to any person because 
of race, color, religion, or national origin. 

(2) That any restrictive covenant on 
such property relating to race, color, re¬ 
ligion, or national origin Is recognized as 
being illegal and void and Is hereby 
specifically disclaimed. 

(3) That civil action for preventative 
relief may be brought by the Attorney 
General In any appropriate UJB. District 
Court against any person responsible for 
a violation of tills certification. 

(b) The mortgage shall contain a 
covenant prohibiting the use of the prop¬ 
erty covered thereby for any purpose 
other than that for which it was In¬ 
tended at the date the mortgage was 
executed. 

Eligible Mortgagees 
§ 221.528 Qualification of lender*. 

The provisions of 203.1-203.0 of Part 
203 of Subchapter C of this chapter shall 
govern the eligibility qualifications and 
requirements of mortgagees under this 
subpart. 
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Supervision or Mortgagors 

§ 221.529 Form of regulation by Com- 
ml— ion nr 

The Commissioner may regulate and 
restrict the mortgagor as long as the 
Commissioner Is the Insurer, holder or 
reinsurer of the mortgage. Such regula¬ 
tion or restriction may be in the form of 
a regulatory agreement, corporate char¬ 
ter or such other means as the Commis¬ 
sioner approves. 

§ 221.530 Supervision applicable to all 
mortgagor*. 

(a) No charge shall be made by the 
mortgagor for accommodations, facil¬ 
ities. or services offered by the project 
except those approved In writing by the 
Commissioner. 

(b) The mortgagor shall maintain Its 
project, the ground, buildings, and equip¬ 
ment appurtenant thereto, in good repair 
and will promptly complete necessary re¬ 
pairs and maintenance as required by the 
Commissioner. 

(c) In all projects, except those in¬ 
volving rehabilitation where the mort¬ 
gage does not exceed $200,000, a fund for 
replacements shall be established and 
maintained with the mortgagee. The 
amount and type of such fund and the 
conditions under which It shall be ac¬ 
cumulated, replenished, and used, shall 
be specified in the charter, trust agree¬ 
ment, or regulatory agreement. 

(d) The mortgagor. Its property, 
equipment, buildings, plans, offices, ap¬ 
paratus. devices, books, contracts, rec¬ 
ords, documents, and papers shall be 
subject to Inspection and examination by 
the Commissioner or his duly authorized 
agent at all reasonable times. 

(e) The mortgagor shall execute and 
deliver to the Commissioner a certificate 
that the books and accounts of the mort¬ 
gagor will be established and maintained 
In a manner satisfactory to the Com¬ 
missioner on the date the certificate 1s 
executed. Such certificate shall be to 
the effect that, so long as the mortgage is 
insured or held by the Commissioner, the 
mortgagor’s books and accounts will be 
kept in accordance with the requirements 
of the Commissioner; will be in such 
form as to permit a speedy and effective 
audit and as may otherwise be prescribed 
by the Commissioner; will be maintained 
for such periods of time as may be pre¬ 
scribed by the Commissioner: and will 
be available to the Commissioner and to 
the Comptroller General of the United 
8tates for such examination and audit 
as they may desire to make. The mort¬ 
gagor shall file with the Commissioner 
and mortgagee the following reports 
verified by the signature of such officers 
of the mortgagor as the Commissioner 
may designate and In such form as pre¬ 
scribed by the Commissioner: 

(1) Monthly occupancy reports when 
required by the Commissioner; 

<2) Complete annual financial re¬ 
ports based upon examinations of the 
books and records of the mortgagor, pre¬ 
pared In accordance with the requlre- 
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ments of the Commissioner, certified to 
by an officer of the mortgagor and. when 
required by the Commissioner, prepared 
and certified by a Certified Public Ac¬ 
countant (or other person acceptable to 
the Commissioner), such reports to be 
submitted within sixty (60) days after 
the end of each fiscal year; 

(3) Specific answers to questions 
upon which Information is desired from 
time to time relative to the actual cost 
of construction, the disposition of mort¬ 
gage funds, the operation and condition 
of the property and the status of the 
Insured mortgage; 

(4) Properly certified copies of min¬ 
utes of meetings of directors, officers, 
stockholders, shareholders, or bene¬ 
ficiaries. 

§ 221.531 SupcrvUion applicable to gen¬ 
eral mortgagor*. 

The following restrictions and regula¬ 
tions will be applicable to general 
mortgagors: 

(a) Capital structure. (1) The num¬ 
ber of shares of capital stock. In the 
case of a corporation, may be Issued In 
such amounts and form as may be 
agreed upon by the sponsors and the 
Commissioner prior to the endorsement 
of the mortgage for Insurance; and 

<2> In the case of a trust entity, bene¬ 
ficial certificates of Interest may be Is¬ 
sued in such amounts and form as may 
be agreed upon by the mortgagor and 
the Commissioner. 

<b) Rate of return. Dividends or other 
distributions, as defined in the charter, 
trust agreement, or regulatory agree¬ 
ment. may be declared or made only as 
of or after the end of a semiannual or 
annual fiscal period. No dividends or 
other distributions shall be declared or 
made except out of surplus cash legally 
available and remaining after: 

(1) The payment of: 

(1) All sums due or currently re¬ 
quired to be paid under the terms of 
any mortgage or note insured or held 
by the Commissioner; 

(II) All amounts required to be de¬ 
posited In the reserve fund for replace¬ 
ments; 

(III) All obligations of the project 
other than the mortgage insured or held 
by the Commissioner unless funds for 
payment are set aside or deferment of 
payment has been approved by the 
Commissioner. 

(2) The segregation of: 

(I) An amount equal to the aggre¬ 
gate of all special funds required to be 
maintained by the project; 

(II) All tenant security deposits held. 

No distribution of any kind may be 

made from borrowed funds. 

(c) Rents and charges . In approving 
the allowable rents and charges and In 
passing upon applications for changes, 
consideration will be given to the fol¬ 
lowing and similar factors: 

(1) Rental Income necessary to main¬ 
tain the economic soundness of the 
project. 
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(2> Rental Income necessary to pro¬ 
vide a reasonable return on the invest¬ 
ment consistent with providing reason¬ 
able rentals to tenants. 

(d> Mortgagor's equity investment — 

(1) Amount of deposit. Unless It can 
be established to the satisfaction of the 
Commissioner, prior to the final endorse¬ 
ment of the mortgage for Insurance, that 
the mortgagor has an Investment In the 
project, represented by cash expendi¬ 
tures, In an amount equal to three per¬ 
cent (3% > of the total cost of the project 
as certified by the mortgagor and ap¬ 
proved by the Commissioner, there shall 
be deposited In a special fund an amount 
equal to the difference between such 
three percent (3%) and the amount of 
any such Investment for necessary ex¬ 
penses Incident to the completion of the 
project Disbursements from any such 
fund, prior to three yearn from the date 
of the final or Initial-final endorsement 
of the mortgage for Insurance, may be 
made only with the prior written ap¬ 
proval of the Commissioner. 

(2) Cutoff date . The provisions of 
subparagraph <1> of this paragraph 
shall be applicable only to those mort¬ 
gages which have received final endorse¬ 
ment on or before November 15. 1962. 

§ 221.532 SupcrrUion applicable to 
limited distribution mortgagors. 

(a) The provisions of 8 221.531(b) 
(rate of return) shall apply to limited 
distribution mortgagors, except that the 
amount of any allowable distribution or 
disbursement from surplus cash shall not 
exceed In any one fiscal year more than 
6 percent of the mortgagor’s initial equity 
Investment as determined by the Com¬ 
missioner. 

(b) The right of any allowable dis¬ 
tribution or disbursement from surplus 
cash shall be cumulative. 

§ 221.533 Supervision applicable Co co¬ 
operative and investor sponsor mort¬ 
gagors. 

(a) The mortgagor shall not permit 
occupancy except under an occupancy 
agreement or lease approved by the 
Commissioner. 

(b) Except with the prior written 
approval of the Commissioner, no com¬ 
pensation shall be paid by the corpora¬ 
tion to its officers or directors, as such, 
or to any person or corporation for 
supervising or managerial service. No 
compensation shall be paid by the cor¬ 
poration to any employee in excess of 
an amount agreed upon by the Com¬ 
missioner and specified In the charter. 
No officer, director, stockholder, agent* 
or employee of the corporation shall In 
any manner become Indebted to the cor¬ 
poration except on account of approved 
occupancy charges. 

| 221.534 Supervision applicable to co¬ 
operative mortgagors. 

(a) A general operating reserve shall 
be established and maintained as long 
as the mortgage Insurance la In force. 
In a manner and for the purposes speci¬ 
fied in the charter or regulatory 
agreement 
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(b) Surplus funds, after meeting 
reserves and after meeting all obliga¬ 
tions of the mortgagor, may be disbursed 
to the members In the form of reduced 
carrying charges or reduced sales prices 
of the dwelling accommodations, or 
patronage refunds. 

S 221.535 Supervision applicable to in* 
vrsior-»pon»or mortgagors. 

(a) Investor-sponsor's escrow. The 
mortgagee shall hold in escrow such 
amount as the Commissioner determines 
will be needed, In the event the project 
Is not transferred to a cooperative within 
2 years from the date of project com¬ 
pletion, to reduce the principal of the 
mortgage to an amount authorized for 
a limited distribution mortgagor. The 
amount held In escrow may be disbursed 
to the mortgagor If the transfer occurs 
within the 2-ycar period. Where the 
transfer does not occur within such 
period, the escrow shall be applied 
against the mortgage or In such other 
manner os the Commissioner may direct. 

<b) Transfer to cooperative mortga¬ 
gor. The consideration for the transfer 
to a cooperative mortgagor shall be the 
assumption of the mortgage indebted¬ 
ness plus a downpayment in an amount 
which, when added to the original prin¬ 
cipal. shall not exceed the actual cost 
of the investor sponsor as approved by 
the Commissioner. 

g 221.535a Supervision applicable to 
builder-teller mortgagor*. 

(a) Builder-seller's escrow. The mort¬ 
gagee shall hold in escrow such amount 
as the Commissioner determines will be 
needed. In the event the project is not 
transferred to a nonprofit mortgagor at 
final endorsement or within such addi¬ 
tional period as may be agreed to in writ¬ 
ing by the Commissioner, to reduce the 
principal of the mortgage to an amount 
authorized for a limited distribution 
mortgagor. The amount held in escrow 
may be disbursed to the mortgagor if 
the transfer occurs at final endorsement 
or within such period as may be agreed 
to by the Commissioner. Where the 
transfer does not occur within the pre¬ 
scribed period, the escrow shall be ap¬ 
plied against the mortgage or in such 
other manner as the Commissioner may 
direct. 

(b) Transfer to nonprofit mortgagor . 
The consideration for the transfer to 
the nonprofit mortgagor shall be the as¬ 
sumption of the mortgage indebtedness 
to which may be added a cash payment 
In an amount which, when added to the 
original principal, shall not exceed the 
builder-seller’s actual cost as approved 
by the Commissioner. 

Occupancy Requirements 

8 221.536 Occupancy requirement* ap¬ 
plicable to all mortgagor*. 

The mortgagor shall certify under 
oath to the Commissioner, as long as 
the Commissioner is the Insurer, holder, 
or reinsurer of the mortgage, that the 
mortgagor will not: 

(a) In selecting tenants for the project 
covered by the mortgage, discriminate 


against any family by reason of the fact 
that there are children in the family: 

(b) Rent, permit the rental or permit 
the offering for rental of the housing, or 
any part thereof, covered by such mort¬ 
gage, for transient or hotel purposes 
For the purposes of this certificate, the 
term rental for transient or hotel pur¬ 
poses shall mean (1) rental for any pe¬ 
riod less than 30 days, or (2) any rental, 
if the occupants of the housing accom¬ 
modations are provided customary hotel 
services such as room service for food 
and beverages, maid service, furnishing 
and laundering of linens, and bellboy 
services; 

(c) Sell the project as long as the 
Commissioner is the insurer, holder, or 
reinsurer of the mortgage, unless the 
purchaser also certifies. 

§ 221.537 Additional occupancy require. 
nirnU; preferred purchaser* or ten¬ 
ant*. 

(a) Initial occupancy . In the case of 
a rental project owned by a mortgagor 
whose mortgage bears interest at the rate 
set out in 8 221.518(b). initial occupancy 
shall be restricted to those determined by 
the Commissioner as having a low or 
moderate income and who arc one of the 
following: 

(1) A family. 

(2) A single person 62 years of age or 
older. 

(3) A single person who is less than 62 
years of age. provided that occupancy 
by this age group shall be limited to 10 
percent of the dwelling units in the 
project unless the occupants receive rent 
supplement benefits under the provisions 
of 88 5.1 et seq. of this title, in which 
instance the 10 percent limitation shall 
not be applicable. 

(4) A handicapped person meeting the 
qualifications of paragraph (d) of this 
section. 

(b) Continued occupancy. Continued 
occupancy by tenants following a change 
In Income or family composition subse¬ 
quent to Initial occupancy shall be under 
such conditions as the Commissioner may 
prescribe. 

(c) Preference for displacees. In all 
cases, preference or priority of oppor¬ 
tunity to rent dwelling units shall be 
given to families or single persons who 
have been displaced from an urban re¬ 
newal area, or as a result of govern¬ 
mental action, or as a result of a disaster 
determined by the President to be a 
major disaster. 

(d) Definition of handicapped. For 
the purposes of this section, a person 
shall be considered as handicapped if he 
has a physical impairment which: 

(1) Is expected to be of a long-con¬ 
tinued and indefinite duration: 

(2) Substantially impedes his ability 
to live independently: and 

(3) Is of such a nature that his ability 
to live independently could be improved 
by more suitable housing conditions. 

(e) Temporary suspensions. The occu¬ 
pancy requirements for Initial occu¬ 
pancy. as prescribed in paragraph (a) of 
this section, may be temporarily sus¬ 
pended by the Commissioner for a period 
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not exceeding 1 year. The denial or the 
approval of a request for such tempo¬ 
rary suspension sliall be within the sole 
discretion of the Commissioner, and the 
approval of a temporary suspension of 
initial occupancy requirements shall be 
under such conditions and requirements 
as the Commissioner may prescribe. 

§ 221.538 Applicability of prevailing 
wage requirement*. 

(a) In general. Prevailing wage re¬ 
quirements shall be applicable to mort¬ 
gage insured under this subpart, except 
those specified In paragraph (b) of this 
section, and the compliance with such 
requirements shall be evidenced at such 
time and In such manner as the Com¬ 
missioner may prescribe, as follows: 

(1) Labor Standards. Any contract, 
subcontract, or building loan agreement 
executed for the performance of con¬ 
struction of the project shall comply 
with all applicable labor standards and 
provisions of the regulations of the Sec¬ 
retary of Labor Issued May 9. 1951, 29 
CFR 5.1-5.12 (16 F.R. 4430). 

(2) Ineligible contractors. No con¬ 
struction contract shall be entered Into 
with a general contractor or any sub¬ 
contractor if such contractor or any such 
subcontractor or any firm, corporation, 
partnership or association In which such 
contractor or subcontractor has a sub¬ 
stantial interest is included on the inel¬ 
igible list of contractors or subcontrac¬ 
tors established and maintained by the 
Comptroller General, pursuant to 9 5.6 

(b) of the Regulations of the Secretary 
of Labor, issued May 9. 1951, 29 CFR 
5.6(b) (16 FJt. 4431). 

(3) Ineligible advances. No advance 
under the mortgage shall be eligible for 
insurance after notification from the 
Commissioner that the general contrac¬ 
tor or any subcontractor or any firm, 
corporation, partnership or association 
In which such contractor or subcontrac¬ 
tor has a substantial Interest was. on the 
date the contract or subcontract was 
i xecuted, on the Ineligible list established 
by the Comptroller General, pursuant to 
the provisions of the Secretary of Labor, 
toued May 9. 1951. 29 CFR 5.6(b) (16 
PR. 4431). 

(4) Wage certificate . No advance 
under any mortgage shall be eligible for 
insurance unless there Is filed with the 
application for such advance a certifi¬ 
cate or certificates in the form required 
by the Commissioner, supported by such 
other information as the Commissioner 
may prescribe, certifying that the labor¬ 
ers and mechanics employed in the con¬ 
struction of the dwelling or dwellings, or 
housing project involved have been paid 
not less than the wages prevailing in the 
locality in which the work was performed 
for the corresponding classes of laborers 
and mechanics employed on construction 
of a similar character, as determined by 
the Secretary of Labor prior to the be¬ 
ginning of construction and after the 
date of filing of the application for 
insurance. 

(b) Excepted transactions . The re¬ 
quirements of paragraph (a) of this sec¬ 
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tion shall not be applicable in cither of 
the following Instances: 

(1) Where the mortgage Is executed 
by a rehabilitation sales mortgagor meet¬ 
ing the requirements of I 221.510(a) (3) 
and covers property on which there are 
located eight or fewer single family 
dwellings. 

(2) Where, in connection with the 
construction of a project Involving a co¬ 
operative, investor-sponsor, or rehabili¬ 
tation sales mortgagor, the Commis¬ 
sioner has waived the requirements and 
each of the following circumstances 
occur: 

(1) Where the laborers or mechanics 
not otherwise employed in the construc¬ 
tion of such project for the prospective 
owners of the individual dwellings, in 
the case of a rehabilitation sales mort¬ 
gagor) are to voluntarily donate their 
services without compensation for the 
purpose of lowering their housing costs 
in the project. 

(ii) Where the mortgagor establishes 
to the satisfaction of the Commissioner 
that amounts saved by the donated serv¬ 
ices will be credited to the account of 
the mortgagor. 

g 221.539 Dfocrimination prohibited. 

Any contract or subcontract executed 
for the performance of construction of 
the project shall contain a provision that 
there shall be no discrimination against 
any employee, or applicant for employ¬ 
ment because of race, color, creed, or 
national origin. Where the mortgagor 
Is the general contractor, the building 
loan agreement shall contain the above 
provisions. 

LNstntANCE or Advances 
§221.510 Financial rrqnirrmniK 

In order for & mortgage to be eligible 
for insurance of advances, the following 
financial requirements must be met by 
the mortgagor tc the satisfaction of the 
Commissioner: 

(a) A mortgagor, other than a non¬ 
profit mortgagor, shall deposit with the 
mortgagee, or In a depository satisfac¬ 
tory to the mortgagee and under the 
control of the mortgagee, for the purpose 
of meeting the cost of equipping and 
renting the project subsequent to com¬ 
pletion of construction of the entire proj¬ 
ect or units thereof and. during the 
course of (instruction, for allocation by 
the mortgagee to accruals for taxes, 
ground rents, mortgage Insurance pre¬ 
miums. property Insurance premiums, 
and assessments required by the terms 
of the mortgage: 

(1) In the case of new construction, 
an amount equivalent to not less than 
two percent of the original principal 
amount of the mortgage. 

(2) In the case of rehabilitation, an 
amount satisfactory to the Commis¬ 
sioner. 

(b) Prior to initial endorsement, the 
mortgagor shall deposit with the mort¬ 
gagee cash deemed by the Commissioner 
to be sufficient, when added to the pro¬ 
ceeds of the insured mortgage, to assure 
completion of the project and to pay 
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the Initial service charge, the carrying 
charges, and the legal and organization 
expenses Incident to the construction of 
the project. Such funds shall be held 
by the mortgagee In a special account 
or by an acceptable depository desig¬ 
nated by the mortgagee under an appro¬ 
priate agreement approved by the Com¬ 
missioner requiring all such funds to be 
disbursed for work and material on the 
physical improvements, and for other 
charges and expenses to be paid w hen 
due. prior to the advance of any mort¬ 
gage money. 

(c) All fees and charges to be paid 
by the mortgagor In connection with 
financing which are in excess of the ini¬ 
tial service charge and which have been 
approved by the Commissioner, shall be 
deposited with the mortgagee In cash, 
prior to initial endorsement, unless other 
arrangements acceptable to the Commis¬ 
sioner arc made. 

(d) The Commissioner shall require 
assurance of completion of offsite public 
utilities and streets in all cases, except 
where a municipality or other public body 
has by agreement < acceptable to the 
Commissioner) agreed to install such 
utilities and streets without cost to the 
mortgagor. Where such assurance is re¬ 
quired. It shall be either in the form of 
a cash escrow deposit or the retention of 
a specified amount of mortgage proceeds 
by the mortgagee. If & cash escrow is 
used, it shall be deposited with the mort¬ 
gagee or with an acceptable trustee or 
escrow' agent designated by the mort¬ 
gagee. If mortgage proceeds are used, the 
mortgagee shall retain under terms ap¬ 
proved by the Commissioner, rather than 
disburse at the Initial dosing of the 
mortgage, a portion of the mortgage pro¬ 
ceeds allocated to land in the project 
analysis. As additional assurance, the 
Commissioner may also require a surety 
company bond or bonds. 

<e) The mortgagee may accept. In lieu 
of a cash deposit required by paragraph* 
(a), (c) and (d> of this section, an 
unconditional Irrevocable letter of credit 
issued to the mortgagee by a banking 
institution. In the event a demand un¬ 
der the letter of credit is not Immediately 
met, the mortgagee shall forthwith pro¬ 
vide cash equivalent to the undrawn 
balance thereunder. 

§ 221.5*11 Building loan agreeiticut. 

Prior to the initial endorsement of the 
mortgage for insurance, the mortgagor 
and the mortgagee shall execute a build¬ 
ing loon agreement, approved by the 
Commissioner, setting forth the terms 
and conditions under which progress 
payments may be advanced during con¬ 
struction. To be covered by mortgage in¬ 
surance. each progress payment shall be 
approved by the Commissioner. 

§ 221.312 A»«uranrc of completion. 

fa) The mortgagor shall furnish as¬ 
surance of completion of the project. In 
the form of a personal indemnity agree¬ 
ment. a surety company bond or bonds, 
a cash escrow deposit, a letter of credit, 
or an agreement controlling the dis¬ 
bursement of construction funds coupled 


FEDERAL REGISTER, VOl. 36. NO. 246— WEDNESDAY, DECEMBER 22, 1971 










21600 

with a guaranty of performance of the 
construction contract, as required by the 
Commissioner. The personal indemnity 
agreement and the bonds shall be on 
forms approved by the Commissioner. 
The surety company executing a bond 
must be satisfactory to the Commis¬ 
sioner. Where a cash escrow deposit is 
used, it shall be established under on 
agreement with the mortgagee or with 
a depository satisfactory to the mort¬ 
gagee and the Commissioner and shall 
involve cash, or securities of. or fully 
guaranteed as to principal and interest 
by. the United States of America. Where 
an agreement controlling the disburse¬ 
ment of construction funds coupled with 
a guaranty of performance of the con¬ 
struction contract is used, the agreement 
shall contain terms satisfactory to the 
Commissioner. The types of assurance 
to be furnished are as follows: 

<1> Where the estimated cost of con¬ 
struction or rehabilitation is $500,000 or 
less, assurance will be accepted in the 
form of a personal indemnity agreement 
executed by the principal officers, direc¬ 
tors. stockholders, or partners or Indi¬ 
viduals operating as the general 
contractor. 

(2) Where the estimated cost of con¬ 
struction or rehabilitation Is more than 
$500,000 or where such cost Is less than 
$500,000 and a personal indemnity agree¬ 
ment is not executed, assurance shall be 
by a surety company bond or bonds, a 
cash escrow deposit, a letter of credit, or 
an agreement controlling the disburse¬ 
ment of construction funds coupled with 
a guaranty of performance of the con¬ 
struction contract, the amount of which 
shall be prescribed by the Commissioner. 

ib) The mortgagee may accept. In lieu 
of a cash deposit required by paragraph 

(a) of this section, an unconditional 
Irrevocable letter of credit issued to the 
mortgagee by a banking institution. In 
the event a demand under the letter of 
credit Is not Immediately met. the mort¬ 
gagee shall forthwith provide cash 
equivalent to the undrawn balance 
thereunder. 

(c) Rehabilitation projects involving 
11 or less living units shall be excepted 
from the indemnity agreement, bonding, 
escrow, or letter of credit requirements of 
paragraphs (a) and (b) of this section, 
but the benefits of such exception shall 
not be available where It has already 
been applied to two rehabilitation proj¬ 
ects (each Involving 11 or less living 
units) currently being constructed and 
which Involve the same mortgagor or 
general contractor. 

Application of Net Income 
§ 221.542a Accounting for net income. 

All net income received by a non¬ 
profit. builder-seller. Investor-sponsor, 
rehabilitation sales mortgagor shall be 
accounted for to the Commissioner and 
shall not be distributed without the prior 
approval of the Commissioner. 

§ 221.543 Advance amortization. 

(a) If prior to the beginning of amor¬ 
tization net Income, as defined by the 
Commissioner, Is received as a result of 
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the rental of the mortgaged property, 
such net Income, to the extent deter¬ 
mined by the Commissioner, shall be ap¬ 
plied In one or more of the following 
ways: 

(1) To advance amortization. 

(2) To offset the cost of approved cap¬ 
ital improvements. 

(3) To be deposited in the reserve 
fund for replacement and to be held as 
a reserve In addition to the monthly de¬ 
posits required by the regulatory agree¬ 
ment In addition to being applicable to 
commitments issued on or after De¬ 
cember 3. 1963, the provisions of this 
subparagraph shall be applicable to 
commitments outstanding on such date 
where the mortgage has not received 
final endorsement. 

(b) The provisions of paragraph (a) 
of this section shall not apply to the 
following: 

(1) Investor-sponsor, builder-seller, 
nonprofit, or rehabilitation sales mort¬ 
gagor (the distribution of net income by 
such mortgagors Is controlled by 
* 221.542a). 

(2) Cooperative mortgagors (the use 
of surplus funds by such mortgagors Is 
prescribed in * 221.534). 

(3) Projects involving rehabilitation 
where the mortgage does not exceed 
$200,000. 

Property Requirements 
§ 221.544 Eligibility of property. 

(a) A mortgage to be eligible for In¬ 
surance shall be on real estate held: 

(1) In fee simple; or 

(2) On the interest of the lessee under 
a lease for not less than ninety-nine 
years which Is renewable; or 

(3) Under a lease having a period of 
not less than seventy-five years to run 
from the date of mortgage is executed; 
or 

(4) Under a lease executed by a gov¬ 
ernmental agency, an Indian or an 
Indian tribe for the maximum term 
consistent with the legal authority for 
the execution of such lease, provided 
that the term of any such lease shall run 
for a period of not less than fifty years 
from the date the mortgage is executed. 

(b) The property constituting security 
for the mortgage must be held by an 
eligible mortgagor as herein defined and 
must at the time the mortgage is Insured 
be free and clear of all liens other than 
that of such mortgage. 

§ 221.545 Development of property. 

(a) Obligation of mortgagor . The 
mortgagor shall be obligated to develop 
the property as follows: 

(1) A mortgagor, other than a reha¬ 
bilitation sales mortgagor meeting the 
requirements of 1221.510(a)(3), shall 
be obligated to cither construct and com¬ 
plete new housing accommodations on 
the mortgaged property or rehabilitate 
existing housing accommodations de¬ 
signed principally for residential use. 

(2) A rehabilitation sales mortgagor 
meeting the requirements of * 221.510 
(a) (3) shall be obligated to purchase and 
rehabilitate existing housing. 


(b) Minimum number of units. (1) 
A project, other than a project to be 
rehabilitated by a rehabilitation sales 
mortgagor meeting the requirements of 
§ 221.510(a) (3). shall consist of not less 
than five dwelling units and may be de¬ 
tached, semidetached, or row houses, or 
multifamily structures. 

(2) A project, where the mortgagor is 
a rehabilitation sales mortgagor meeting 
the requirements of * 221.510(a) (3). 
shall consist of not less than four single 
family dwellings or four one-family units 
in a condominium. The single family 
dwellings may be detached, semide¬ 
tached, or row houses. The family units 
shall be located In a structure or struc¬ 
tures concerning which the mortgagor 
certifies that It Intends, upon com¬ 
pletion of the project, to commit the 
ownership of the project to a plan of 
apartment ownership approved by the 
Commissioner. 

(c) Compliance with governmental 
regulations . The property, including 
improvements, shall comply with any 
material zoning or deed restrictions ap¬ 
plicable to the project site and with all 
applicable building and other govern¬ 
mental regulations. 

§221.516 Commercial and community 
facilities. 

(a) In general. The project may in¬ 
clude such commercial and community 
faculties as the Commissioner deems ade¬ 
quate to serve the occupants. 

<b) Urban renewal area projects. 
Where the project Is located In an urban 
renewal area. It may Include such non- 
dwelling facilities as the Co mmi ss i oner 
determines will be desirable and consis¬ 
tent with the urban renewal plan and 
contribute to the economic feasibility of 
the project. Approval of such nondwel¬ 
ling facilities shaU only be granted un¬ 
der the following conditions: 

(1) That the project will remain pre¬ 
dominantly residential. 

(2) That the nondwelling faculties will 
not adversely affect the other business 
enterprises in the community. 

(3) That the mortgagor. In a case in¬ 
volving a mortgage bearing interest at 
the special below market rate provid»?d 
in | 221.518(b). agree to waive the right 
to receive dividends on its equity Invest¬ 
ment In the portion of the project de¬ 
voted to commercial facilities. 

(c) Rehabilitation sales projects. 
Commercial and community facilities 
shall not be Included In a project in¬ 
volving a mortgage meeting the require¬ 
ments of * 221.510(a)(3). 

§ 221.546a Neighborhood charnrierUlic*. 

In a case Involving a mortgagor meet¬ 
ing the requirements of * 221.510(a) (3), 
the mortgagor shall establish to the 
satisfaction of the Commissioner either 
of the following: 

(a) That the property to be rehabili¬ 
tated Is located in a neighborhood which 
is sufficiently stable and contains suffi¬ 
cient public facilities and amenities to 
support long-term values. 

(b) That the rehabilitation to be car¬ 
ried out by the mortgagor plus its related 
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activities and the activities of other 
owners of housing In the neighborhood, 
together with actions to be taken by pub¬ 
lic authorities, will be of such scope and 
quality as to give reasonable promise 
that a stable environment will be created 
in the neighborhood. 

Cost Certification Requirements 

§ 221.517 Certification of cost require¬ 
ment*. 

(a) Prior to Initial endorsement of the 
mortgage for Insurance, the mortgagor, 
the mortgagee, and the Commissioner 
shall enter Into an agreement In form 
and content satisfactory to the Commis¬ 
sioner for the purpose of precluding any 
excess of mortgage proceeds over statu¬ 
tory limitations. Under this agreement, 
the mortgagor shall disclose Its relation¬ 
ship with the builder. Including any col¬ 
lateral agreement, and shall agree: 

(1) To enter Into a construction con¬ 
tract in a form meeting the require¬ 
ments of 9 221.548. 

(2) To execute a certificate of actual 
costs, upon completion of all physical Im¬ 
provements on the mortgaged property. 

<3) To apply In reduction of the out¬ 
standing balance of the principal of the 
mortgage any excess of mortgage pro¬ 
ceeds over: 

(I) In the case of a general or limited 
distribution mortgagor, 90 percent of 
actual cost; or 

(II) In the case of all other mort¬ 
gagors, 100 percent of actual cost. 

(b) The provisions of paragraph (a) 
of this section relating to disclosure and 
the requirement for a construction con¬ 
tract shall not apply where the mort¬ 
gagor Is the general contractor. 

(c) The provisions of paragraph (a) 
of this section shall not be applicable 
to a project Involving a rehabilitation 
sales mortgagor. 

§ 221.548 Form of contract. 

(a) In general. The contract be¬ 
tween the mortgagor and the general 
contractor shall be In the form of either 
a lump sum contract or a cost plus con¬ 
tract. The lump sum contract shall 
provide for the payment of a specified 
amount. The cost plus contract shall 
provide for the payment of the actual 
coat of construction, not to exceed an 
upset price, and may include a provi¬ 
sion for an additional payment to the 
builder of a fee in an amount allowed 
by the Commissioner. 

(b) Lump sum contract. A lump sum 
contract may be used where it Is estab¬ 
lished to the satisfaction of the Com¬ 
missioner that no identity of Interest 
exists between the mortgagor or any of 
Us officers, directors, stockholders or 
partners and the general contractor, and 
where the mortgage Is executed by a 
public, limited distribution, investor 
sponsor or general mortgagor. A lump 
sum contract may also be used where 
the mortgage is executed by a coopera¬ 
tive mortgagor if the Commissioner 
makes the foregoing determination as 
to nonidentity of interest and It Is 


established to the Commissioner's satis¬ 
faction that a cost plus form of con¬ 
tract Is not required to protect his 
Interests. 

(c) Cost plus contract. A cost plus 
contract shall be used In each of the 
following Instances: 

(1) Where it is determined by the 
Commissioner that an identity of in¬ 
terest exists between the mortgagor or 
any of its officers, directors, stockhold¬ 
ers or partners and the general con¬ 
tractor. 

(2) Where the mortgage Is executed 
by a cooperative mortgagor and It Is 
determined by the Commissioner that 
a cost plus form of contract is required 
to protect his interests. 

(3) Where the mortgage Is executed 
by a nonprofit or builder-seller mort¬ 
gagor, unless It Is established to the 
Commissioner's satisfaction that a cost 
plus form of contract is not required 
to protect his Interests and the Interests 
of the mortgagor, in which case a lump 
sum form of contract may be used. 

fi 221.549 Certificate at to atsbcuntrncU. 

(a) If It is determined by the Commis¬ 
sioner that the mortgagor, its officers, 
directors or stockholders, have any In¬ 
terest, financial or otherwise. In any 
subcontractor or material supplier, the 
mortgagor must certify in a form pre¬ 
scribed by the Commissioner prior to 
final endorsement that the amounts paid 
to such subcontractor or material sup¬ 
plier were not more than the rate pre¬ 
vailing In the locality for similar type 
labor and materials. 

(b) The provisions of paragraph (a) 
of this section shall not be applicable to 
a project involving a rehabilitation sales 
mortgagor. 

§221.550 Certificate of actual root— 
contents in general. 

(a) Submission of certificate . The 
mortgagor's certificate of actual cost. In 
a form prescribed by the Commissioner, 
shall be submitted prior to final en¬ 
dorsement and upon completion of the 
Improvements to the satisfaction of the 
Commissioner. 

(b) /ferns to be included . The cer¬ 
tificate shall show the actual cost to the 
mortgagor of: 

(1) The cost plus construction con¬ 
tract. Including the builder's fee actu¬ 
ally paid and approved by the Commis¬ 
sioner; or the lump sum construction 
contract; or the cost of the construction 
of the project, where the mortgagor also 
acts as the general contractor and no 
construction contract is executed. 

(2) The architect's fee. 

(3) The offsite public utilities and 
streets not included in subparagraph (1) 
of this paragraph. 

(4) The organizational and legal 
expenses. 

(6) The other items of expense ap¬ 
proved by the Commissioner. 

(c) Items not to be included. The 
certificate shall not Include as actual 
cost any kickbacks, rebates, trade dis¬ 


counts. or other similar payments to the 
mortgagor or to any of its officers, direc¬ 
tors. stockholders, or partners. Any 
such payments shall be deducted from 
the cost s determined under paragraph 
(b) of this section. 

<d) Nonapplicability to rehabilitation 
sales mortgagors. The provisions of para¬ 
graphs (a) through (c) of this section 
shall not be applicable to a project in¬ 
volving a rehabilitation sales mortgagor. 

§ 221.550a Certificate of actual coat— 
buildcr'i and ipomor'i profit and 
rUk allowance. 

(a) In general. The mortgagor's cer¬ 
tificate of actual cost shall include (ex¬ 
cept in a case involving a nonprofit, 
bullder-s e 11 c r, cooperative, investor- 
sponsor. or rehabilitation sales mort¬ 
gagor) an allowance for builder's and 
sponsor’s profit and risk. The amounts of 
the allowance shall be dependent upon a 
determination by the Commissioner as 
to whether or not there exists an identity 
of interest between the mortgagor or any 
of its officers, directors, stockholders, or 
partners and the general contractor. 

(b) Identity of interest cases. Where 
an Identity of Interest exists, a builder's 
and sponsor's profit and risk allowance 
shall be Included in lieu of the builder's 
fee provided for In 9 221.550(b)(1). This 
allowance shall be 10 percent of the ac¬ 
tual cost computed In accordance with 
I 221.550 excluding the following items: 

(1) Any builder’s fee actually paid 
and approved by the Commissioner. 
(This fee shall be paid out of the builder's 
and sponsor's profit and risk allowance.) 

(2) The cost of the land or any 
amount paid for a leasehold. 

(3) The value of the land and im¬ 
provements prior to repair or rehabilita¬ 
tion plus the amount of the mortgage 
proceeds used to refinance any outstand¬ 
ing indebtedness on the property where 
the property Involves the financing of 
repair or rehabilitation. 

(c) Nonidentity of interest cases. 
Where no identity of Interest exists, a 
sponsor's profit and risk allowance shall 
be included. This allowance shall be 10 
percent of the actual cost computed in 
accordance with 9 221.550 excluding the 
following items: 

(1) The amounts paid by the mort¬ 
gagor under the construction contract. 

(2) The cost of the land or any 
amount paid for a leasehold. 

(3) The value of the land and im¬ 
provements prior to repair or rehabilita¬ 
tion plus the amount of the mortgage 
proceeds used to refinance any outstand¬ 
ing indebtedness on the property where 
the mortgage involves the financing of 
repair or rehabilitation. 

(d) Nonapplicability to nonprofit , 
buUder-scllcr t cooperative , investor- 
sponsor. or rehabilitation sales mort¬ 
gagor. The provisions of paragraphs (a) 
through (c) of this section shall not be 
applicable to a project involving a non¬ 
profit, builder-seller, cooperative, In¬ 
vestor-sponsor. or rehabilitation sales 
mortgagor. 
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§ 221.551 Contractor’* certification, 

(a) Certification bp General contrac¬ 
tor. Where a cost plus form of contract 
Is used by a cooperative mortgagor or 
where any other type of mortgagor la 
required by the Commissioner to use 
such contract, the mortgagor shall sub¬ 
mit along with its certificate of actual 
cost a certification of the general con¬ 
tractor. in a form prescribed by the Com¬ 
missioner. as to all actual costs paid for 
labor, materials and subcontract work 
under the general contract exclusive of 
the builder’s fee and any kickbacks, re¬ 
bates. trade discounts, or other similar 
payments to the general contractor, the 
mortgagor, or any of Its officers, direc¬ 
tors. stockholders or partners. 

(b) Certification by subcontractor . 
Where it Is determined by the Commis¬ 
sioner that an identity of Interest exists 
between the mortgagor or any of its of¬ 
ficers, directors, stockholders or partners 
and any subcontractor, material supplier, 
or equipment lessor, the mortgagor may 
be required by the Commissioner to 
submit a certification of actual cost by 
such subcontractor, material supplier, or 
equipment lessor, in a form prescribed 
by the Commissioner, as to all actual 
costs paid for labor, materials, subcon¬ 
tracts and overhead exclusive of any 
kickbacks, rebates, trade discounts, or 
other similar payments to the general 
contractor, the mortgagor or any of its 
officers, directors, stockholders or part¬ 
ners. Where the use of a cost plus form 
of contract Is required by the Commis¬ 
sioner, and It Is determined by the Com¬ 
missioner that an identity of Interest 
exists between the general contractor 
and any subcontractor, material supplier, 
or equipment lessor, the mortgagor may 
be required by the Commissioner to 
submit a certification of actual cost by 
such subcontractor, material supplier, or 
equipment lessor. 

<c) The provisions of paragraphs (a) 
and <b) of this section shall not be ap¬ 
plicable to a project involving a rehabili¬ 
tation sales mortgagor. 

8 221.552 Record*. 

(a) The mortgagor shall keep and 
maintain adequate records of all cost of 
any construction or other cost items not 
representing work under the general 
contract and. In the case of a fixed 
fee contract, shall require the builder to 
keep similar records and, upon request 
by the Commissioner, shall make avail¬ 
able for examination such records In¬ 
cluding any collateral agreements. 

(b) The provisions of paragraph (a) 
of this section shall not be applicable to 
a project involving a rehabilitation sales 
mortgagor. 

8 221.553 Certificate of public account¬ 
ant. 

(a) In all projects, except those speci¬ 
fied in paragraph (b) of this section, the 
certificate of actual cost shall be sup¬ 
ported by a certificate as to accuracy by 
an Independent Certified Public Account¬ 
ant or Independent public accountant, 
which shall Include a statement that the 
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accounts, records and supporting docu¬ 
ments have been examined in accordance 
with generally accepted auditory stand¬ 
ards to the extent deemed necessary to 
verify the actual costs. 

<b) The provisions of paragraph (a) 
of this section shall not be applicable to 
a project Involving 40 or less living units 
or to a project Involving a rehabilitation 
sales mortgagor. 

8 221.554 Value of land. 

ca) Upon receipt of the mortgagor's 
certification of actual cost there shall 
be added to the total amount thereof 
the Commissioner's estimate of the fair 
market value of any land Included In 
the mortgage security and owned by the 
mortgagor in fee, such value being prior 
to the construction of the improvements. 
In the event the land Is held under a 
leasehold or other Interest less than a 
fee. the cost. If any. of acquiring the 
leasehold or other Interest Is considered 
an allowable expense which may be 
added to actual cost provided that In no 
event such amount is In excess of the 
fair market value of such leasehold or 
other interest exclusive of proposed 
improvements. 

(b) The provisions of paragraph (a) 
of this section shall not be applicable to 
a project involving a rehabilitation sales 
mortgagor. 

§221.555 Reduction in mortgage 
amount—new construction. 

(a) IX the principal obligation of the 
mortgage exceeds (a) in the case of a 
general or limited distribution mort¬ 
gagor, 90 percent, or (b) in the case of 
other mortgagors, 100 percent, of the 
total amount as shown by the certificate 
of actual cost plus the value of land, 
the mortgage shall be reduced by the 
amount of such excess prior to final 
endorsement for insurance. 

(b) The provisions of paragraph (a) 
of this section shall not be applicable to 
a project involving a rehabilitation sales 
mortgagor. 

§ 221.556 Reduction in mortgage 
amount—rehabilitation. 

In the event the mortgage is to finance 
repair or rehabilitation, the mortgagor's 
actual cost of such repair or rehabilita¬ 
tion may Include the items of expense 
permitted for new construction in ac¬ 
cordance with {221.560 and the ap¬ 
plicable cost certification procedure 
described therein will be required; pro¬ 
vided such mortgage shall be subject to 
the following limitations: 

(a) Property held in fee. If no part 
of the proceeds is to be used to finance 
the purchase of the land or structures 
involved, the mortgage shall be reduced 
to an amount not to exceed 100 percent 
of the approved cost of the completed 
repair or rehabilitation. 

(b) Property subject to existing mort¬ 
gage. If the Insured mortgage is to In¬ 
clude the cost of refinancing an existing 
mortgage acceptable to the Commis¬ 
sioner. the amount of the existing mort¬ 
gage or (1) in the case of a general or 
limited distribution mortgagor, 90 per¬ 


cent. or (2) in the case of all other 
mortgagors, 100 percent of the Commis¬ 
sioner's estimate of the fair market value 
of the land and existing improvement 
prior to repair or rehabilitation, which¬ 
ever is the lesser, shall be added to the 
actual cost of the repair or rehabilitation 
If the principal obligation of the insured 
mortgage exceeds the total amount thus 
obtained, the mortgage shall be reduced 
by the amount of such excess prior to 
final endorsement for Insurance. 

(c) Property to be acquired . If the 
mortgage is to Include the cost of land 
and improvements, and the purchase- 
price thereof is to be financed with part 
of the mortgage proceeds, the purchase 
price, or the Commissioner's estimate of 
the fair market value of the land and 
existing improvements prior to repair 
or rehabilitation, whichever is the lesser, 
shall be added to the actual cost of the 
repair or rehabilitation. If the principal 
obligation of the Insured mortgage ex¬ 
ceeds (1) in the case of a general or 
limited distribution mortgagor, 90 per¬ 
cent. or (2) In the case of all other 
mortgagors. 100 percent, of the total 
amour^ thus obtained, the mortgage 
shall be reduced by the amount of such 
excess prior to final endorsement for 
insurance. 

(d) Nonapplicability to rehabilitation 
sales mortgagors. The provisions of para¬ 
graphs (a) through <c> of this section 
shall not be applicable to a project in¬ 
volving a rehabilitation sales mortgagor. 

§ 221.557 Requisite* of agreement and 
certification. 

Any agreement, undertaking, state¬ 
ment or certification required by 
5 221.550 shall specifically state that it 
has been made, presented, and delivered 
for the purpose of Influencing an official 
action of the Federal Housing Adminis¬ 
tration, and of the Federal Housing 
Commissioner, and may be relied upon 
by the Commissioner as a true statement 
of the facts contained therein. 

§221.558 Coat certification incontest¬ 
able. 

Upon the Commissioner's approval of 
the mortgagor's certification as required 
by | 221.550 such certification shall be 
final and Incontestable except for fraud 
or material misrepresentation on the 
part of the mortgagor. 

Other Eligible Mortgages 

§ 221.559 Eligibility of miscellaneous 
type mortgages. 

(a) A mortgage covering five or more 
rental units and which meets the re¬ 
quirements of this part, except as modi¬ 
fied by this section, shall be eligible for 
insurance under this subpart. 

(b) The mortgage may be accepted for 
insurance if: 

<1> Executed in connection with the 
sale by the Government, or any agency 
or official thereof, of any housing ac¬ 
quired or constructed under Public Law 
849, Seventy-sixth Congress, as amend¬ 
ed; Public Law 781, Seventy-sixth Con¬ 
gress, as amended; or Public Laws 9, 73. 
or 353, Seventy-seventh Congress, as 
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amended (including any additional prop¬ 
erty acquired, held, or constructed in 
connection with such housing or to serve 
the Inhabitants thereof); or 

(2) Executed in connection with the 
sale by the Public Housing Administra¬ 
tion, or by any public housing agency 
with the approval of the said Adminis¬ 
tration, of any housing (Including any 
additional property acquired, held, or 
constructed In connection with such 
bousing or to serve the Inhabitants 
thereof) owned or financially assisted 
pursuant to the provisions of Public Law 
671, Seventy-sixth Congress; or 

(3) Executed in connection with the 
sale by the Government, or any agency 
or official thereof, of any of the ao-called 
Greenbelt towns, or parts thereof, in¬ 
cluding projects, or parts thereof, known 
as Greenhills. Ohio; Greenbelt. Mary¬ 
land; and Greendale. Wisconsin, devel¬ 
oped under the Emergency Relief Appro¬ 
priation Act of 1936; or of any of the 
village properties or employees' housing 
under the Jurisdiction of the Tennessee 
Valley Authority; or of any housing un¬ 
der the Jurisdiction of the Department 
of the Interior located within the town 
area of Coulee Dam, Washington, ac¬ 
quired by the United States for the con¬ 
struction. operation, and maintenance of 
Grand Coulee Dam and its appurtenant 
works or of any permanent housing un¬ 
der the Jurisdiction of the Department 
of the Interior constructed under the 
Boulder Canyon Project Act of December 
21. 1928. as amended and supplemented, 
located within the Boulder City munici¬ 
pal area; or 

(4) Executed in connection with the 
sale by the Government, or any agency 
or official thereof, of any housing (in¬ 
cluding any property acquired, held, or 
constructed in connection therewith or 
to serve the inhabitants thereof) pur¬ 
suant to the Atomic Energy Community 
Act of 1955, as amended: Provided. That 
such Insurance shall be issued without 
regard to any preference or priorities ex¬ 
cept those prescribed by the National 
Housing Act or the Atomic Energy Com¬ 
munity Act of 1955. as amended; or 

(5) Executed in connection with the 
sale by a State or municipality, or any 
agency, instrumentality, or political sub¬ 
division of either, of a project consisting 
of any permanent housing (including any 
property acquired, held or constructed 
in connection therewith or to serve the 
inhabitants thereof), constructed by or 
on behalf of such State, municipality, 
agency, instrumentality or political sub¬ 
division, for the occupancy of veterans 
(as defined In i 203.12), their families 
and others: Provided. That in no case 
may the principal obligation of a mort¬ 
gage referred to in this subparagTaph 
exceed 90 percent of the appraised value 
of the mortgaged property; or 

(8) Executed in connection with the 
first resale, within two years from the 
date of its acquisition from the Govern¬ 
ment. of any portion of a project or prop¬ 
erty of the character described in sub- 
paragraphs (1). (2), (3). and (4) of 
this paragraph. 
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{ 221.359a Eligibility of mortgage* cot. 

< ring housing in certain neighbor¬ 
hood*. 

(a) A mortgage financing the repair, 
rehabilitation, or construction of prop¬ 
erty located In an older declining urban 
area shall be eligible for insurance un¬ 
der this subpart subject to compliance 
with the additional requirements of this 
section. 

(b) The mortgage shall meet all of the 
requirements of this subpart, except such 
requirements (other than those relating 
to labor standards and prevailing wages) 
as are Judged to be not applicable on the 
basis of the following determinations to 
be made by the Commissioner: 

(1) That the conditions of the area in 
which the property is located prevent the 
application of certain eligibility require¬ 
ments of this subpart. 

(2) That the area is reasonably viable, 
and there is a need in the area for ade¬ 
quate housing for families of low and 
moderate income. 

(3) That under all of the special sur¬ 
rounding circumstances, the mortgage to 
be Insured is an acceptable risk. 

(c) Mortgages complying with the re¬ 
quirements of this section shall be in¬ 
sured under this subpart pursuant to 
section 223(e) of the National Housing 
Act. Such mortgages shall be Insured 
under and be the obligation of the Spe¬ 
cial Risk Insurance Fund. 

§ 221.359b Eligibility for insurance 
tinder Motion 221 (j) of mortgage 
financing purchase of existing proj¬ 
ect by cooperative. 

(a) A mortgage given to finance the 
purchase by a cooperative mortgagor 
from a mortgagor other than a coopera¬ 
tive or a private nonprofit corporation or 
association shall be eligible for Insurance 
under this subpart, If such mortgage 
meets the requirements of this subpart, 
except as modified by this section. 

(b) The project being purchased by 
the cooperative shall have been covered 
by a mortgage Insured under this sub¬ 
section bearing Interest at the below 
market rate prescribed in l 221.518(b). 

(c) The insurance of such mortgage 
shall be governed by the following; 

(I) The amount of the mortgage shall 
not exceed the lesser of the amounts de¬ 
termined by applying the formulas in 
subdivision (i> or (li) of this subpara¬ 
graph os follows; 

(i) An amount, the debt service of 
which can be met from project income 
remaining after payment of all operating 
expenses, taxes, and required services, 
provided the project is operated on a non¬ 
profit basis and the rental charges in ef¬ 
fect at the time of purchase are not 
raised. 

(II) The project's actual cost at the 
time of completion (as determined by the 
Commissioner) or the project's fair mar¬ 
ket value for residential purposes as 
determined by the Commissioner on the 
basis of operating the project without 
the benefit of a below market interest 
rate mortgage or rent supplement pay¬ 
ments and without the controls by the 
Commissioner over the project imposed 
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by the provisions in this subpart, which¬ 
ever amount is the greater. 

(2) Subject to limitations prescribed 
in subparagraph (1) of this paragraph, it 
is Intended that the mortgage will pro¬ 
vide an amount which will enable the 
seller of the project to realize a net 
amount out of the sales proceeds suffi¬ 
cient to recover its investment and to 
retire the outstanding mortgage. 

(3) The term of the mortgage may ex¬ 
ceed the remaining term of the origi¬ 
nal mortgage on the project, but in no 
event may it exceed the Commissioner s 
estimate of the remaining economic life 
of the project. 

(4) The mortgage shall bear interest 
at the below market rate prescribed In 
i 221.518(b). 

g 221.560 Eligibility of refinanced mort¬ 
gages. 

(a) A mortgage given to refinance an 
existing mortgage insured under the act 
may be Insured under this subpart pur¬ 
suant to section 223(a)(7) of the act. 
The new mortgage shall be limited in 
amount and In term as follows: 

(1) The principal of the new mortgage 
shall not exceed the lowest of these 
amounts; 

(1) The original principal amount of 
the existing Insured mortgage. 

(U) The unpaid principal amount of 
the existing Insured mortgage, to which 
may be added— 

(a) Hie outstanding indebtedness in¬ 
curred in connection with capital Im¬ 
provements made to the property which 
are acceptable to the Commissioner. 

(b) The costs, as determined by the 
Commissioner, of improvements, upgrad¬ 
ing or additions required to be made to 
the property. 

(c) Loan closing charges. 

(ill) Hie Commissioner's estimate of 
the value of the property after comple¬ 
tion of the repairs. Improvements or 
additions to the property, except for 
general or limited distribution mort¬ 
gagors when the amount shall not exceed 
90 percent of the Commissioner’s esti¬ 
mate of the value of the property after 
completion of the repairs. Improvements 
or additions to the property. 

(2) The term of the new mortgage 
shall not exceed the uncxplrod term of 
the existing mortgage, except that it may 
have a term of not more than 12 years in 
excess of the unexpired term of the ex¬ 
isting mortgage in any case in which 
the Commissioner determined that the 
Insurance of the mortgage for an addi¬ 
tional term will inure to the benefit of 
the applicable Insurance fund, taking 
into consideration the outstanding in¬ 
surance liability under the existing In¬ 
sured mortgage. 

(b) Notwithstanding any other pro¬ 
vision of this subpart, a mortgage given 
by a mortgagor other than a general 
mortgagor to refinance a mortgage cov¬ 
ering an existing property or project 
located in an urban renewal area, shall 
be eligible for Insurance under tills sub¬ 
part. provided the Commissioner finds 
that such insurance will facilitate the 
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occupancy of dwelling units in the prop¬ 
erty or project by families of low or 
moderate income or families displaced 
from an urban renewal area or displaced 
os a result of governmental action. 

<c) The provisions of if 221.503 
through 221.508 relating to fees and 
charges shall not bo applicable to com¬ 
mitments issued on or before December 
31, 1963, for refinancing an existing in¬ 
sured mortgage if: 

(1) The mortgage meets the require¬ 
ments of paragraph (a) of this section 
and bears Interest not in excess of the 
rates provided in 8 221.518(b); or 

(2) The mortgage meets the require¬ 
ments of paragraph <b> of this section 
and bears Interest not In excess of the 
rates prescribed In 5 221.518(b), 

§ 221.561 Rrinjuiranec of Go«rnni**!oncr- 
hcld mortgage*. 

The Commissioner may insure under 
this part, without regard to any limita¬ 
tion upon eligibility contained in this 
subpart, any mortgage assigned to him 
in connection with payment under a con¬ 
tract of mortgage insurance, or executed 
in connection with a sale by him of any 
property acquired under any section or 
title of the Act. 

Title 

§ 221.562 Eligibility of title. 

In order for the mortgaged property 
to be eligible for insurance, the Commis¬ 
sioner must determine that marketable 
title thereto Is vested in the mortgagor as 
of the date the mortgage is filed for 
record. The title evidence will be ex¬ 
amined by the Commissioner and the 
original endorsement of the credit in¬ 
strument for insurance will be evidence 
of Its acceptability. 

§ 221.563 Title evidence. 

(a) Upon insurance of the mortgage, 
the mortgagee shall furnish to the Com¬ 
missioner a survey of the mortgaged 
property, satisfactory to him and a pol¬ 
icy of title insurance covering such prop¬ 
erty. os provided in subparagraph (X) 
of this paragraph. If, for reasons the 
Commissioner deems satisfactory, title 
insurance cannot be furnished, the 
mortgagee shall furnish such evidence 
of title in accordance with subparagraph 
(2). (3), or (4) of this paragraph, as the 
Commissioner may require. Any survey, 
policy of title insurance, or evidence of 
title required under this section shall be 
furnished without expense to the Com¬ 
missioner. The types of title evidence are: 

(X) A policy of title Insurance Issued 
by a company and in a form satisfactory 
to the Commissioner. The policy shall 
name as the insureds the mortgagee and 
the Secretary of Housing and Urban De¬ 
velopment, as their respective interests 
may appear. The policy shall provide that 
upon acquisition of title by the mortga¬ 
gee or the Secretary, it will become an 
owner's policy running to the mortga¬ 
gee or the Secretary, as the case may be. 

(2) An abstract of title satisfactory to 
the Commissioner, prepared by an ab¬ 
stract company or individual engaged 


in the business of preparing abstracts 
of title, accompanied by a legal opinion 
satisfactory to the Commissioner, as to 
the quality of such title, signed by an 
attorney at law experienced in the ex¬ 
amination of titles. 

(3) A Torrens or similar title certifi¬ 
cate. 

(4) Evidence of title conforming to 
the standards of a supervising branch of 
the Government of the United States of 
America, or of any State or Territory 
thereof. 

(b) The survey required by paragraph 
(a) of this section need not be furnished 
in connection with a project Involving 
rehabilitation where the mortgage does 
not exceed $200,000. 

Extension or Time 
§ 221.564 Actions by Commit oner. 

Where the mortgagee or lender has 
failed to take action within the period 
of time required in order to prevent the 
expiration of a commitment or in order 
to reopen an expired commitment, the 
Commissioner may extend such period 
and may retroactively reinstate or re¬ 
open such commitment, 

§ 221.749 Effect of amendments. 

The regulations In this subpart may be 
amended by the Commissioner at any 
time and from time to time, in whole or 
in part, but such amendment shall not 
adversely affect the Interests of a mort¬ 
gagee or lender under the contract of 
insurance on any mortgage or loan al¬ 
ready insured and shall not adversely af¬ 
fect the interests of a mortgagee or 
lender on any mortgage or loan to be in¬ 
sured on which the Commissioner has 
made a commitment to insure. 

Subpart D—Contract Rights and Ob¬ 
ligations— Moderate Income 

Projects 

8 221.751 Incorporation by reference. 

(a) AH of the provisions of 8ubpart 
B. Part 207 of this chapter, covering 
mortgages insured under section 207 of 
the National Housing Act. apply with full 
force and effect to multifamily project 
mortgages insured under section 221 of 
the National Housing Act. except the 
following provisions: 

8ec, 

207.252 First, second and third premium. 
207253 Adjusted premium and termination 
charges. 

207269 Insurance benefit*. 

(b) Por the purposes of this subpart, 
all references in Part 207 of tills chap¬ 
ter to section 207 of the act shall be 
construed to refer to section 221 of the 
act. and all references to Part 207 shall 
be construed to refer to this subpart. 

§ 221.755 Fimt, accunil, anil third pre¬ 
mium. 

All of the provisions of I 207 252 of this 
chapter, relating to mortgage insurance 
premiums, apply to mortgages insured 
under this subpart that provide for 
Interest at the market rate prescribed in 
§ 221.518(a) but such provisions shall 
not apply to: 


(a) Mortgages that provide for inter¬ 
est during the Construction period at the 
market rate and for interest subsequent, 
to final endorsement at the below mark ?t 
rate prescribed in 8 221.518(b); or 

(b) Mortgages encumbering a project, 
in which all units ore covered by 
on annual contributions contract issued 
pursuant to section 10(c) of the Housin' 
Act of 1937. 

§ 221.760 Adjintcd premium nud termi¬ 
nation rhargeft. 

All of the provisions of I 207.253 of 
this chapter, relating to adjusted pre¬ 
mium and termination charges, apply to 
mortgages insured under this subpan 
that provide for interest at the market 
rate prescribed in fi 221.518(a), but such 
provisions shall not apply to: 

(a) Mortgages that provide for inter¬ 
est during the construction period at the 
market rate and for interest subsequent 
to final endorsement at the below market 
rate prescribed in I 221.518(b); or 

(b) Mortgages encumbering a project 
in which all units are covered by an an¬ 
nual contributions contract Issued pur¬ 
suant to section 10(c) of the Housing 
Act of 1937. 

8 221.761 Forbearance relief. 

(a) In a case where the mortgage Is In 
default, the mortgagor and the mort¬ 
gagee may enter into a forbearance 
agreement for the reduction or suspen¬ 
sion of regular mortgage payments for a 
specified period of time. If the following 
requirements are met: 

(1) The mortgage was endorsed for 
insurance on or after July 7. 1961. 

(2) The Commissioner determines 
that the default was due to circum¬ 
stances beyond the mortgagor's contn ! 
and that the mortgage probably will be 
restored to good standing within a rea¬ 
sonable period of time and evidenc• ; 
such determination by written approve 
of the forbearance agreement. 

(b) The time specified in | 207.258* a^ 
of this chapter, within which a mort¬ 
gagee shall give the Commissioner writ¬ 
ten notice of its Intention to file an 
insurance claim, shall be suspended for 
the period of time specified in the for¬ 
bearance agreement as long as the mort¬ 
gagor complies with the requirements of 
such agreement. 

<c> If the mortgagor fails to meet ths 
requirements of a forbearance agree¬ 
ment or to cure the default under the 
mortgage at the expiration of the for¬ 
bearance period, and such failure con¬ 
tinues for a period of 30 days, th* 
mortgage shall notify the Commissioner 
of such failure. Within 45 day's there¬ 
of the forbearance agreement has been 
approved by the Commissioner, the 
mortgagee shall notify the Commissioner 
of its election to file on insurance claim 
and of its decision to either assign the 
mortgage to the Commissioner or ac¬ 
quire and convey title to the property 
to the Commissioner. If the mortgage 
is assigned to the Commissioner, the spe¬ 
cial insurance benefits prescribed in 
I 221.763 shall be applicable. 
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§221.762 Payment of insurance bene¬ 
fit!. 

All of the provisions of § 207.259 of 
this chapter relating to Insurance bene* 
fits apply to multlfamlly project mort¬ 
gages Insured under this subpart, except 
as provided in this section: 

(a) Method of payment. All of the 
Insurance benefits provided by | 207.259 
<b) or (c) of this chapter shall be paid 
In cash unless the mortgagee flies with 
the application a written request for 
payment in debentures. If such a re¬ 
quest is made, payment will be made in 
debentures with a cash payment to ad¬ 
just any difference between the total 
amount of the insurance settlement and 
the amount of the debentures Issued. 

(b) Below market Interest rate mort¬ 
gages. Where the mortgage has been 
finally endorsed and the special below 
market Interest rate provided In 5 221.- 
518(b) Is applicable as of the date of 
default, the 1 percent deduction from 
Insurance benefits prescribed In $ 207.- 
259(b) (2) (lv) of this chapter shall not 
be applicable. 

§221.763 .Special in»urimer benefit*— 
forbearance relief rases. 

<a> In the case of a mortgage that 
provides for payment of Interest at the 
market rate prescribed In 1221.518(a), 
If the mortgagor falls to meet the re¬ 
quirements of a forbearance agreement 
or to cure the default under the mort¬ 
gage at the expiration of the forbearance 
agreement, the mortgagee shall be en¬ 
titled to obtain a special insurance pay¬ 
ment in cash, in lieu of the insurance 
benefits otherwise provided under this 
subpart To receive the special insurance 
payment, the mortgagee shall assign the 
mortgage to the Commissioner in com¬ 
pliance with the requirements of 
S 207.258(b) of this chapter. 

(b) The special insurance benefit to 
the mortgagee shall be a cash payment 
computed In accordance with $ 207.259 
<b) of this chapter, except that in lieu of 
the allowance for debenture Interest in 
I 207.259(b) (1)(1U) of this chapter, the 
payment shall include the amount of the 
unpaid accrued mortgage interest com¬ 
puted to the date the assignment of the 
mortgage to the Commissioner Is filed 
for record. In addition, there shall be 
included In the cash payment an amount 
equivalent to the debenture Interest 
which would have been earned from the 
date the mortgage assignment was filed 
for record to the date the payment Is 
made; except that when the mortgagee 
falls to meet any of the applicable re¬ 
quirements of f 207.258(b) of this chap¬ 
ter and S 221.761(c) within the specified 
times and In a manner satisfactory to 
the Commissioner (or within such 
further time as the Commissioner may 
approve in writing), such debenture in¬ 
terest allowance shall be computed only 
to the date on which the particular 
required action should have been taken. 

§ 221.770 Assignment option. 

The mortgagee has the option to as¬ 
sign, transfer and deliver to the Com¬ 
missioner the original credit Instrument 
and the Insured mortgage securing the 
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same, provided such mortgage is not In 
default at the expiration of 20 years 
from the date of final endorsement of 
the mortgage. 

§ 221.775 Option period. 

The mortgagee may exercise Its option 
to assign within one year following the 
twentieth anniversary of the date the 
mortgage was finally endorsed for in¬ 
surance. 

§ 221.780 iMuance of debenture*. 

Upon the exercise of the assignment 
option and the satisfactory performance 
of the requirements as to assignment set 
out in i 207.258 of this chapter, the Com¬ 
missioner shall Issue to the assignor 
mortgagee debentures having a total face 
value equal to the amount of the original 
principal obligation of the mortgage 
which was unpaid on the date of the as¬ 
signment, plus accrued Interest to such 
date. 

§ 221.785 Date of maturity of deben¬ 
ture*. 

The debentures Issues pursuant to the 
exercise of an assignment option shall 
be dated as of the date the mortgage Is 
assigned to the Commissioner and shall 
mature 10 years after such date. 

§221.790 Debenture in tor eM rate-. 

The debentures Issued pursuant to the 
exercise of an assignment option shall 
bear interest at the M golng Federal rate" 
at date of issuance. The '‘going Federal 
rate'* means the annual rate of interest 
specified by the Secretary of the Treas¬ 
ury as applicable to the 6-month period 
which Includes the Issuance date of the 
debentures. The Secretary of the Treas¬ 
ury shall determine this applicable rate 
by estimating the average yield to ma¬ 
turity. on the basis of dally closing 
market bid quotations or prices dur¬ 
ing the month of May or the month of 
November, as the case may be, next pre¬ 
ceding such 6-month period, on all out¬ 
standing marketable obligations of the 
United States having a maturity date of 
8 to 13 years from the first day of May 
or Novembor, as the case may be. If 
there should be no outstanding market¬ 
able obligations of the United States 
having the 8 to 12 year maturity at the 
time the Secretary of the Treasury Is re¬ 
quired to determine the debenture rate 
Involved, the obligation next shorter than 
8 years and the obligation next longer 
than 12 years respectively shall be used. 

PART 222—SERVICEMEN’S MORT¬ 
GAGE INSURANCE 

Subpoft A—Eligibility Requirement* 

Sec. 

222.1 Incorporation by reference. 

222 2 Definition of term*. 

222S Maximum mortgage amount; dollar 

limitation. 

222.4 Maximum mortgage amount; ratio 
of loan-to-value limitation. 

222 5 Mortgagor's minimum inveetment. 
222.6 Application of payment*. 

222 7 Use of mortgage proceeds. 

222a Eligible mortgagors. 

222 9 Eligible type* of dwellings. 

222.10 Requirements for family unit In 
condominium. 

222 50 Transfer of lnsuronoe. 
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Subport B—Contract Right* ond Obligation* 
8ec. 

222.251 Incorporation by reference. 

222252 Definition of terms. 

222.253 Annual mortgage Insurance pre¬ 

miums and charges. 

222.254 Prepayment premiums. 

222255 Pro-rata refund In event of prepay¬ 
ment. 

222.200 Waived title objections. 

Stocxal Provisions Applicable Only to 
Mortgages Involving Condominium Units 

222265 Changes In the plan of apartment 
ownership. 

222270 Condition of the multlfamlly struc¬ 
ture. 

223275 Assessment of taxes. 

222280 Certificate of tax assessment. 

222 285 Certificate or statement of condi¬ 
tion. 

222.200 Cancellation or hasard insurance. 

Atrriioamr: The provisions of this Part 222 
Issued under sec 211. 52 8tat. 23, os amended 
sec 222. 68 8tat 603. as amended; 12 08.0. 
1715b. 1715m. 

Subpart A—Eligibility Requirements 
§ 222.1 Incorporation by reference, 

(a) All of the provisions of Subpart A. 
Part 203 of this chapter concerning eli¬ 
gibility requirements of mortgages cov¬ 
ering one- to four-family dwellings un¬ 
der section 203 of the National Housing 
Act apply with full force and effect to 
mortgages insured under section 222 of 
the National Housing Act except the fol¬ 
lowing provisions: 

Sec. 

203.18 Maximum mortgage amounts. 

203.24 Application of payments. 

203.31 Owner-occupancy In military serv¬ 

ice. 

203 38 Location of dwelling. 

203.50 et seq. Insured home improvement 
loans. 

(b) For the purposes of this subpart 
all references In Part 203 of this chapter 
to aectlon 203 of the National Housing 
Act shall be deemed to refer to section 
222 of the National Housing Act. 

§ 222.2 Definition of terms. 

As used in this subpart the terms— 

(a) “Secretary’* shall mean the Sec¬ 
retary of Defense or, in the case of the 
U.8. Coast Guard, the Secretary of 
Transportation and any officer or em¬ 
ployee designated by either of such Sec¬ 
retaries to issue certificates of eligibility 
and certificates of termination. 

(b) -Certificate of eligibility 0 moans 
the official certificate issued by the Sec¬ 
retary to the Federal Housing Commis¬ 
sioner which established that the person 
designated on the certificate as the serv¬ 
iceman has met the eligibility require¬ 
ments set forth in section 222 of the 
National Housing Act as amended. 

(c) “Serviceman" means a person to 
whom the Secretary has Issued a cer¬ 
tificate of eligibility. 

(d) “Period of ownership by service¬ 
man" means that period of time during 
which a military service 1s required to 
pay mortgage Insurance premiums to the 
Federal Housing Commissioner, com¬ 
mencing with the date the Commissioner 
endorses a mortgage for Insurance and 
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terminating when the Secretary fur¬ 
nishes the Commissioner with a certifi¬ 
cate Indicating that the military service 
will no longer be liable for payment of 
Insurance premiums to the Commis¬ 
sioner. 

§ 222.3 Maximum mortgage amount; 
dollar limitation. 

The mortgage shall involve a principal 
obligation In an amount not In excess of 
$33,000. except that a mortgage meeting 
the requirements of (203.18(d). 221.10. 
or 221.11 of this chapter shall not exceed 
the dollar limitation provided in the ap¬ 
plicable section. 

g 222.4 Maximum mortgage amount; 
ratio of loan-lo-value limitation. 

The mortgage shall not exceed the 
lesser of the following: 

(a) 97 percent of $15,000 of the ap¬ 
praised value of the property, as of the 
date the mortgage Is accepted for insur¬ 
ance, and 90 percent of such value in 
excess of $15,000 but not in excess of 
$25,000, and 85 percent of such value in 
excess of $25,000, if: 

(1) The dwelling was approved for In¬ 
surance by the Commissioner prior to 
the beginning of construction; or 

(2) Construction was completed more 
than one year preceding the date of the 
application for Insurance; or 

(3) The dwelling was approved for 
guaranty. Insurance, or direct loan by 
the Administrator of Veterans* Affairs 
prior to the beginning of construction. 

(b) 90 percent of $25,000 of the ap¬ 
praised value of the property, as of the 
date the mortgage Is accepted for insur¬ 
ance, and 85 percent of such value in 
excess of $25,000 if the dwelling does not 
meet the requirements of paragraph (a) 
of this section. 

(c) An application for mortgage in¬ 
surance filed prior to November 1, 1965 
need not meet the conditions set forth 
In subparagraphs (1), (2), and (3) of 
paragraph (a). 

$ 222.5 Mortgagor'* minimum inveat- 
mrnt. 

At the time the mortgage is Insured 
the mortgagor shall have paid on ac¬ 
count of the property at least 3 percent 
of the Commissioner's estimate of the 
cost of acquisition or such larger amount 
as the Commissioner may determine In 
cash or its equivalent, 

g 222.6 Application of payment*. 

(a) Notwithstanding the provisions of 
I 203.24 of this chapter and until such 
time as the mortgagee has been notified 
by the Commissioner that the period of 
ownerships by serviceman has been 
terminated the monthly payments to be 
made by the mortgagor shall be applied 
to the following items in the order set 
forth: 

(1) Ground rents, taxes, special as¬ 
sessments, and Are and other hazard 
insurance premiums; 

(2) Service charge, if any; 

(3) Interest on the mortgage; and 

(4) Amortization of the principal of 
the mortgage. 


(b) After receipt of notification from 
the Commissioner that the period of 
ownership by serviceman has been ter¬ 
minated the mortgagee shall apply all 
monthly payments received from the 
mortgagor in the order set forth In 
I 203.24 of this chapter. 

§ 222.7 Uoe of mortgage proceed*. 

The proceeds of mortgages shall be 
used for the purpose of financing the 
construction or purchase of an eligible 
dwelling by a serviceman. 

S 222.8 Eligible mortgagors. 

A mortgagor must meet the require¬ 
ments of 88 203.32 to 203.36 of this chap¬ 
ter and In addition must hold a certifi¬ 
cate of eligibility issued by the Secretary 
Indicating that the mortgagor meets the 
eligibility requirements set forth in sec¬ 
tion 222 of the National Housing Act as 
amended. 

§ 222.9 Eligible type* of dwelling*. 

The mortgage shall involve one of the 
following types of dwellings: 

(a) A single family dwelling. 

(b) A one-family unit in a condomin¬ 
ium project, together with an Individual 
Interest in the common areas and facili¬ 
ties serving the project. 

§ 222.10 Requirement* for family unit 
in contiominium. 

Where the dwelling involved is a one- 
family unit in a condominium project, 
the following additional requirements 
shall be met: 

(a) Plan of apartment ownership. The 
project In which the family unit is lo¬ 
cated shall have been committed to a 
plan of apartment ownership by en¬ 
abling deed, deed of constitution, public 
deed, or other recorded instrument which 
has been approved by the Commissioner 
and which is certified by the mortgagee 
as acceptable and binding within the 
Jurisdication where the project is located. 

(b) Certificate by mortgagee. The 
mortgagee shall certify as to each of the 
following: 

(1) That the individual deed for the 
family unit to be covered by an FHA- 
lnsured mortgage complies with all legal 
requirements of the jurisdiction and that 
ownership thereunder is subject to the 
plan of apartment ownership. 

(2) That the mortgagor has good and 
marketable title to the family unit sub¬ 
ject only to the mortgage which is a 
valid first lien on the property 

(3) That the family unit is assessed 
and subject to assessment for taxes per¬ 
taining to the unit. 

(c) FHA controls /or consumer and 
public interest. The Commissioner may 
require the execution of a regulatory 
agreement which shall be made appli¬ 
cable to any association of owners and 
to any subsequent owner of a family unit 
The Commissioner may impose such ad¬ 
ditional conditions and provisions as he 
deems necessary for the protection of 
the consumer and public interest. 

(d> Mortgage covenant concerning 
common expenses and assessment*. The 
mortgage shall contain a covenant by 
the mortgagor to pay the allocated share 


of Ihe common expenses or assessments 
and charges by the Association of Own¬ 
ers as provided in the Plan of Apartment 
Ownership and a provision approved by 
the Commissioner by which the regula¬ 
tory agreement is incorporated In and 
made a part of the mortgage. 

(e> Definition of term '‘assessment". 
As used in the mortgage, the term “as¬ 
sessment ", except where It refers to 
assessments and charges by the Associ¬ 
ation of Owners, shall mean special as¬ 
sessments by State or local governmental 
agencies, districts or other public taxing 
or assessing bodies. 

g 222.50 Trumfer of insurance. 

The insurance of a mortgage pursuant 
to *8 203.1 ct seq. (Part 203. Subpart A) ; 
§8 213.501 ct seq. (Part 213, Subpart C); 
88 220.1 et seq. (Part 220. Subpart A); 

88 221.1 ct seq. (Part 221. Subpart A): 

88 234.1 et seq. (Part 234. Subpart A); 

88 235.1 et seq. (Part 235. Subpart A); 

88 237.1 et seq. (Part 237. SubpArt A); 

88 809.1 et seq. (Part 809. Subpart A); 

or 88 810.1 ct seq. (Part 810, Subpart C). 
all of this chapter, covering a single- 
family dwelling or a family unit in a con¬ 
dominium project may. with the ap¬ 
proval of the Commissioner and upon 
the request by the mortgagee, be trans¬ 
ferred for insurance under this subpar: 
if the mortgage indebtedness has been 
assumed by a serviceman who holds a 
certificate of eligibility issued by the 
Secretary and who becomes the owner of 
the property and either occupies the 
property or certifies that his failure to do 
so is the result of his military assign¬ 
ment. or. in the case of the Coast Guard, 
other assignment. 

Subpart 8—Contract Rights and 
Obligations 

8 222.251 Incorporation by reference. 

(a) The provisions of Subpart B, Pari 
203 of this chapter covering mortgages 
Insured under section 203 of the Na¬ 
tional Housing Act which refer to the 
mortgagee shall be construed to refer 
to the mortgagee or the service branch, 
as the case may be. in connection with 
mortgages insured under section 222 of 
the National Housing Act * In addition, 
all of the provisions Subpart B, Part 203 
of this chapter, covering mortgages in¬ 
sured under section 203 of the Nations! 
Housing Act apply to mortgages insured 
under section 222 of the National Hous¬ 
ing Act except the following provisions: 
See. 

203.380 Waived title objection* 

203.420 Nature of Mutual Mortgage Insur¬ 

ance Fund. 

203.421 Allocation of Mutual Mortgage In¬ 

surance Fund income or low». 

203.422 Right and liability under Mutual 

Mortgage Insurance Fund 
203 423 Distribution of di*trlbutive share- 

203.424 Maximum amount of distributive 

■hare*. 

203.425 Finality of determination. 

203.440 et *eq* Insured home improvement. t 

loans. 

(b) For the purposes of this subpari. 
all references in Part 203 of this chapter 
to section 203 of the National Bousing 
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Act shall be deemed to refer to section 
222 of the National Housing Act, and all 
references to the Mutual Mortgage In¬ 
surance Fund or the Fund shall be con¬ 
strued to refer to the General Insurance 
Fund. 

g 222.252 Definition of term*. 

The definitions set forth In 99 203.251 
and 222.2 of this chapter shall apply 
with full force and effect to this subpart 
and In addition the terms— 

(a) '‘Service branch" means the mili¬ 
tary service of which a mortgagor Is a 
member at the time of the issuance of a 
Mortgage Insurance Certificate or the 
endorsement of the credit Instrument by 
the Commissioner pursuant to section 
222 of the National Housing Act. 

(b) “Certificate of termination" means 
the official notice issued by the Secretary 
to the Federal Housing Commissioner 
advising the Commissioner that the 
period of ownership by a serviceman has 
been terminated and the service branch 
will no longer be responsible for pay¬ 
ment of mortgage insurance premiums. 

g 222.253 Annual mortgage insurance 
premiums and charges. 

The service branch shall during the 
period of ownership by a serviceman 
have the responsibility for payment of 
all mortgage Insurance premiums and 
chargee. The mortgagee shall be re¬ 
sponsible for payment of all such pre¬ 
miums or charges after it has been noti¬ 
fied by the Commissioner that the period 
of ownership by the serviceman has been 
terminated. 

g 222.254 Prepayment premiums. 

fa) The service branch shall have the 
responsibility for payment of all ad¬ 
justed premium charges which are due 
and payable to the Commissioner upon 
the prepayment of an Insured mortgage 
during the period of ownership by the 
serviceman. The mortgagee shall be re¬ 
sponsible for payment of any such ad¬ 
justed premium charge upon prepayment 
of an insured mortgage after the mort¬ 
gagee has been notified by the Commis¬ 
sioner that the period of ownership by 
the serviceman has been terminated. 

(b) In the event that the principal 
obligation of any mortgage accepted for 
insurance Is paid In full prior to matu¬ 
rity, the mortgagee shall within 30 days 
thereafter notify the Commissioner of 
the date of prepayment and shall pay 
to the Commissioner an adjusted pre¬ 
mium charge of 1 percent of the original 
principal amount of the prepaid mort¬ 
gage: Provided, That when such pay¬ 
ment in full prior to maturity occurs 
during the period of ownership by the 
serviceman the adjusted premium charge 
shall be paid to the Commissioner by 
the sendee branch. 

(c) In no event shall the adjusted pre¬ 
mium exceed the aggregate amount of 
premiums which would have been pay¬ 
able If the mortgage had continued to 
be Insured until maturity. 

(d) No adjusted premium shall be due 
or payable In the following cases: 
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(!) Where at the time of such prepay¬ 
ment there Is placed on the mortgaged 
property a new insured mortgage: 

(2) When the final maturity specified 
In the mortgage is accelerated solely by 
reason of partial prepayments made by 
the mortgagor which do not exceed in 
any ono calendar year 15 percent of the 
original face amount of the mortgage, 
plus any Increased amount resulting 
from open-end advances made pursuant 
to $ 203.44 of this chapter. 

(3) Where the final maturity specified 
in the mortgage is accelerated solely 
by reason of payments to principal to 
compensate for— 

(l) Damage to the mortgaged prop¬ 
erty; 

til) The conveyance of the mortgaged 
property pursuant to condemnation pro¬ 
ceedings or In lieu of condemnation pro¬ 
ceedings; or 

till) A release of a part of such prop¬ 
erty If approved by the Commissioner: 

(4) Where payment In full is made 
pursuant to a court order or of a delin¬ 
quent mortgage on which foreclosure 
proceedings have been commenced, or 
for the purpose of avoiding foreclosure. 
If the transaction Is approved by the 
Commissioner. 

g 222.255 Pro-raid refund in the event 
of prepayment. 

Upon such prepayment the contract of 
Insurance shall terminate and the Com¬ 
missioner will refund to the service 
branch or to the mortgagee, cm the case 
may be, for the account of the mortgagor 
an amount equal to the pro-rata portion 
of the current annual mortgage insur¬ 
ance premium and insurance charge In 
the case of open-end advances thereto¬ 
fore paid which Is .applicable to the por¬ 
tion of the year subsequent to such pay¬ 
ment. computed from the first day of the 
month following the month In which such 
prepayment occurs: Provided, That no 
such refund will be made in any case 
where the prepayment occurs In the 
twelfth month of the premium year. 

§ 222.260 Waived title object ion*. 

(a) General provisions. All of the pro¬ 
visions of i 203.389 of this chapter (re¬ 
lating to the waiver by the Commissioner 
of objections to title) shall apply to 
mortgagee insured under this subpart, 
with the exception of mortgages In¬ 
volving condominium units. 

(b) Provisions applicable to con¬ 
dominium units. Where the mortgage 
Involves a condominium unit, the Com¬ 
missioner shall not object to title by rea¬ 
son of the following matters: 

(1) Violations of a restriction based on 
race, color or creed, even where such 
restriction provides for a penalty of 
reversion or forfeiture of title or a lien 
for liquidated damage. 

(2) Easement* for public utilities 
along one or more of the property lines, 
provided the exercise of the rights there¬ 
under do not Interfere with any of the 
buildings or Improvements located on 
the subject property. 
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(3) Encroachments on the subject 
property by Improvements on adjoin¬ 
ing property, provided such encroach¬ 
ments do not Interfere with the use of 
any Improvements on the subject 
property. 

(4) Variations between the length of 
the subject property lines as shown on 
the application for insurance and as 
shown by the record or possession lines, 
provided such variations do not Interfere 
with the use of any of the Improve¬ 
ments on the subject property. 

(5) Customary buildings or use re¬ 
strictions for breach of which there is 
no reversion and which have not been 
violated to a material extent. 

Special Provisions Applicable Only to 

Mortgages Involving Condominium 

Units 

§ 222.265 Chatigr* in the plan of apart- 
mrnt ovnrniiip. 

The mortgagee shall notify the Com¬ 
missioner of any c hang es in the plan of 
apartment ownership and in the admin¬ 
istration of the property. Such notifica¬ 
tion shall be given either at the time of 
the conveyance of the property or at the 
time of the assignment of the mortgage. 
Any changes in such plan shall require 
approval by the Commissioner. 

§ 222.270 Condition of the inultlfamily 
fttructun*. 

(a) When a family unit Is conveyed 
or a mortgage is assigned to the Com¬ 
missioner. the family unit and the com¬ 
mon areas and facilities (Including re¬ 
stricted common areas and facilities) de¬ 
signated for the particular unit shall be 
undamaged by fire, earthquake, tornado, 
or boiler explosion, except If the property 
has been damaged, either of the follow¬ 
ing actions shall be token: 

(1) The property may be repaired 
prior to its conveyance or prior to the 
assignment of the mortgage to the 
Commissioner. 

(2) With the prior approval of the 
Commissioner, the property may be con¬ 
veyed or the mortgage assigned to tho 
Commissioner without repairing the 
damage. In such instances, the Commis¬ 
sioner shall deduct from the insurance 
benefits cither his estimate of the de¬ 
crease In value of the family unit or the 
amount of any insurance recovery re¬ 
ceived by the mortgagee, whichever Is 
is the greater. 

(b) If the property has been dam¬ 
aged by fire and such property was not 
covered by fire Insurance at the time 
of the damage, the mortgagee may con¬ 
vey the property or assign the mortgage 
to the Commissioner without deduction 
from the Insurance benefits for any loss 
occasioned by such fire If the following 
conditions are met: 

<1) The property shall have been cov¬ 
ered by fire insurance at the time the 
mortgage was insured. 

(2) The fire Insurance shall have 
been later canceled or renewal shall have 
been refused by the Insuring company. 
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(3) The mortgagee shall have noti¬ 
fied the Commissioner within 30 days 
(or within such further time as the 
Commissioner may approve) of the can¬ 
cellation of the fire insurance or of the 
refusal of the Insuring company to renew 
the fire insurance. This notification shall 
have been accompanied by a certifica¬ 
tion of the mortgagee that diligent ef¬ 
forts were made, but it was unable to 
obtain fire insurance coverage at reason¬ 
ably competitive rates and that it will 
continue its efforts to obtain adequate 
fire insurance coverage at competitive 
rates. 

§ 222.275 Aiac*ftTxirnt of taxc*. 

When a family unit is conveyed to the 
Commissioner or a mortgage is assigned 
to the Commissioner, the unit shall be 
assessed and subject to assessment for 
taxes pertaining only to that unit. 

g 222.280 Certificate of lax a**e*snient. 

The mortgagee shall certify, as of the 
date of filing for record of the deed or 
assignment of the mortgage to the Com¬ 
missioner. that the family unit is assessed 
and subject to assessment for taxes per¬ 
taining to that unit. 

g 222.285 Certificate or Matcment of 
condition. 

(a) At the time of the assignment of 
the mortgage or conveyance of the prop¬ 
erty to the Commissioner, the mortga¬ 
gee shall, as of the date of the filing for 
record of the deed or assignments, 
either: 

<1> Certify that the conditions of 
$ 222.270 < a) have been met; or 

(2) Submit a statement describing 
any such damage that may still exist. 

(b) In the absence of evidence to the 
contrary, the mortgagee’s certificate or 
its statement as to damage shall be ac¬ 
cepted by the Commissioner as establish¬ 
ing the condition of the family unit and 
the common areas and facilities includ¬ 
ing restricted common areas and facil¬ 
ities designated for tlie particular unit. 

g 222.290 Gnnrrllution of hazard insur¬ 
ance. 

The provisions of S 203.382 of this 
chapter are incorporated by reference 
and shall ai>ply to hazard insurance poli¬ 
cies carried solely for the family unit. 

PART 224—ARMED SERVICES HOUS¬ 
ING-MILITARY PERSONNEL [SEC. 
8031 

Subport A—{Kwrvedl 

Subport S—Contract Rights and Obligations 
Sec. 

224.251 Incorporation by reference. 

224.255 Mortgage Insurance premiums. 
224.200 Adjusted premium and termination 
charges. 

224.265 Insurance benefits. 

224 275 ApplicabUlty to outstanding mort¬ 
gages and commitments. 

AimtoaiTT: The provisions of this Part 224 
issued under secs. 800. 807, 60 Stat. 647. as 
amended. 651; 12UJS.0.1748b, 1748L 


Subpart A—[Reserved] 

Subpart B—Contract Rights and 
Obligations 

g 224.251 Incorporation by reference. 

(a) All of the provisions of Subpart 
B, Part 207 of this chapter covering 
mortgages Insured under section 207 of 
the National Housing Act apply to armed 
services housing mortgages for military 
personnel insured under section 803 of 
the National Housing Act except the fol¬ 
lowing provisions: 

Sec. 

207.252 First, second and third premiums. 

207.253 Adjusted premium and termination 

charges. 

207.259 Insurance benefits. 

207.264 Effective date. 

<b) For the purposes of this part ail 
references in Subpart B. Part 207 of this 
chapter to section 207 of the act shall be 
construed to refer to section J503 of the 
act. 

§ 221.255 Mortgage insurance pre¬ 
miums. 

(a) The mortgagee, upon the initial 
endorsement of the mortgage for insur¬ 
ance, shall agree to pay to the Com¬ 
missioner a first insurance premium of 
$1 per project for the construction 
period. 

(b) On the date of the first principal 
payment on account of the mortgage, 
the mortgagee shall pay the first insur¬ 
ance premium and a second premium 
equal to Vi of 1 percent of the average 
outstanding principal obligation for the 
following year. 

(c) (1) Until the mortgage U paid in 
full, or until receipt by the Commissioner 
of an application for insurance benefits, 
or until the contract of insurance is 
otherwise terminated with the consent 
of the Commissioner, the mortgagee, on 
each anniversary date of the first prin¬ 
cipal payment, shall pay an annual 
mortgage Insurance premium. 

(2) With respect to mortgage insur¬ 
ance premiums: 

(i) Due prior to August 1, 1965. the 
amount of the annual premium payment 
shall be equal to Vi of 1 percent per 
annum of the amount of the average 
outstanding principal obligation of the 
mortgage for the following year, without 
taking into account delinquent pay¬ 
ments or prepayments. 

(li) Due on or after August 1, 1965, 
the amount of the annual premium pay¬ 
ment shall be equal to Vi of 1 percent 
per annum of the amount of the average 
outstanding principal obligation of the 
mortgage for the following year, with¬ 
out taking Into account delinquent pay¬ 
ments or prepayments. 

(d) The premiums payable on and 
after the date of the first principal pay¬ 
ment shall be calculated in accordance 
with the amortization provisions without 
taking Into account delinquent payments 
or prepayments. 


<e> Premiums shall be payable in cash 
or in debentures at par plus accrued in¬ 
terest. All premiums, except the first 
pr emium , are payable In advance and 
no refund will be made of any portion 
thereof except that at the time of pre¬ 
payment, the Commissioner shall refund 
to the mortgagee for the account of the 
mortgagor an amount equal to the pro 
rata portion of the current annual mort¬ 
gage insurance premium theretofore 
paid, which Is applicable to the portion 
of the year subsequent to such prepay¬ 
ment. 

(f) Upon agreement between the 
mortgagor and mortgagee, approved by 
the Commissioner, premiums due under 
this section may be paid directly by the 
mortgagor to the Commissioner. Upon 
such agreement, the obligation of the 
mortgagor to make payments to the 
mortgagee for mortgage insurance pre¬ 
miums and the obligation of the mort¬ 
gagee to pay such premiums to the 
Commissioner shall cease so long as the 
agreement remains in effect and shall 
be reinstated upon its revocation. 

(g) A mortgage may be finally en¬ 
dorsed for insurance after it has been 
assigned to the Commissioner for the 
purpose of making effective the military 
guarantee of payment and effecting an 
orderly closing of the transaction. In 
such event, the mortgage insurance pre¬ 
mium of $1 per project, provided In 
paragraph (a) of this section, shall cover 
both the construction period and the 
period of time the mortgage is held by 
the Commissioner, and the references In 
paragraphs <b). (c). and (d) of this 
section to the date of first principal pay¬ 
ment shall be construed to mean the 
first day of the month following the 
date of the transfer of the mortgage from 
the Commissioner to another mortgagee. 

§ 224.260 Adjusted premium and termi¬ 
nation charge*. 

If the mortgage is prepaid prior to 
maturity or the Insurance contract Is vol¬ 
untarily terminated, no adjusted premi¬ 
um or termination charges shall be due 
or payable. 

§221.265 Insurance benefit*. 

All of the provisions of 8 207.259 of 
this chapter relating to the payment of 
Insurance benefits apply to mortgages in¬ 
sured under this part, except in cases 
Involving assignment of the mortgage 
to the Commissioner, the 1 percent de¬ 
duction specified in | 207.259<b) (2) <lv) 
of this chapter shall not be applied in 
computing such benefits. 

§ 224.275 Applicability to ouUUiuirng 
tnortgngrji and commitment*. 

The provisions of this subpart shall 
be effective as to all mortgages with re¬ 
spect to which a commitment to Insure 
is Issued on or after August 15,1955. 
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PART 225—MILITARY HOUSING 
INSURANCE (SEC. 8031 

Subpoit A—eligibility l*qult»m.nl» 
(•mmvWJ 

Subpart b—Centred Righrt and Obligation* 

206 361 Incorporation by reference. 

225355 Mortgage insurance premium*. 
225360 Adjusted premium and tormina* 
Won charges. 

025366 Insurance benefit*. 

Subpart A—Eligibility Requirements 
[Reserved] 

Subpart B—Contract Rights and 
Obligations 

Autixoxxtt: The provisions of this Bub- 
part B Issued under sec. 803. 60 8t*t- 647. 
•oc. 807. 69 SUt. 681; 13 OAC, 1748b. 1748f. 

§ 223.251 Incorporation by rt»lYrence. 

(a) All of the provisions of Subpart 
B of Part 207 of this chapter, covering 
mortgages Insured under section 207 of 
the National Housing Act* apply to 
mortgages Insured pursuant to section 
803 of the National Housing Act as In 
effect prior to August 11. 1955* except the 
following provisions: 

Boo. 

207352 First, second* and third premiums. 
207363 Adjusted premium and termination 
charge*. 

207350 Insurance benoflt*. 

» 

(b) For the purposes of this subpart, 
all references In Subpart B of Part 207 
of this chapter to section 207 of the Act 
shall be construed to refer to section 803 
of the Act as In effect prior to August 11. 
1955. 

S 225.255 Mortgage iiiMiranre pre¬ 
miums. 

The payment of mortgage insurance 
premiums shall be governed by the pro¬ 
visions of I 207.252 of this chapter ex¬ 
cept that: 

(a) Where the mortgage insurance 
premium Is due prior to August 1. 1965. 
the amount of the annual premium pay¬ 
ment shall be equal to one-half of 1 per¬ 
cent per annum of the amount of the 
average outstanding principal obligation 
of the mortgage for the following year, 
without taking Into account delinquent 
payments or prepayments. 

0>) Where the property covered by the 
mortgage has been acquired by the Sec¬ 
retary of Defense or his designee and the 
mortgage insurance premium Is due on 
or after August 1, 1965, the amount of 
the annual premium payment shall be 
equal to one-sixth of 1 percent per 
annum of the amount of the average 
outstanding principal obligation of the 
mortgage for the following year, without 
taking Into account delinquent payments 
or prepayments. 

(c) Where the property has not been 
acquired by the Secretary of Defense or 
his designee, the amount of the annual 
mortgage insurance premium payment, 
r» ':ardlcss of when due* shall be equal 
to one-half of 1 percent per annum of 
'he amount of the average outstanding 
; < incipal obligation of the mortgage for 


the following year, without taking Into 
account delinquent payments or prepay¬ 
ments. 

5 225.260 Adjusted premium *nd ter¬ 
mination charge*. 

The termination of the mortgage In¬ 
surance and the payment of an adjusted 
premium or termination charge shall be 
governed by the provisions of 9 207.253 
of this chapter, except that no adjusted 
premium or termination charge shall be 
due or payable to the Commissioner 
where, at the time of prepayment of the 
mortgage or termination of Insurance, 
the property covered by the mortgage has 
been acquired by the Secretary of De¬ 
fense or his designee. 

§ 225.265 Insurance benefit*. 

The payment of Insurance benefits 
shall be governed by the provisions of 
| 207.259 of this chapter, except that 
debentures shall mature as follows: 

(a) Where the mortgage was Insured 
pursuant to a commitment Issued prior 
to August 13. 1954. the debentures shall 
mature 10 years after the date of Issue 
of such debentures. 

<b) Where the mortgage was Insured 
pursuant to a commitment Issued on or 
after August 13, 1954. the debentures 
shall mature 20 years after the date of 
Issue of such debentures. 

PART 226—ARMED SERVICES HOUS¬ 
ING-CIVILIAN EMPLOYEES [SEC. 
8091 

Subport A—Eligibility RsquIrsnvonH 

Sec. 

226.1 Incorporation by reference. 

2263 Certificate of need. 

2263 Employment statu* certificate. 

226.4 Maximum mortgage amount; dol¬ 

lar limitation. 

226.6 Maximum mortgage amount; loan- 

to-value limitation. 

226.6 Mortgage obligation In multiples. 

226.7 Mortgagor'* minimum Inv©fitment. 

2268 Eligible mortgagors. 

226.9 Requirement* a* to rink and eco¬ 

nomic Boundnee*. 

226.10 Guarantee of Fund from loa*. 
Subport B—Context Sights and Obligation! 

226361 Incorporation by reference. 

Authority: The provision* of thl» Part 
226 Issued under see. 807. 60 Slat. 651. ace. 
800. 70 Stat. 272. a* amended; 12 UB.C. 
1748f. 1748h-l. 

Subpart A—Eligibility Requirements 

§ 226*1 Incorporation by reference. 

(a) All of the provisions of Subpart 
A, Part 203 of this chapter concerning 
eligibility requirements of mortgages 
under section 203 of the National Hous¬ 
ing Act apply with equal force and effect 
to mortgages Insured pursuant to section 
809, except the following provisions: 

8cc. 

268.18 Maximum mortgage amount*. 

20338 Economic aoundntts of projoct. 
209.42 Rental properUa*. 

203.43a Eligibility of bousing in declining 
urban area*. 

203.50 ct seq. Insured bom* Improvement 
loan*. 


(b) For the purposes of this subpart 
all references in Part 203 of this chapter 
to section 203 of the National Housing 
Act shall be deemed to refer to section 
809 of the National Housing Act. 

S 226.2 Certificate of need. 

(a) Issuance by Secretary of Defense . 
No mortgage covering property located 
at or near a military Installation shall be 
Insured unless the Secretary of Defense, 
or his designee, shall have certified to 
the Commissioner that the housing is 
necessary to provide adequate housing 
for civilians employed In connection 
with a research or development Instal¬ 
lation of one of the military departments 
of the United States or a contractor 
thereof, and that there Is no present in¬ 
tention to substantially curtail the num¬ 
ber of the civilian personnel assigned or 
to be assigned to such Installation. The 
certification shall be conclusive evidence 
to the Commissioner of the need for such 
housing. 

<b) Issuance by Administrator of the 
National Aeronautics and Space Admin¬ 
istration. A mortgage may be insured 
under this subpart secured by property 
which Is Intended to provide housing 
for a person employed or assigned to 
duty at or in connection with a research 
or development installation of the Na¬ 
tional Aeronautics and Space Adminis¬ 
tration and which is located at or near 
such Installation. The mortgage shall 
not be insured, however, unless the Ad¬ 
ministrator of the National Aeronautics 
and Space Administration or his designee 
shall have certified to the Commissioner 
that the housing Is necessary to pro¬ 
vide adequate housing for civilian or 
military personnel employed or assigned 
to duty at or In connection with a re¬ 
search or development Installation of the 
National Aeronautics and Space Admin¬ 
istration and that there is no present 
intention to substantially curtail the 
number of the personnel assigned or to be 
assigned to such Installation. This 
certification shall be conclusive evidence 
to the Commissioner of the need for such 
housing. 

(c) Issuance by Atomic Energy Com¬ 
mission . A mortgage may be insured 
under this subpart secured by property 
which Is Intended to provide housing for 
a person employed at a research or de¬ 
velopment Installation of the Atomic 
Energy Commission and which Is located 
at or near such installation. The mort¬ 
gage shall not be Insured, however, un¬ 
less the Atomic Energy Commission 
shall have certified to the Commissioner 
that the housing is necessary to provide 
adequate housing for persons employed 
at or in connection with a research or 
development installation of the Atomic 
Energy Commission and that there Is no 
present intention to substantially cur¬ 
tail the number of the personnel assigned 
or to be assigned to such installation. 
Tills certification shall be conclusive evi¬ 
dence to the Commissioner of the need 
for such housing. 

5 226*3 Employment MmIu* rrrtlfiratc. 

(a) Certificate by Secretary of De¬ 
fense. No mortgage covering property 
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at a military Installation shall be In¬ 
sured unless the Secretary of Defense, or 
his designee, has issued a certificate in¬ 
dicating that the mortgagor: (1) Re¬ 
quires housing; (2) Is, on the date of the 
certificate, a civilian employee at a re¬ 
search or development Installation of 
one of the military departments of the 
United States, or contractor thereof, at 
a research or development installation: 
and (3) Is considered by the military de¬ 
partment to be an essential, nontem¬ 
porary employee at such date. Such 
certificate shall be conclusive evidence 
to the Commissioner of the employment 
status of the mortgagor and of the 
mortgagor's need for housing. 

(b) Certificate by Administrator ot 
National Aeronautics and Space Admin¬ 
istration, (1) An employment status 
certificate shall be required in connec¬ 
tion with a mortgage secured by prop¬ 
erty which Is intended to provide hous¬ 
ing for a person employed or assigned to 
duty at a research or development in¬ 
stallation of the National Aeronautics 
and Space Administration and which Is 
located at or near such Installation. No 
mortgage shall be insured unless the 
Administrator of the National Aero¬ 
nautics and Space Administration, or 
his designee, has issued a certificate In¬ 
dicating that the mortgagor on the date 
of the certificate: 

(1) Requires housing: 

(11) Is a civilian employee or one of 
the military personnel employed or as¬ 
signed to duty at a research or develop¬ 
ment installation of the National Aero¬ 
nautics and Space Administration, or is 
an employee of a contractor of such Ad¬ 
ministration who is employed at a re¬ 
search or development Installation: and 

(lit) Is considered by the National 
Aeronautics and Space Administration 
to be an essential, nontemporary em¬ 
ployee of such Administration or of a 
contractor thereof. 

(2) The certificate shall be conclusive 
evidence to the Commissioner of the 
employment status of the mortgagor and 
the mortgagor’s need for housing. 

(c) Certificate by Atomic Energy 

Commission . (1) An employment status 

certificate shall be required in connec¬ 
tion with a mortgage secured by prop¬ 
erty which is Intended to provide hous¬ 
ing for a person employed or assigned 
to duty at a research or development in¬ 
stallation of the Atomic Energy Com¬ 
mission and which is located at or near 
such installation. No mortgage shall 
be insured unless the Atomic Energy 
Commission has Issued a certificate in¬ 
dicating that the mortgagor on the date 
of the certificate: 

(1) Requires housing; 

(il) Is a civilian employee or one of 
the military personnel employed or as¬ 
signed to duty at a research or develop¬ 
ment Installation of the Atomic Energy 
Commission, or Is an employee of a con¬ 
tractor of such Commission who is em¬ 
ployed at a research or development 
Installation; and 

(ill) Is considered by the Atomic 
Energy Commission to be an essential. 
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nontemporary employee of such Com¬ 
mission or of a contractor thereof. 

(2) The certificate shall be conclusive 
evidence to the Commissioner of the em¬ 
ployment status of the mortgagor and 
the mortgagor's need for housing. 

§226.1 Maximum mortgage* amount; 
dollar limitation. 

The mortgage shall involve a principal 
obligation in a dollar amount not In ex¬ 
cess of: 

(a) $33,000 in the case of a dwelling 
designed principally for a one-family 
residence. 

(b) $35,750 In the case of a two-family 
residence. 

(c) $35,750 in the case of a three-fam¬ 
ily residence. 

(d) $41,250 in the case of a four-family 
residence. 

In addition to the dollar limitation pre¬ 
scribed in this section the mortgage 
amount is subject to a loon-to-value lim¬ 
itation as provided In 1 226.5. 

§226.5 Maximum mortgage amount; 
loan to-valuc limitation. 

(a) In addition to meeting the dollar 
limitation set forth in 5 226.4, the mort¬ 
gage shall be In an amount not exceeding 
the following: 

(1) Approval prior to construction. It 
the mortgage covers a dwelling approved 
for mortgage insurance (or for guaranty, 
insurance, or a direct loan by the Admin¬ 
istrator of Veterans Affairs) prior to the 
beginning of construction or a dwelling 
which was completed more than 1 year 
preceding the date of the application for 
mortgage Insurance, the sum of the fol¬ 
lowing percentages of the Commission¬ 
er's appraised value of the property, as 
of the date the mortgage is accepted for 
Insurance: 

(1) 07 percent of the first $15,000 of 
such value (100 percent of $15,000 of 
such value or the stun of such value not 
in excess of $15,000 and the Items of pre¬ 
paid expense approved by the Commis¬ 
sioner minus $200, whichever appraisal 
amount or sum is the lesser. In the case 
of a mortgagor qualifying as a veteran). 

(ii) 90 percent of such value in excess 
of $15,000, but not in excess of $25,000. 

(ill) 80 percent (85 percent in the case 
of a mortgagor qualifying as a veteran) 
of such value in excess of $25,000. 

(2) No prior approval A loan to value 
limitation of 90 percent ot $25,000 of the 
appraised value of the property, as of 
the date the mortgage is accepted for 
insurance, and 80 percent (85 percent in 
the case of a mortgagor qualifying as a 
veteran) of such value in excess of 
$25,000, If the dwelling does not meet 
the requirements in the introductory 
text of subparagraph (1) of this para¬ 
graph. 

(b) Veteran qualifications: The spe¬ 
cial veteran terms provided in paragraph 
(a) shall only be applicable to a mort¬ 
gage covering a single family dwelling 
executed by a mortgagor who submits to 
the Commissioner one of the following 
certifications: 


(1) A Certificate of Veteran Status 
from the Veterans Administration estab¬ 
lishing that he has served 90 days or 
more on active duty in the armed forces 
(U.S. Army, Navy. Marine Corps, Air 
Force, Coast Ouard. the Army Reserve, 
the Naval Reserve, the Marine Corps Re¬ 
serve, the Air Force Reserve, the Coast 
Ouard Reserve, the National Guard of 
the United 8tates. and the Air National 
Ouard of the United States) of the 
United States and was discharged or re¬ 
leased therefrom under conditions other 
than dishonorable. 

(2) A certificate issued by the Secre¬ 
tary of Defense establishing that the 
mortgagor performed extra hazardous 
service while serving in the armed forces 
for a period of less than 90 days. 

§ 226.6 Mortgage obligation in multi¬ 
ple*. 

The mortgage shall involve a principal 
obligation in an amount of $100 or multi¬ 
ples thereof (except that a mortgage 
having a principal obligation not in ex¬ 
cess of $15,000 and an amortization 
period of either 20. 25 or 30 years, may 
be In an amount of $50 or multiples 
thereof). 

§ 226.7 Mortgagor'* minimum invest¬ 
ment. 

At the time the mortgage is insured, 
the mortgagor shall have paid In cash or 
Its equivalent the following minimum 
amount. 

(a) In all cases (except those involv¬ 
ing a veteran meeting the requirements 
of $ 226.5(b)), the minimum investment 
shall be at least 3 percent of the Com¬ 
missioner's estimate of the cost of ac¬ 
quisition or such larger amount, as the 
Commissioner may determine. 

<b) In a case involving a veteran meet¬ 
ing the requirements of 3 226.5(b), the 
minimum Investment shall be $200 which 
may Include settlement costs, initial pay¬ 
ments for taxes, hazard insurance pre¬ 
miums, mortgage Insurance premiums, 
and other prepaid expenses as approved 
by the Commissioner. 

§ 226.8 Eligible mortgagor*. 

No mortgage shall be insured unless 
executed by a mortgagor who meets the 
employment status requirements as set 
forth in 3 226.3 and who at the time 
of insurance Is the owner of the prop¬ 
erty and either occupies the property or 
certifies that hLs failure to do so is the 
result of a change of his employment. 

§ 226.9 Kcquirrmcnt* m to ri«k and 
economic soumlnfM. 

A mortgage may be accepted for in¬ 
surance by the Commissioner without 
regard to any requirement that the prop¬ 
erty or project be economically sound or 
an acceptable risk. 

§ 226.10 Guarantee of Fund from Ion*. 

If the Commissioner determines that 
the insurance of mortgages on housing 
as certified by the Secretary of Defense, 
the Administrator of the National Aero¬ 
nautics and Space Administration, or the 
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Chairman of the Atomic Energy Com¬ 
mission Is not an acceptable risk, he may 
require the Secretary, the Administrator, 
or the Chairman, as the case may be. to 
guarantee the General Insurance Fund 
against loss with respect to mortgagee 
Insured under this subpart. 

Subparf B—Contract Rights and 
Obligations 

§ 226*251 Incorporation by reference* 

(a) All of the provisions of Subpart B. 
Part 203 of this chapter covering mort¬ 
gages Insured under section 203 of the 
National Housing Act apply to mortgagee 
Insured under section 809 of the Na¬ 
tional Housing Act except the following 
provisions: 

Sec. 

203.420 Nature of Mutual Mortgage Insur¬ 

ance Fund. 

203.421 Allocation of Mutual Mortgage In¬ 

surance Fund Income or Loea. 

203.422 Right and UabUtty under Mutual 

Mortgage Insurance Fund. 

203.423 Distribution of distributive shares. 

203.424 Maximum amount of distributive 

shares. 

203.425 Finality of determination. 

203.440 et seq. Insured home improvement 
loans. 

<b> For the purposes of this subpart 
ail references in Part 203 of this chapter 
to section 203 of the act shall be con¬ 
strued to refer to section 809 of the act 
and all references to the Mutual Mort¬ 
gage Insurance Fund shall be construed 
to refer to the General Insurance Fund. 

PART 227—ARMED SERVICES HOUS¬ 
ING—IMPACTED AREAS ISEC. 8101 

Subport A— Eligibility Requirement* — ProjscH 

See. 

227.1 Incorporation by reference. 

227 5 Definitions of terms as used in this 
sub part. 

227.10 Preference In sale or rental. 

227.13 Insurance risk and economic sound¬ 
ness. 

227.20 Reduced mortgage amount—lease* 
holds. 

227 25 Eligible mortgages—form. 

227.27 Prepayment privilege; prepayment 
and late charge. 

227.30 Eligible mortgagors. 

227415 Maximum mortgage amounts— 
MultlfamUy Rental Project. 

22740 Maximum mortgage amounts— 
multifamily sales project. 

227 45 Increased mortgage amounts—high 
cost areas. 

22747 Loans to cover 2-year operating 
loss. 

227.50 Mortgage release provisions. 

227.55 Cost certification. 

Sub pari B— Contract Right* end Obligation!—— 
Project* 

227.251 Incorporation by reference— Multi* 
family. Sales or Rental Project. 
227.253 Adjusted premium and termination 
charges. 

Subpart C—Eligibility Requirement!—Individual 
Mortgage! 

2274101 Incorporation by reference. 

227.505 Definitions of terms as used In this 
subpart. 

227 510 Preference In aale or rental. 


Sec. 

227.515 Insurance risk and economic sound¬ 
ness. 

227 520 Reduced mortgage Amounts —lease¬ 
holds. 

227.525 Eligible mortgages—form. 

227.530 Kltgiblo mortgagors. 

227.535 Maximum mortgage amounts—In¬ 
dividual Mortgage. 

227 540 Mortgagor minimum Investment. 
227545 Maximum term. 

227 550 Amortisation period. 

227.555 Release from MultlfamUy Sales 
Project mortgage. 

Subpart 0—Contract Rights and Obligations— 
Individual Mortgage! 

227.751 Incorporation by reference—Indi¬ 
vidual Mortgages. 

Authority: The provisions of this Part 
227 Issued under secs. 807, 810. 60 8Ut. 851. 

73 8tat. 883: 12 UB.O. 1748f. l74«h-2. 

Subparf A—Eligibility Require¬ 
ments—Projects 

§227.1 Incorporation by refrrenre. 

(e> General All of the provisions of 
n 203.1 to 203.4 and 203.6 to 203.9 of this 
chapter shall govern the eligibility quali¬ 
fications and requirements of mortgages 
under tills subpart. 

(b) Multifamily. sales or rental proj¬ 
ects. (1) All of the provision! of Sub¬ 
part A. Part 207 of this chapter covering 
mortgages insured under section 207 of 
the National Housing Act apply to Multi- 
family, Sales or Rental Project mort¬ 
gages insured under this subpart except 
the following provisions: 

Sec. 

207.4 Maximum mortgage amounts. 

207.10 Covenant for fire Insurance. 

207.11 Soundness of project, 

207.14 Prepayment privilege; prepayment 
and late charges. 

207.17 Classification. 

207.22 Qualification of lenders. 

207.23 Eligibility of property. 

907.25 Certificate of coat requirements. 

207 28 Form of contract. 

207 27 Certificates of actual cost. 

207.28 Adjustment resulting from ooet cer¬ 

tification. 

207.29 Rehabilitation projects. 

20780 Requisites of agreement and certifi¬ 
cation. 

207.91 Eligibility of miscellaneous type 
mortgages. 

207.31a Eligibility of housing In declining 
urban areas. 

207 32 Eligibility of refinanced mortgages. 
20793 Eligibility of mortgagee on trailer 
courts or parks for trailer oosch 
mobile dweUlngs. 

207 34 Reinsurance of Commissioner-held 
mortgages. 

(2) For the purposes of this subpart 
All references In Part 207 of this chapter 
to section 207 of the National Housing 
Act shall be construed to refer to section 
810 of such Act. 

§ 227..> Definition* of terms as used in 

tide subpart. 

As used in this subpart, the following 
terms will have the meaning Indicated: 

(a) “Act” means the National Hous¬ 
ing Act, as amended. 


(b) “Commissioner” means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representatives. 

(c) [Reserved 1 

<d> “Mortgage” means a first mort¬ 
gage on real estate, in fee simple, or on 
a leasehold (1) under a lease for not less 
than 99 years which Is renewable; or (2) 
under a lease having a period of not less 
than 75 years to run from the date the 
mortgage is executed; or (3) under a 
lease executed by a governmental agency 
for the maximum term consistent with 
Its legal authority, provided such lease 
has a period of not less than 50 years 
to run from the date the mortgage Is ex¬ 
ecuted; and the term “first mortgage” 
means such classes of first liens as are 
commonly given to secure advances on, 
or the unpaid purchase price of. real 
estate, under the laws of the State in 
which the real estate Is located, together 
with the credit instruments* If any. se¬ 
cured thereby. 

(e) “Insured mortgage” means a 
mortgage which has been Insured by the 
endorsement of the credit instrument by 
the Commissioner. 

(f) “Mortgagor” means any individual 
or private entity approved by the Com¬ 
missioner. which until the termination 
of all obligations of the Commissioner 
under the insurance contract and during 
such further period of time as the Com¬ 
missioner shall be tlie owner, holder, or 
reinsurer of the mortgage, is regulated 
or restricted by the Commissioner as to 
rents or sales, charges, capital structure, 
rate of return, and methods of operation. 

(g) “Mortgagee” means the original 
lender under & mortgage, its successors 
and such of its assigns as are approved 
by the Commissioner, and includes the 
holders of the credit Instruments issued 
under a trust mortgage or deed of trust 
pursuant to which such holders act by 
and through a trustee herein named. 

(h) “Multifamily Sales Project” means 
a project constructed under a blanket 
mortgage, covering a group of not less 
than eight single-family dwellings con¬ 
structed for eventual sale to individual 
purchasers. 

(I) “Multifamily Rental Project” 
means a project constructed for the 
purpose of providing rental housing ac¬ 
commodations for eligible tenants. 

(J) “Maturity date” means the date 
,on which the mortgage indebtedness 
would be extinguished if paid in accord¬ 
ance with periodic payments provided 
for in the mortgage. 

§ 227.10 Preference in sale or rental. 

Priority in the sale or rental of dwell¬ 
ings covered by a mortgage insured under 
this subpart shall be given to the follow¬ 
ing classes of persons: 

(a) Military personnel; 

(b) Essential civilian employees of the 
Armed Services; 

(c) Employees of contractors for the 
Armed Services, 

(d) Essential personnel employed or 
assigned to duty at a research or devel¬ 
opment Installation of the National Aero¬ 
nautics and Space Administration or the 
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Atomic Energy Commission or employ¬ 
ees of a contractor of such Administra¬ 
tion or Commission who are employed 
at a research or development installation. 

£ 227.15 livuninrc ri«k «n<l economic 

ooundne**. 

Any mortgage may be accepted for 
insurance by the Commissioner without 
regard to any requirement that the prop¬ 
erty or project be economically sound. 

§ 227.20 Reduced mortgage amount— 
leasehold*. 

In the event the mortgage is on a 
leasehold estate rather than on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage is based is the value or replacement 
cost of the property in fee simple re¬ 
duced by an amount equal to the capi¬ 
talized value of the ground rent. The 
mortgage amount shall be adjusted to 
the next lowest mortgage amount as 
stipulated in 1 227.751 for Individual 
mortgages. 

S 227.25 Eligible mortgage*—-form. 

(a) Form. The mortgage must be 
executed upon a form approved by the 
Commissioner for use In the Jurisdiction 
In which the property covered by the 
mortgage Is situated And must be a first 
lien upon property that conforms with 
property standards prescribed by the 
Commissioner. 

(b) Disbursement of mortgage pro¬ 
ceeds. The entire principal amount of 
the mortgage must have been disbursed 
to the mortgagor or to his creditors for 
his account and with his consent. 

§ 227.27 Prepayment privilege; prepay¬ 
ment and late charge. 

All of the provisions of I 207.14 of this 
chapter relating to prepayment and late 
charge shall apply to mortgages Insured 
under this part, except that no prepay¬ 
ment charge shall be made for prepay¬ 
ments which result from releases of 
individual properties from a blanket 
mortgage covering a MulUf&mlly Sales 
Project. 

S 227.30 Eligible mortgagor*. 

In order to be eligible for mortgage 
Insurance under this subpart, the mort¬ 
gage shall be executed by a mortgagor 
approved by the Commissioner. 

£227.35 Maximum mortgage 

amount*—Multi family Rental Proj¬ 
ect. 

A mortgage on a Multifamily Rental 
Project may Involve a principal obliga¬ 
tion not in excess of the lesser of the 
following: 

(a) $5,000,000; 

(b) 90 percent of the estimated value; 

(c) For such part of the property or 
project attributable to dwelling use. an 
amount per family unit, depending on 
the number of bedrooms, which may be: 

(1) $9,000 without a bedroom. 

(2) $12,500 with one bedroom. 

(3) $15,000 with two bedrooms. 

(4) $18,500 with three or more bed¬ 
rooms. 
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§ 227.10 Maximum mortgage 

amount*—multifamily aalca project. 

A mortgage on a multifamily sales 
project may involve a principal obliga¬ 
tion not In excess of the lesser of the 
following: 

(a) $5,000,000. 

(b) A sum computed on the basis of a 
separate mortgage for each single-family 
dwelling comprising the project, equal to 
the total of each of the maximum prin¬ 
cipal obligations of such mortgages 
which would meet the requirements of 
section 203(b) (2) of the Act If the mort¬ 
gagor were the owner and occupant who 
had made any required payment on ac¬ 
count of the property described In such 
section of the Act; provided that special 
escrow arrangements, satisfactory to the 
Commissioner, are made by the mort¬ 
gagor with respect to mortgage proceeds 
In excess of 90 percent of the estimated 
value. 

g 227.45 Increased mortgage amount**— 
high coat area*. 

(a) In any geographical area where 
the Commissioner finds oost levels so re¬ 
quire, the Commissioner may Increase, 
by not to exceed 45 percent the dollar 
amount limitations set forth In 
8 227.35(c). 

(b) If the Commissioner finds that be¬ 
cause of high costs In Alaska, Guam, or 
Hawaii It is not feasible to construct 
dwellings without the sacrifice of sound 
standards of construction, design, and 
livability within the limitations of maxi¬ 
mum mortgage amounts provided in this 
section, the principal obligation of mort¬ 
gages may be Increased In such amounts 
as may be necessary to compensate for 
such costs, but not to exceed. In any 
event, the maximum including high cost 
area Increases, if any. otherwise appli¬ 
cable by more than one-half thereof. 

§ 227.47 Ixian* to cover 2-ycar operating 
loss* 

(a) Operating loss determination. 
When the Commissioner determines that 
an operating loss has occurred during the 
first 2 years following completion of the 
project, he may. In his discretion, ac¬ 
cept for Insurance under this part, a 
loan to cover such loss. For the purposes 
of this section, an operating loss shall 
occur when the Commissioner deter¬ 
mines that the total of the taxes. Inter¬ 
est on the mortgage debt, mortgage In¬ 
surance premiums, hazard Insurance 
premiums, and the expense of mainte¬ 
nance and operation of the project (ex¬ 
cluding depreciation) exceeds the proj¬ 
ect Income. 

(b) Security instrument. The loan 
shall be secured by an instrument In a 
form approved by the Commissioner for 
use In the Jurisdiction In which the proj¬ 
ect la located. 

(c) Maximum interest rate. The loan 
may bear interest at such rate as may be 
agreed upon by the mortgagee and mort¬ 
gagor. but In no case shall such rate ex¬ 
ceed the rate In effect under 8 207.7 of 
this chapter on the date the commit¬ 
ment Is Issued. Interest shall be payable 


In monthly Installments on the principal 
then outstanding. 

(d) Maturity. The loan shall be lim¬ 
ited to a term not exceeding the un¬ 
expired term of the original mortgage 

§ 227.50 Mortgage release pro* 

A mortgage executed by a mortgagor 
of a Multifamily Sales Project shall pro¬ 
vide that at any time After five years 
from the date the project became avail¬ 
able for Initial occupancy or at such 
earlier date as the Commissioner may au¬ 
thorize, the property underlying such 
mortgage may be released. In whole or 
In part, upon payment of the unpaid 
balance of the blanket mortgage allocable 
to the property released. Where the 
mortgage does not contain release provi¬ 
sions, no property shall, except with the 
consent of the Commissioner, be released 
from the lien thereof so long as the 
mortgage insurance Is In force. 

§ 227.55 Coal certification. 

All of the provisions of §8 207.25 
through 207JO of this chapter shall be 
applicable to a Multifamily Rental Proj¬ 
ect. but such provisions shall not be 
applicable to a Multlfamlly Sales Proj¬ 
ect. 

Subpart B—Contract Rights and 
Obligations—Projects 

§ 227.251 Incorporation by reference— 
Multi family, Sale* or Rental Project. 

(a) AH of the provisions of Subpart 
B. Part 207 of this chapter covering 
mortgages Insured under section 207 of 
the National Housing Act apply to Mul- 
tifamlly. Sales or Rental Project mort¬ 
gages Insured under section 810 of the 
National Housing Act except the follow¬ 
ing provisions: 

Seo. 

207.253 Adjusted premium and termination 
chargee. 

<b) For the purposes of this part, all 
references In Part 207 of this chapter to 
section 207 of the act shall be construed 
to refer to section 810 of the act. 

8 227.253 Adjusted premium and termi¬ 
nation charges. 

All of the provisions of 8 207.253 of this 
chapter relating to adjusted premium 
and termination charges shall apply to 
mortgages Insured under this part, ex¬ 
cept that no adjusted premium charge 
shall be due the Commissioner where a 
Multifamily Bales Project Mortgage is 
paid In full prior to maturity as a result 
of the release of the Individual properties 
from the mortgage. 

Subpart C—Eligibility Requirements— 
Individual Mortgages 

§ 227.501 Incorporation by reference. 

(a) General. All of the provisions 
of 88 203.1 to 203.4 and 203.6 to 203.9 
of this chapter shall govern the eligibility 
qualifications and requirements of mort¬ 
gages under this subpart. 

(b) Individual Mortgages. (1) All of 
the provisions of Subpart A. Part 203 of 
this chapter covering mortgages Insured 
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under section 203 of the National Hous-, 
ing Act apply to Individual Mortgages 
insured under this subpart except the 
following provisions: 

Sec. 

203.17 Mortgage provisions. 

209.18 Maximum mortgage amounts. 

203.10 Mortgagor's minimum investment* 
203.28 Economic soundness of project. 

203.20 Eligible mortgages In Masks. Guam 

or Hawaii. 

203.40 Location erf property. 

203.42 Rental properties 

203.43 Eligibility of miscellaneous type 

mortgages. 

203.43a Eligibility of bousing in declining 
urban areas. 

203.50 et scq. Insured borne improvement 
loans. 

(2) For the purposes of this subpart 
all references in Part 203 of this chapter 
to section 203 of the Act shall be con¬ 
strued to refer to section 810 of such 
Act. 

§ 227.505 Definition* of term* as awed 

in this subpart. 

As used in this subpart, the following 
terms will have the meaning indicated: 

(a) "Act" means the National Hous¬ 
ing Act. as amended. 

(b) "Commissioner" means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representatives. 

(c) [Reserved! 

(d) "Mortgage" means a first mort¬ 
gage on real estate, in fee simple, or on 
a leasehold (1) under a lease for not less 
than 99 years which is renewable; or (2) 
under a lease having a period of not less 
than 75 years to run from the date the 
mortgage is executed: or (3) under a 
lease executed by a governmental agency 
for the maximum term consistent with 
Its legal authority, provided such lease 
has a period of not less than 50 years 
to run from the date the mortgage is ex¬ 
ecuted; and the term "first mortgage** 
means such classes of first liens as are 
commonly given to secure advances on. 
or the unpaid purchase price of, real 
estate, under the laws of the State in 
which the real estate Is located, together 
with the credit instruments. If any, se¬ 
cured thereby. 

(e) "Insured mortgage" means a 
mortgage which has been Insured by the 
Issuance of a Mortgage Insurance Cer¬ 
tificate or by the endorsement of the 
credit instrument by the Commissioner. 

(f) •’Mortgagor" In the case of an 
Individual Mortgage means the original 
borrower under a mortgage and its suc¬ 
cessors and such of its assigns as are ap¬ 
proved by the Commissioner. 

(g) "Mortgagee" means the original 
lender under a mortgage, its successors 
and such of its assigns as are approved 
by the Commissioner, and Includes the 
holders of the credit instruments issued 
under a trust mortgage or deed of trust 
pursuant to which such holders act by 
and through a trustee herein named. 

<h) "Individual Mortgage" means a 
mortgage covering an individual single- 
family dwelling which has been released 
from a Multifamily Sales Project 
mortgage. 


(1) "Maturity date" means the date 
on which the mortgage indebtedness 
would be extinguished If paid In accord¬ 
ance with periodic payments provided 
for in the mortgage. 

§ 227.510 Preference in iwile or rental. 

Priority In the sale or rental of dwell¬ 
ings covered by a mortgage insured under 
this subpart shall be given to the follow¬ 
ing classes of persons; 

(a) Military personnel; 

(b) Essential civilian employees of the 
Armed Services; 

(c) Employees of contractors for the 
Armed Services. 

(d) Essential personnel employed or 
assigned to duty at a research or devel¬ 
opment Installation of the National 
Aeronautics and Space Administration 
or the Atomic Energy Commission or 
employees of a contractor of such Ad¬ 
ministration or Commission who are 
employed at a research or development 
Installation. 

§ 227.515 Insurance rink and economic 
soundness. 

Any mortgage may be accepted for in¬ 
surance under this subpart by the Com¬ 
missioner without regard to any require¬ 
ment that the property or project be 
economically sound or an acceptable risk. 

§ 227.520 Reduced mortgage amount*— 
leasehold*. 

In the event the mortgage is on a 
leasehold estate rather titan on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage is based is the value or replacement 
cost of the property In fee simple re¬ 
duced by an amount equal to the capi¬ 
talized value of the ground rent. The 
mortgage amount shall be adjusted to the 
next lowest mortgage amount as stipu¬ 
lated in § 227.535 for individual mort¬ 
gages. 

§ 227.525 Eligible mortgage*— form. 

(a) Form . The mortgage must be 
executed upon a form approved by the 
Commissioner for use In the Jurisdiction 
In which the property covered by the 
mortgage Is situated and must be a first 
lien upon property that conforms with 
property standards prescribed by the 
Commissioner. 

(b) Disbursement of mortgage pro¬ 
ceeds. The entire principal amount of 
the mortgage must have been disbursed 
to the mortgagor or to his creditors for 
his account and with his consent. 

§ 227.550 Eligible mortgagor*. 

In order to be eligible for mortgage 
insurance under this subpart, the mort¬ 
gage shall be executed by a mortgagor 
approved by the Commissioner. 

§227.535 Maximum mortgage 

amount*—Individual Mortgage. 

The mortgage shall Involve a prin¬ 
cipal obligation In an amount of $100 
or multiples thereof except a mortgage 
having a principal obligation not In ex¬ 
cess of $15,000 and an amortization pe¬ 
riod of either 20. 25, 30 or 35 years may 


be in an amount of $50 or multiples 
thereof and must not exceed the unpaid 
balance of the project mortgage allocable 
to the property offered as security. 

§ 227.510 Mortgagor minimum invest¬ 
ment. 

At the time the mortgage Is Insured 
the mortgagor shall have paid on ac¬ 
count of the property at least 3 percent 
of the Commissioner’s estimate of the 
cost of acquisition or such larger amount 
as the Commissioner may determine. In 
cash or Its equivalent. 

§ 227.515 Maximum term. 

The mortgage shall come due on tho 
first of a month and must have a matur¬ 
ity satisfactory to the Commissioner, 
not more than 35 years or the unexpired 
term of the Multifamily Sales Project 
mortgage at the time of release of the 
mortgaged property from such property 
mortgage. 

§ 227.550 Amortisation period. 

The amortization period shall be 
either 10. 15. 20, 25. 30 or 35 years by 
providing for 120, 180, 240. 300. 360 or 
420 monthly amortization payments. 

§ 227.555 Rrlea*e from Mullifnmily 
Sale* Project mortgage. 

To be released from the lien of a pro¬ 
ject mortgage the property to be re¬ 
leased and mortgaged shall be Included 
as part of a Multlfamlly Sales Project 
and shall have located thereon a single - 
family dwelling. The mortgage shall 
be executed in connection with the re¬ 
lease of such property from the lien of 
the project mortgage and to replace or 
refinance the project mortgage as to 
such property. 

Subpart D—Contract Rights and Ob¬ 
ligations—Individual Mortgages 

§ 227.751 Incorporation by reference— 
Individual Mortgages. 

(a) All of the provisions of Subpart B. 
Part 203 of this chapter covering mort¬ 
gages insured under section 203 of the 
National Housing Act apply to Individual 
Mortgages Insured under section 810 of 
the National Housing Act except the fol¬ 
lowing provisions: 

Sec. 

209.420 Nature of Mutual Mortgage Insur¬ 

ance Fund. 

209.421 Allocation of Mutual Mortgage In¬ 

surance Pund Income or Lose, 

209.422 Right and UabUlty under Mutual 

Mortgage Insurance Fund. 

209.423 Distribution of distributive shares. 

203.424 Maximum amount or distributive 

shares. 

203 425 Finality of determination. 

203.440 et scq. Insured home Improvement 
loans. 

(b) For the purposes of this subpart, 
all references In Part 203 of this chapter 
to section 203 of the act shall be con¬ 
strued to refer to section 810 of the act, 
and all references to the Mutual Mort¬ 
gage Insurance Fund shall be construed 
to refer to the General Insurance Fund. 
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PART 228—INDIVIDUAL RESIDENCES; 
NATIONAL DEFENSE HOUSING 
MORTGAGE INSURANCE (SEC. 
903J 

Sub port A— !Re»erv#dl 
Subport B—Contract tight* and Obligation* 

Bcc. 

228 261 Incorporation by reference. 

228.266 Due date of Initial MIP 
228.260 Adjustment of initial MTP 

228.265 Amount of annual MIP. 

228.270 Pro rata adjustment of MIP upon 
prepayment. 

228275 Payment of delinquent Interest, 
228.280 Special forbearance relief—owner¬ 
ship of ten unit project. 

228.285 Effect of special forbearance agree¬ 
ment on default and MIP. 

228290 Insurance benefits—conveyed prop* 
•rtlee—foreclosure costs. 

228205 Debenture Interest rate. 

228.800 Maturity of debentures. 

228.305 Applicability to outstanding mort¬ 
gages and commitments. 

Atrraoamr: The provisions of this Part 
228 Issued under sec. 903. 65 Stat. 290. sec. 
807. 65 8tat. 801; 12 UJ9.0. 1750b. 1750f. 

Subport A—[Reserved] 

Subpart B—Contract Rights and 
Obligations 

§ 228.251 Incorporation by reference. 

(a) All of the provisions of Subpart B. 
Part 203 of this chapter covering mort¬ 
gagee Insured under section 203 of the 
National Housing Act apply to mortgagee 
covering individual homes In connection 
with national defense housing Insurance 
under section 903 of the National Hous¬ 
ing Act. except the following: 

Sec. 

303.266 Due date of Initial MIP. 

203268 Adjustment of initial MIP. 

203209 Pro rata payment of Initial MIP. 
208275 Amount of annual MIP. 

203.276 Due date of annual MIP. 

203276 Pro rata payment of annual MIP. 
203.402 Items Included In payment—con¬ 
veyed properties. 

203.406 Debenture interest rate. 

203.406 Maturity of debentures. 

203420 Nature of Mutual Mortgage Insur¬ 
ance Fund. 

203.421 Allocation of Mutual Mortgage In¬ 

surance Fund Income or loss. 

203.422 Bigbt and liability under Mutual 

Mortgage Insurance Fund. 

203.423 Distribution of distributive share#. 

200.424 Maximum amount of distributive 

shares. 

203.426 Finality of determination. 

203.498 Applicability to outstanding mort¬ 

gages and commitments. 

203.499 Effective date. 

(b) For the purposes of this subpart, 
all references In Part 203 of this chapter 
to section 203 of the act shall be con¬ 
strued to refer to section 903 of the act. 
and all references to the Mutual Mort¬ 
gage Insurance Fund shall be construed 
to refer to the General Insurance Fund. 

6 228.255 Due date of initial MIP. 

The Initial MIP shall be paid on the 
date on which the Insurance becomes 
effective by endorsement. 


§ 228.260 Adjustment of Initial MIP. 

Regardless of whether the period cov¬ 
ered by the MIP Is more or less than I 
year, a payment shall be made to the 
Commissioner on account of the Initial 
MIP which payment shall be in an 
amount equal to one-half percent of the 
average outstanding principal obligation 
for the first year of amortization under 
the mortgage. If such payment Is less 
than the minimum premium or more 
than the maximum premium prescribed 
by the act. the initial MIP shall be in 
such minimum amount and the amount 
of the second premium shall be adjusted 
accordingly. If such payment Is within 
the limitations prescribed by the act, no 
adjustment shall be made and the 
amount of the payment shall be retained 
by the Commissioner as the initial MIP. 

§ 228.265 Amount of annual MIP. 

After payment of the initial MIP and 
until the mortgage is paid In full or un¬ 
til an application for insurance benefits 
Is received by the Commissioner or until 
the contract is otherwise terminated 
with the consent of the Commissioner, 
the mortgagee shall continue to pay an¬ 
nual MIP to the Commissioner. Annual 
MIP shall be paid on the anniversary 
date of the beglnnin 0 of amortization. 
It shall be paid in an amount equal to 
one-half percent of the average out¬ 
standing principal obligation for the 12- 
month period following the date on 
which the premium becomes payable. 

§ 228.270 Pro nil* adjustment of MIP 
upon prepayment. 

Upon prepayment of the mortgage in 
full prior to maturity, the Commissioner 
shall refund to the mortgagee for the 
account of the mortgagor an amount 
equal to the pro rata portion of the 
current MIP theretofore paid which is 
applicable to the portion of the year 
subsequent to such payment, computed 
from the first day of the month follow¬ 
ing the month In which such prepay¬ 
ment occurs. No such refund shall be 
made in any case where the prepay¬ 
ment occurs In the twelfth month of 
the premium year. 

8 228.27S Payment of delinquent inter¬ 
est* 

The mortgagee may. with the written 
consent of the Commissioner, apply 
partial payments to delinquent Interest 
to the exclusion of prior delinquent prin¬ 
cipal payments at a rate not In excess 
of the interest rate applicable to de¬ 
bentures to which the mortgagee may 
be entitled. Where the partial pay¬ 
ments are so applied, the date of default 
shall be 30 days after the due date of 
the earliest monthly payment any part 
of which remains unpaid. 

g 228.280 Special forbearance relief— 
ownership of ten unit project* 

The Commissioners may consent to the 
mortgagee entering Into a written agree¬ 
ment with the mortgagor providing for 
a postponement for a period not to ex¬ 


ceed 1 year of that part of the monthly 
payment which represents amortization 
of principal where the mortgagor Is the 
owner of a group of properties consist¬ 
ing of a project of not less than 10 
rental units. Such agreement shall ob¬ 
ligate the mortgagor to deposit with the 
mortgagee the entire net income from 
all of the properties comprising the proj¬ 
ect. under arrangements satisfactory to 
the Commissioner. The agreement shall 
also obligate the mortgagor to resume 
monthly payments after the effective 
period of the agreement in such amounts 
as will completely amortize the mort¬ 
gage Indebtedness within the original 
maturity. The agreement shall in no 
way affect the amount of the annual 
MIP which shall continue to be calcu¬ 
lated in accordance with the original 
amortization provisions* 

§ 228.285 Effect of special forbearance 

agreement on default and MIP. 

If the mortgagee withholds foreclo¬ 
sure proceedings against the mortgagor 
pursuant to the provisions of a forbear¬ 
ance agreement approved by the Com¬ 
missioner. partial payments on the mort¬ 
gage received by the mortgagee shall be 
applied and reapplied in the manner 
prescribed In such agreement. Where 
payments are so applied, the date of de¬ 
fault shall be 30 days after the due date 
of the earliest monthly payment, any 
part of which remains unpaid. In such 
Instances, the Commissioner may not re¬ 
quire the payment of MIP or any portion 
thereof to the extent that partial pay¬ 
ments received from the mortgagor 
during the period of forbearance are in¬ 
sufficient to pay such premiums after 
applying the partial payments to delin¬ 
quent Interest. The rate of delinquent 
Interest shall be not in excess of the 
interest rate applicable to debentures to 
which the mortgagee may be entitled 

8 228.290 Insurance benefit*—convened 

properties—foreclosure coiU. 

All of the provisions of | 203.402 of 
this chapter shall govern the computa¬ 
tion of the items included in insurance 
benefits for conveyed properties, except 
that in lieu of the allowance in para¬ 
graph (f) of | 203.402 of this chapter for 
foreclosure costs or for the costs of ac¬ 
quiring the property otherwise, there 
shall be Included on account of such 
costs, In those cases Involving mortgages 
on which the unpaid principal obligation 
at the time of the institution of fore¬ 
closure exceeds 80 percent of the ap¬ 
praised value of the property as of the 
date the mortgage was accepted for In 
surance, an amount not In excess of the 
greater of the following: 

(a) Two percent of the unpaid prin¬ 
cipal of the mortgage as of the date of 
the Institution of foreclosure proceed¬ 
ings. but not In excess of $76; or 

<b) Two-thirds of the foreclosure 
costs or the costs of acquiring the prop¬ 
erty otherwise. 

8 228.295 Di'brnture Interrat rate. 

Debentures shall bear interest from 
the date of issue, payable semiannually 
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on the first day of January and the first 
day of July of each year at the rate of 
2V4 percent per annum In the case of 
mortgages endorsed for Insurance prior 
to July 8, 1953, and at the rate of 2% 
percent per annum In the case of mort¬ 
gages endorsed for insurance on or after 
July 8. 1953 and pursuant to commit¬ 
ments Issued prior to May 29, 1954. and 
at the rate of 2& percent per annum 
In the case of mortgages endorsed for 
Insurance after May 29, 1954. and pur¬ 
suant to commitments Issued prior to 
August 9, 1954, and at the rate In effect 
os of the date the commitment was 
issued or as of the dAte the mortgage 
was endorsed for Insurance In the case 
of mortgages committed or endorsed for 
Insurance on or after August 9. 1954. 
The following additional Interest rates 
are effective for the dates listed: 


EflteUv* r*W (percent) 

On or after— 

Prior to— 

lM. ...................... 

. , 

Auf. ®.1*M 
Jan. 1.1*0* 
Jaly l.!*M 
July 1.1*94 
Jon. 1,1097 
July 1,1*07 

Jan. 

July 

July 

Jan. 

July 

L1W 

I.1W4 

1,1*64 

1,1*07 

1.1*07 

W: . 






s 228.300 Maturity of debenture*. 

Debentures shall mature as follows: 

(a) Where the mortgage was insured 
pursuant to a commitment Issued prior 
to August 9, 1954. the debentures shall 
mature 10 years after the date of Issue 
of such debentures. 

(b) Where the mortgage was Insured 
pursuant to a commitment Issued on or 
after August 9,1954. the debentures shall 
mature 20 years after the date of Issue of 
such debentures. 

{ 228.305 Applicability to out*tasidinc 
mortgage* and commitment*. 

The regulations In this part are effec¬ 
tive as to all mortgages on which a 
commitment to Insure Is issued to an 
approved mortgagee on or after August 
11, 1954. 

PART 229— NATIONAL DEFENSE 
RENTAL HOUSING MORTGAGE 
INSURANCE [SEC. 9081 

Svbport A—eligibility Requirement* (Reserved) 

Subport B—Centred Right* and Obligation* 

See. 

229 331 Incorporation by reference. 

229 232 Effective date. 

Auntoarrr: The provision* of this Part 
239 Issued under one. 907. 56 Slat. SOU 12 
U.8.0. 1750T. unless otherwise noted. 

Subpart A—Eligibility Requirements 
[Reserved] 

Subpart B—Contract Rights and 
Obligations 

S 229.251 Inrorporstion by reference. 

All of the provisions of Subpart B. 
Part 207 of this chapter concerning 
rights and obligations of a mortgagee 
pursuant to an Insurance contract under 
section 207 of the act apply to mortgages 
Insured pursuant to section 908 of the 
set except for the purposes of this part: 
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(a> References in Part 207 of this 
chapter to section 207 of the act shall be 
deemed to mean section 908 of the act. 
(b) Debentures shall mature as 

follows: 

(1) Where the mortgage was Insured 
pursuant to a commitment Issued prior 
to August 13, 1954. the debentures shall 
mature 10 years after the date of Issue 
of such debentures. 

(2) Where the mortgage was Insured 
pursuant to a commitment issued on or 
after August 13, 1984, the debentures 
shall mature 20 years after the date of 
Issue of such debentures. 

(Interpret or apply eec. 908. 66 8tat. SOI. as 
amended; 12 U.8.C. 1750*) 

§ 229.252 Effective dale. 

The provisions of this part shall be 
effective as to all mortgages with respect 
to which a commitment to Insure shall 
be Issued on or after the date hereof. 

PART 231—HOUSING MORTGAGE 
INSURANCE FOR THE ELDERLY 

Subpart A—Eligibility Requirement* 

See, 

231.1 Incorporation by reference. 

231.2 Definition*. 

281.3 Maximum mortgage amount*—new 

construction, 

231.4 Maximum mortgage amount*—re¬ 

habilitation project*. 

231.6 Increased mortgage amount*—ele¬ 
vator type structures. 

231.6 Increased mortgage amount*—high 

ooel area*. 

231.7 boon* to ©over two year operating 

low. 

231.8 Supervision of mortgagor*. 

231.9 Eligible occupant*. 

231.10 Development of proper t y. 

231.10a Certificate at oaet requirement*. 
231.10b Form of contract. 

231.11 Certificate* of actual ooet. 

231.11a Builder** and sponsor** profit and 

risk allowance. • 

231.11b Contractor** certification. 

231.12 Private mortgagor—nonprofit; pre¬ 

payment privilege and prepay¬ 
ment charge*. 

231.IS Private mortgagor—profit prepay¬ 

ment privilege* and prepayment 
charge*. 

231.14 Late charge. 

Subpart 5—Contract Right* and Obligation* 
231.251 Incorporation by reference. 

Authority: The provision* of this Part 231 
Issued under see. 211, 62 Slat. 23. a* amended, 
sea 231, 78 Btat. 685; 12 UjS.O. 1716b. 1716v. 

Subpart A—Eligibility Requirements 
8 231.1 Incorporation by reference. 

(a) All of the provisions of 8ubpart A, 
Part 207 of this chapter ooncemlng 
eligibility requirements of mortgages 
covering multtfamlly housing under sec¬ 
tion 207 of the National Housing Act 
apply to mortgages on projects for the 
elderly Insured under section 231 of the 
National Housing Act except the follow¬ 
ing provisions; 

Sec, 

207.4 Maximum mortgage amount*. 

207.11 Soundness at project. 

207.14 Prepayment privilege; prepayment 

■.rvri late chounze*. 

207.17 Classification. 
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See. 

207.19 Required supervision aT private 

Mortgagor*. 

207.20 Oocupanoy requirement*. 

20724 Development of property. 

20725 Certificate of coat requirement*. 
20728 Form at contract. 

20727 Certificate* of actual ooet. 

20733 Eligibility of mortgagee on trailer 
court* or parks far trailer ooach 
mobile dwellings. 

(b) For the purposes of this subpart 
all references in Part 207 of this chapter 
to section 207 of the Act shall be con¬ 
strued to refer to section 231 of the Act. 

§ 231.2 Definition*. 

As used in this subpart, the following 
terms shall have the meaning Indicated: 

(a) [Reserved! 

(b> "Act" means the National Housing 
Act, as amended. 

(c) “Elderly person'* means any per¬ 
son married or single, 62 years of age or 
more. 

(d) "Housing for the elderly" means 
eight or more new or rehabilitated living 
units which are specially designed for 
the use and occupancy of elderly per¬ 
sons. 

(e) "Mortgagee" means the original 
lender under a mortgage, and Its suc¬ 
cessors and assigns, and Includes the 
holders of credit Instruments Issued 
under a trust Indenture, mortgage or 
deed of trust pursuant to which such 
holders act by and through a trustee 
therein named. 

(f) •'Mortgagor*' means the original 
borrower under a mortgage and its suc¬ 
cessors and assigns. 

(g) "Maturity date" means the date 
on which the mortgage indebtedness 
wou^d be extinguished If paid In accord¬ 
ance with the periodic payments pro¬ 
vided for In the mortgage. 

(h) •'Replacement ooet" means the 
Commissioner's estimate of the construc¬ 
tion cost of the property or project when 
the proposed improvements are com¬ 
pleted. The replacement cost may in¬ 
clude the land, the proposed physical Im¬ 
provements, utilities within the bound¬ 
aries of the land, architect's fees, taxes. 
Interest during construction and other 
miscellaneous chargee Incident to con¬ 
struction and approved by the Commis¬ 
sioner. 

(I) "Private Mortgagor—Profit" means 
any mortgagor approved by the Commis¬ 
sioner, which, until the termination of 
all obligations of the Commissioner un¬ 
der the Insurance contract and during 
such further period of time as the Com¬ 
missioner shall be the owner, holder, or 
reinsurer of the mortgage, may In the 
Comlssloner's discretion be regulated 
or restricted as to rents or sales, charges, 
capital structure, rate of return and 
methods of operation. 

(J) "Private Mortgagor—Nonprofit" 
means a corporation or association or¬ 
ganized for purposes other than the 
making of profit or gain for Itself or 
persons Identified therewith and which 
the Commissioner finds Is In no manner 
controlled by nor under the direction of 
persons or firms seeking to derive profit 


FEDERAL REOISTIR, VOL 36, NO. 246—WEDNESDAY, DECEM5ER 22, 1971 














2I61G 

or gain therefrom. Such a mortgagor 
fhall be regulated or supervised under 
federal or state laws or by political sub¬ 
divisions of states or agencies thereof, or 
the Federal Housing Commissioner, as 
to rents, charges, and methods of oper¬ 
ation, The regulation or supervision of 
the mortgagor shall be In such manner 
as, in the opinion of the Commissioner, 
will effectuate the purposes of this 
subpart, 

(k) ‘■Public Mortgagor” means a Fed¬ 
eral or State Instrumentality, a munici¬ 
pal corporate Instrumentality of one or 
more States, or nonprofit development 
or housing corporation restricted by Fed¬ 
eral or State laws or regulations of State 
banking or Insurance departments as to 
rents, charges, capital structure, rate of 
return, or methods of operation. 

(l) “Handicapped person” means a 
person who has a physical impairment 
which: 

(1) Is expected to be of a long-con¬ 
tinued and indefinite duration; 

(2) Substantially impedes his ability 
to live independently: and 

(3) Is of such nature that his ability 
to live Independently could be improved 
by more suitable housing conditions. 

§ 231.3 Maximum mortgage amount*— 
new construction. 

The mortgage shall involve a princi¬ 
pal obligation not in excess of the 
following: 

(a) Dollar amount limitation. (1) 
$12,500,000 If executed by a Private Mort¬ 
gagor: 

(2) $50,000,000 if executed by a Public 
Mortgagor. 

(b) Family unit limitations. For such 
part of the property or project attributa¬ 
ble to dwelling use (excluding exterior 
land improvement as defined by the 
Commissioner) an amount per family 
unit, depending on the number of bed¬ 
rooms, which may be: 

(1) $8,800 without a bedroom. 

(2) $12,375 with one bedroom. 

(3) $14,850 with two bedrooms. 

(4) $18,700 with three bedrooms. 

(5) $21,175 with four or more bed¬ 
rooms. 

(c) Replacement cost limitation. (1) 
The Commissioner’s estimate of the re¬ 
placement cost of the property or project 
when the proposed improvements are 
completed If executed by a Private Mort¬ 
gagor—Nonprofit or a Public Mortgagor. 
The replacement cost may include the 
land, the proposed physical Improve¬ 
ments, utilities within the boundaries of 
the land, architect's fees, taxes, inter¬ 
est during construction and other mis¬ 
cellaneous charges incident to construc¬ 
tion and approved by the Commissioner. 

<2) 9Q percent of the Commissioner's 
estimate of the replacement cost of the 
property or project when the proposed 
improvements are completed IX executed 
by a Private Mortgagor-Profit. The 
replacement cost may include the land, 
the proposed physical Improvements, 
utilities within the boundaries of the 
land, architect's fees, taxes, Interest dur¬ 
ing construction and other miscellaneous 
charges incident to construction and ap¬ 
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proved by the Commissioner and shall 
include an allowance for builders and 
sponsors profit and risk of 10 percent of 
the foregoing items exclusive of land un¬ 
less the Commissioner, after certifying 
such allowance Is unreasonable, pre¬ 
scribes a lesser percentage. 

<d) Reduced mortgage amount — 
leaseholds. In the event the mortgage Is 
on a leasehold estate rather than on a 
fee simple holding, the value or replace¬ 
ment cost of the property on which the 
mortgage Is based is the value or replace¬ 
ment cost of the property In fee simple 
reduced by an Amount equal to the capi¬ 
talized value of the ground rent. 

$ 231.4 Maximum mortgage amount*— 
rehabilitation project*. 

(a) Principal obligation of mortgage. 
In the case of properties other than new 
construction, the principal obligation of 
the mortgage shall not exceed: 

(1) Public Mortgagor and Private 
Mortgagor — Nonprofit. For a Public 
Mortgagor and a Private Mortgagor— 
Nonprofit, the Commissioner’s estimate 
of the value of the project after the com¬ 
pletion of the rehabilitation: 

(2) Private Mortgagor—Profit. For a 
Private Mortgagor—Profit. 90 percent of 
the Commissioner’s estimate of the value 
of the project after the completion of the 
rehabilitation. 

(b) Adjusted mortgage amount — re- 
habilitation projects. A mortgage hav¬ 
ing a principal amount computed In 
compliance with the applicable provi¬ 
sions of this section, and which involves 
a project to be repaired or rehabilitated, 
shall be subject to the following addi¬ 
tional limitations: 

(1) Property held in fee. If the mort¬ 
gagor is the fee simple owner of the 
project, the maximum mortgage amount 
shall not exceed 10O percent of the Com¬ 
missioner's estimate of the cost of the 
proposed repairs or rehabilitation 

(2) Property subject to existing mort¬ 
gage. IX the mortgagor owns the project 
subject to an outstanding indebtedness, 
which Is to be refinanced with part of 
tlie insured mortgage, the maximum 
mortgage amount shall not exceed: 

(I) Nonprofit mortgagor. If the mort¬ 
gagor Is a nonprofit mortgagor, the com¬ 
missioner's estimate of the cost of the 
repair or rehabilitation plus such por¬ 
tion of the outstanding indebtedness as 
does not exceed the Commissioner’s esti¬ 
mate of the fair market value of such 
land and Improvements prior to the re¬ 
pair or rehabilitation; or 

(II) Profit mortgagor. It the mort¬ 
gagor is a profit mortgagor, the Com¬ 
missioner’s estimate of the cost of repair 
or rehabilitation plus such portion of the 
outstanding indebtedness as docs not 
exceed 90% of the Commissioner’s esti¬ 
mate of the fair market value of such 
land and Improvements prior to the re¬ 
pair or rehabilitation. 

(3) Property to be acquired. If the 
project is to be acquired by the mortgagor 
and the purchase price Is to be financed 
with a part of the insured mortgage, the 
maximum mortgage amount shall not 
exceed: 


<i) Nonprofit mortgagor. If the mort¬ 
gagor is a nonprofit mortgagor, the Com¬ 
missioner’s estimate of the cost of the 
proposed repair or rehabilitation plus the 
actual purchase price of the land and 
Improvements, but not In excess of the 
Commissioner's estimate of the fair 
market value of such land and Improve¬ 
ments prior to the repair or rehabilita¬ 
tion; or 

(II) Profit mortgagor. If the mort¬ 
gagor is a profit mortgagor: 

(a) 90% of the Commissioner’s esti¬ 
mate of the cost of the repair or rehabil¬ 
itation, plus 

<b> 90% of the actual purchase price 
of the land and Improvements, or Com¬ 
missioner's estimate of the fair market 
value of such land and Improvements 
prior to the repair or rehabilitation, 
whichever is the lesser as provided in 
this (b). 

(c> Reduced mortgage amount —lease¬ 
holds. In the event the mortgage is on a 
leasehold estate rather than on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage Is based Is the value or replacement 
cost of the property in fee simple re¬ 
duced by an amount equal to the capi¬ 
talized value of the ground rent. 

g 231.5 Increased mortgage amount* — 
elevator type atructurc*. 

In order to compensate for the higher 
costs incident to construction of elevator 
type structures of sound standards of 
construction and design, the Commis¬ 
sioner may increase the dollar amount 
limitations per family unit as provided In 
l 231.3(b) to not to exceed: 

(a) $10,450 per family unit without a 
bedroom. 

(b> $14,850 per family unit with one 
bedroom. 

(c) $17,600 per family unit with tvo 
bedrooms. 

(d) $22,000 per family unit with three 
bedrooms. 

(e) $25,025 per family unit with four 
or more bedrooms. 

g 231.6 Increased mortgage amount*— 
high eoM area*. 

<a> In any geographical area where 
the Commissioner finds cost levels so re¬ 
quire, the Commissioner may increase, by 
not to exceed 45 percent, the dollar 
amount limitations set forth in ft 231.3 
(b) and 231.5. 

<b) If the Commissioner finds that 
because of high costs In Alaska, Guam, 
or Hawaii It Is not feasible to construct 
dwellings without the sacrifice of sound 
standards of construction, design, and 
livability within the limitations of maxi¬ 
mum mortgage amounts provided in this 
section, the principal obligation of mort¬ 
gagee may be increased in such amounts 
as may be necessary to compensate for 
such costs, but not to exceed in any event 
the maximum. Including high cost arcs 
Increases, If any, otherwise applicable 
by more than one-half thereof. 

$ 231.7 Loads to cover I*ro year operat¬ 
ing loss. 

(a) Operating loss determination 
When the Commissioner determines that 
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an operating loss lias occurred during 
the first 2 years following completion 
of the project, he may. In his discretion, 
accept for Insurance under this part, a 
loan to cover such loss. For the purposes 
of this section, an operating loss shall 
occur when the Commissioner determines 
that the total of the taxes. Interest on the 
mortgage debt, mortgage insurance pre¬ 
miums, hazard Insurance premiums, and 
the expense of maintenance and opera¬ 
tion of the project (excluding deprecia¬ 
tion) exceeds the project Income. 

(b) Security instrument The loan 
shall be secured by an instrument in a 
form approved by the Commissioner for 
use in the Jurisdiction in which the 
project is located. 

(c) Maximum interest rate . The loan 
may bear interest at such rate as may be 
agreed upon by the mortgagee and the 
mortgagor, but In no case shall such rate 
exceed the rate in effect under 5 231.2 on 
the date the commitment is Issued. In¬ 
terest shall be payable in monthly Install¬ 
ments on the principal then outstanding. 

(d) Maturity. The loan shall be lim¬ 
ited to a term not exceeding the unex¬ 
pired term of the original mortgage. 

(231.8 Supervision of mortgagors. 

(a) Private Mortgagor—Profit. All of 
the provisions of 5 207.19 of this chapter 
apply to mortgages executed by a Private 
Mortgagor—Profit. 

(b) Private Mortgagor—Nonprofit. 
All of the provisions of I 207.19 of this 
chapter apply to mortgages executed 
by a Private Mortgagor—nonprofit ex¬ 
cept that: 

<1) A private mortgagor—nonprofit 
shall not be subject to the provisions of 
i 207.19(b) of this chapter (rate of re¬ 
turn); 5 207.19(c)(1) of this chapter 
(the requirement of a deposit. In cases 
Involving the insurance of advances, to 
meet the cost of equipping and renting 
the project subsequent to construction 
and to provide for accruals to meet pay¬ 
ment of taxes, ground rents, mortgage 
insurance premiums, property insurance 
premiums and assessments); 5 207.19(e) 
of this chapter (rents and charges): 
I 207.19(g) of this chapter (mortgagor's 
equity investment); and 5 207.19(h) of 
this chapter (advance amortization). 

(2) In connection with a Private 
Mortgagor—Nonprofit the provisions of 
5 207.19(d) of this chapter (Labor 
standards and prevailing wage require¬ 
ments), may be waived In those cases 
where laborers or mechanics not other¬ 
wise employed at any time on the project 
voluntarily donate their services with¬ 
out full compensation for the purpose of 
lowering construction costs and the 
Commissioner determines that amounts 
thus saved are fully credited to the Pri¬ 
vate Mortgagor—Nonprofit No charge 
shall be made by a Private Mortgagor- 
Nonprofit for accommodations, facilities 
or services offered by the project except 
those charges approved by the Commis¬ 
sioner. 

§ 231.9 Eligible occupant*. 

The mortgagor shall establish that 
preference or priority of opportunity to 


rent the dwelling units covered by the 
mortgage will be given to elderly persons 
and to handicapped persons. 

(231.10 Development of property. 

(a) Commerdat and special facilities. 
The project may include such commer¬ 
cial and special facilities as the Com¬ 
missioner deems adequate to serve the 
occupants of the project. 

(b> Zoning , deed or building restric¬ 
tions. The project when constructed or 
rehabilitated shall not violate any mate¬ 
rial zoning or deed restrictions appli¬ 
cable to the project site, and shall com¬ 
ply with all applicable building and other 
governmental requirements. 

g 231.10a Certificate of co»t require^ 
mentf. 

(a) Prior to Initial endorsement of the 
mortgage for insuranoe, the mortgagor, 
the mortgagee and the Commissioner 
shall enter Into an agreement approved 
by the Commissioner for the purpose of 
precluding any excess of mortgage pro¬ 
ceeds over statutory limitations. Under 
this agreement, the mortgagor shall dis¬ 
close its relationship with the builder. 
Including any collateral agreement, and 
with subcontractors and suppliers. It 
shall also agree: 

(1) To enter Into a construction con¬ 
tract In a form meeting the requirements 
of f 231.10b. 

(2) To execute a certificate of actual 
cost upon completion of all physical Im¬ 
provements on the mortgaged property. 

(3) To apply In reduction of the out¬ 
standing balance of the principal of the 
mortgage any excess of mortgage pro¬ 
ceeds over: 

(1) In the case of a private mort¬ 
gagor—profit, 90 percent of actual cost. 

(ID In the case of a public mortgagor 
and private mortgagor—nonprofit, 100 
percent of actual cost. 

(b) The provisions of paragraph (a) 
of this section relating to disclosure and 
the requirement for a construction con¬ 
tract shall not apply where the mort¬ 
gagor Is the general contractor. 

g 231.10b Form of contract. 

(a) In general. The contract between 
the mortgagor and the general con¬ 
tractor shall be In the form of either a 
lump sum contract or a coet plus con¬ 
tract. The lump sum contract shall pro¬ 
vide for the payment of a specified 
amount. The cost plus contract shall 
provide for the payment of the actual 
cost of construction, not to exceed an 
upset price, and may Include a provision 
for an additional payment to the builder 
of a fee In an amount allowed by the 
Commissioner. 

(b) Lump sum contract. A lump sum 
contract may be used where It is estab¬ 
lished to the satisfaction of the Commis¬ 
sioner that no Identity of Interest exists 
between the mortgagor or -ny of its of¬ 
ficers. directors, stockholders or partners 
and the general contractor, and where 
the mortgage Is executed by a private 
mortgagor—profit or a public mortgagor. 


(c) Cost plus contract. A cost plus 
contract shall be used in each of the 
following Instances: 

(1) Where it Is determined by the 
Commissioner that an Identity of Interest 
exists between the mortgagor or any of 
its officers, directors, stockholders or 
partners and the general contractor. 

(2) Where the mortgage Is executed 
by a private mortgagor—nonprofit, un¬ 
less it Is established to the Commis¬ 
sioner's satisfaction that a cost plus form 
of contract Is not required to protect hU 
Interests and the Interests of the mort¬ 
gagor, In which case a lump sum form of 
contract may be used. 

§231.11 Certificate# of actual co*t. 

(a) Mortgagors certificate ,—(1) Sub¬ 
mission of certificate. The mortgagor's 
certificate of actual cost, in a form pre¬ 
scribed by the Commissioner, shall be 
submitted prior to final endorsement and 
upon completion of the improvements to 
the satisfaction of the Commissioner. 

(2) Items to be included. The certifi¬ 
cate shall show the actual cost to the 
mortgagor of: 

(i) The cost plus construction con¬ 
tract, including the builder's fee actually 
paid and approved by the Commissioner; 
or the lump sum construction contract: 
or the cost of the construction of the 
project, where the mortgagor also acts 
as the general contractor and no con¬ 
struction contract is executed. 

(ID The architect's fee. 

(ill) The offsite public utilities and 
streets not Included in subdivision (i) of 
this subparagraph. 

<lv) The organizational and legal ex¬ 
penses. 

(v) The other items of expense ap¬ 
proved by the Commissioner. 

(3) Items not to be included. The 
certificate shall not include as actual cost 
any kickbacks, rebates, trade discounts, 
or other similar payments to the mort¬ 
gagor or to any of its officers, directors, 
stockholders or partners. Any such pay¬ 
ments shall be deducted from the costs 
determined under subparagraph (2) of 
this paragraph. 

(b> Records. The mortgagor shall 
keep and maintain adequate records of 
all cost of any construction or other cost 
items not representing work under the 
general contract and. In the case of a 
cost plus contract, shall require the 
builder to keep similar records and, upon 
request by the Commissioner, shall make 
available for examination such records 
Including any collateral agreements. 

(c) Certificate of public accountant 
The certificate of actual cost shall be 
verified by an independent Certified Pub¬ 
lic Accountant or Independent public ac¬ 
countant In a manner acceptable to the 
Commissioner. 

§ 231.11a Builder'* and »pon«or** profit 
anil mk allowance. 

(a) In general. The mortgagor's cer¬ 
tificate of actual cost shall include (ex¬ 
cept In a case Involving a nonprofit mort¬ 
gagor) an allowance for builder’s and 
sponsor's profit and risk, the amount of 
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which shall be dependent upon a deter¬ 
mination by the Commissioner as to 
whether or not there exists an identity 
of Interest between the mortgagor or any 
of its officers, directors, stockholders, or 
partners and the general contractor. 

(b) Identity of Interest cases . Where 
an Identity of interest exists, a builder's 
and sponsor's profit and risk allowance 
shall be included in lieu of the builder's 
fee provided for In | 231.11(a) (2) (1). 
This allowance shall be 10 percent of the 
actual cost computed In accordance with 
1231.11(a) excluding the following 
items: 

(1) Any builder's fee actually paid and 
approved by the Commissioner. (This 
fee shall be paid out of the builder's and 
sponsor's profit and risk allowance.) 

(2) The cost of the land or any 
amount paid for a leasehold. 

(3) The value of the land and Im¬ 
provements prior to repair or rehabilita¬ 
tion plus the amount of the mortgage 
proceeds used to refinance any outstand¬ 
ing Indebtedness on the property where 
the mortgage Involves the financing of 
repair or rehabilitation. 

(c) Nonldentity of interest cases. 
Where no identity of Interest exists, a 
sponsor's profit and risk allowance shall 
be included. This allowance shall be 10 
percent of the actual cost computed in 
accordance with ft 231.11(a) excluding 
the following items: 

(1) The amounts paid by the mort¬ 
gagor under the construction contract. 

(2) The cost of the land or any 
amount paid for a leasehold. 

(3) The value of the land and im¬ 
provements prior to repair or rehabili¬ 
tation plus the amount of the mortgage 
proceeds used to refinance any outstand¬ 
ing indebtedness on the property where 
the mortgage Involves the financing of 
repair or rehabilitation. 

(d) Nonapplicability to nonprofit 
mortgagor. The provisions of paragraphs 

(a) through <c) of this section shall not 
be applicable to a project involving a 
nonprofit mortgagor. 

§ 231.11b Contractor's certification. 

(a) Certification by general contract 
tor. Where a cost plus form of contract 
1s used by a cooperative mortgagor or 
where any other type of moitgagor Is 
required by the Commissioner to use 
such contract, the mortgagor shall sub¬ 
mit along with its certificate of actual 
cost a certification of the general con¬ 
tractor, in a form prescribed by the 
Commissioner, as to all actual costs paid 
for labor, materials and subcontract 
work under the general contract exclu¬ 
sive of the builder's fee and any kick- 
backs, rebates, trade discounts, or other 
similar payments to the general con¬ 
tractor. the mortgagor, or any of its 
officers, directors, stockholders or part¬ 
ners. 

(b) Certification by subcontractor. 
Where it is determined by the Commis¬ 
sioner that an identity of interest exists 
between the mortgagor or any of its 
officers, directors, stockholders or part¬ 
ners and any subcontractor, material 
supplier, or equipment lessor, the mort¬ 


gagor may be required by the Commis¬ 
sioner to submit a certification of actual 
cost by such .subcontractor, material 
supplier, or equipment lessor, in a form 
prescribed by the Commissioner, as to 
all actual costs paid for labor, materials, 
subcontracts and overh:ad exclusive of 
any kickbacks, rebates, trade discounts, 
or other slmll .r payments to the general 
contractor, the mortgagor, or any of lij 
officers, directors, stockholders or part¬ 
ners. Where the use of a cost plus form 
of contract is required by the Commis¬ 
sioner. and it is determined by the Com¬ 
missioner that an Identity of Interest 
exists between the general contractor 
and any subcontractor, material sup¬ 
plier. or equipment lessor, the mortgagor 
may be required by the Commissioner to 
submit a certification of actual cost by 
such subcontractor, material supplier, or 
equipment lessor. 

§ 231.12 Private mortgagor— nonprofit; 
prepayment privilege and prepay¬ 
ment charge*. 

In the case of a private mortgagor- 
nonprofit: 

(a) Prepayment in full. The mort¬ 
gage indebtedness may be prepaid in full 
and the Commissioner's controls termi¬ 
nated only upon the condition that the 
Commissioner's prior consent is obtained 
and upon such terms and conditions as 
the Commissioner may prescribe. 

(b) Partial prepayments . With the 
prior w'rlttcn approval of the Commis¬ 
sioner, partial prepayments may be 
made for the purpose of reducing suc¬ 
ceeding monthly payments of the re¬ 
maining balance as recast over the re¬ 
maining portion of the original mort¬ 
gage term. 

(c) Optional provision. The mort¬ 
gage may. if required by the mortgagee, 
contain a provision that, prior to ma¬ 
turity, and with the approval of the 
Commissioner, partial prepayments may 
be made, after thirty days' written notice 
to the mortgagee, on any principal pay¬ 
ment date. If prepayments are made in 
any calendar year In excess of 15 per¬ 
cent of the original face amount of the 
note, a reasonable charge on such excess 
may be allowed as agreed upon between 
the mortgagor and the mortgagee, except 
that no charge may be made where the 
prepayment is made by a guarantor pur¬ 
suant to a guaranty agreement. 

g 231.13 Private mortgagor—profit pre¬ 
payment privilege* and prepayment 
charge*. 

In the cose of a private mortgagor- 
profit: 

(a) Prepayment privilege. The mort¬ 
gage shall contain a provision permitting 
the mortgagor to prepay the mortgage 
in whole or in part upon any interest 
payment date after giving to the mort¬ 
gagee 30 days' notice in writing in ad¬ 
vance of its intention to so prepay. 

(b) Prepayment charge. The mort¬ 
gage may contain a provision for such 
additional charge In the event of pre¬ 
payment of principal as may be agreed 
upon between the mortgagor and mort¬ 
gagee. However, the mortgagor shall 


be permitted to prepay up to 15 percent 
of the original principal amount of the 
mortgage in any one calendar year with¬ 
out any such additional charge. Any 
reduction In the original principal : 
amount of the mortgage resulting from 
the certification of cost requirements of 
this part shall not be construed as a pre¬ 
payment of the mortgage. 

§ 231.1*1 Late charge. 

The mortgage may provide for the 
collection by the mortgagee of a late 
charge, not to exceed 2 cents for each 
dollar of each payment to interest or 
principal more than 15 days in arrears, 
to cover the expense involved in handling 
delinquent payments. Late charges shall 
be separately charged to and collect el 
from the mortgagor and shall not be de¬ 
ducted from any aggregate monthly 
payment. 

Subpart B—Contract Rights and 
Obligations 

§ 231.251 Incorporation by reference, 

(a) Ail of the provisions of Part 207, 
Subpart B of this chapter covering mort¬ 
gages insured under section 207 of the 
National Housing Act apply to mort¬ 
gages Insured under section 231 of such 
Act. 

(b) For the purposes of this subpart 
all references in Part 207 of this chapter 
to section 207 of the Act shall be con¬ 
strued to refer to section 231 of the Act 
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232.352 Definitions. 

Authority : The provisions of this Part 232 
b&ued under sec. 211. 52 Stat. 23. as amended, 
■ec. 232. 73 8tat 663; 12 VAC. 1716b. 1715w. 

Subpart A—Eligibility Requirements 

Definitions 

S 232.1 Definitions. 

As used in this subpart, the following 
terms shall have the meaning Indicated. 

(a) •‘Commissioner" means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representatives. 


(b) “Act" means the National Housing 
Act. as amended. 

(c) “Mortgagee" means the original 
lender under a mortgage, and Its suc¬ 
cessors and assigns, and includes the 
holders of credit Instruments issued 
under a trust Indenture, mortgage or 
deed of trust pursuant to which such 
holders act by and through a trustee 
therein named. The mortgagee shall 
meet the eligibility qualifications and re¬ 
quirements of ft 203.1 to 203.4 and 203.6 
to 203 .9 of this chapter. 

(d) “Mortgagor" means the original 
borrower under a mortgage and its suc¬ 
cessors and assigns. 

(e) “Mortgage" means such & first lien 
upon real estate and other property as 
Is commonly given to secure advances 
on. or the unpaid purchase price of, real 
estate under the laws of the State, dis¬ 
trict or territory In which the real estate 
is located, together with the credit In¬ 
strument or Instruments. If any. secured 
thereby. 

(f) “Insured mortgage’* means a 
mortgage insured by the endorsement 
of the credit instrument by the 
Commissioner. 

(g) “Maturity date" means the date 
on which the mortgage Indebtedness 
would be extinguished If paid In accord¬ 
ance with periodic payments provided 
for In the mortgage. 

<h> “State" Includes the several 
States. Puerto Rico, the District of 
Columbia. Guam, the Trust Territory of 
the Pacific Islands, and the Virgin Is¬ 
lands. 

(I) “Nursing home" means a propri¬ 
etary facility or facility of a private non¬ 
profit corporation or association, licensed 
or regulated by the State (or. If there Is 
no State law providing for such licensing 
and regulation by the State, by the 
municipality or other political subdivi¬ 
sion In which the facility Is located). for 
the accommodation of convalescents or 
other persons who are not acutely ill and 
not In need of hospital care but who 
require skilled nursing care and related 
medical services, in which such nursing 
care and medical services are prescribed 
by. or are performed under the general 
direction of, persons licensed to provide 
such care or services in accordance with 
the laws of the State where the facility 
is located. 

(J) “Project" means a nursing home 
or intermediate care facility or combined 
nursing home and intermediate care 
facility which has been approved by the 
Commissioner under the provisions of 
tills subpart. 

<k> “Intermediate care facility" 
means a proprietary facility or facility 
of a private nonprofit corporation or as¬ 
sociation licensed or regulated by the 
State (or If there Is no State law provid¬ 
ing for such licensing and regulation by 
the State, by the municipality or other 
political subdivision In which the facil¬ 
ity is located) for the accommodation of 
persons who, because of incapacitating 
infirmities, require minimum but con¬ 
tinuous care but are not in need of con¬ 
tinuous medical or nursing services. 


ArrucATion and Certification 
§ 232.3 Application. 

An application for the issuance of 
either a conditional or firm commitment 
for insurance of a mortgage on & proj¬ 
ect shall be submitted by an approved 
mortgagee and by the sponsors of such 
project through the local FHA office on 
an approved FHA form. No application 
shall be considered unless accompanied 
by the exhibits called for by the form. 

§ 232.6 Required certifies tea. 

(a) Certification by State agency. 
Every application for insurance shall be 
accompanied by a certificate executed by 
a State agency for the State In which the 
project is or will be located, designated 
in accordance with section 612(a) (1) of 
the Public Health Service Act. Such 
certificate shall evidence that; 

(1) There is need for the project 

(2) There arc in force In the Slate 
or other political subdivision of the State 
in which the proposed project will be 
located reasonable minimum standards 
of licensure and methods of operation 
for the project. 

(b) Enforcement of State standards 
No mortgage shall be insured under this 
subpart unless the Commissioner has 
been furnished with acceptable assur¬ 
ance from the appropriate State agency 
that the prescribed standards of licen¬ 
sure and operation will be applied and 
enforced with respect to any project for 
which mortgage insurance is provided. 

Fees and Charges 

§232.10 Application for conditional 
commitment. 

An application fee of $1.50 per thou¬ 
sand dollars of the amount of the 
mortgage applied for shall acompany 
the application for a conditional 
commitment. 

§232.11 Application for firm commit¬ 
ment. 

An application for a firm commitment 
shall be accompanied by the payment of 
an application fee of $1.50 per thousand 
dollars of the amount of the mortgage 
applied for. Is such fee has not been pre¬ 
viously submitted. A commitment fee. In 
an amount which, when added to the ap¬ 
plication fee. will aggregate $3 per thou¬ 
sand dollars of the mortgage applied for, 
shall also be submltetd with the applica¬ 
tion for a firm commitment. The pay¬ 
ment of a commitment fee shall not be 
required in connection with an insured 
mortgage involving the sale by the gov¬ 
ernment of housing or property acquired, 
held or constructed pursuant to the 
Atomic Energy Community Act of 1955, 
as provided In 1 207.31(b)(4) of tills 
chapter. 

§ 232.12 Inspection fee. 

The firm commitment may provide for 
the payment of an Inspection fee in an 
amount not to exceed $5 per thousand 
dollars of the commitment. If an inspec¬ 
tion fee is required. It shall be paid as 
follows: 
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(a) If the case Involves the Insurance 
of advances. It shall be paid at the time 
of initial endorsement. 

(b) If the case Involves Insurance 
upon completion, it shall be paid prior 
to the date construction Is begun. 

§ 232.13 Fee* on inrwaw«. 

(a) Increase in firm commitment prior 
to endorsement . An application, filed 
prior to Initial endorsement (or prior to 
endorsement in a case involving? Insur¬ 
ance upon completion), for an increase 
In the amount of an outstanding firm 
commitment shall be accompanied by a 
combined additional application and 
commitment fee. This combined addi¬ 
tional fee shall be in an amount which 
will aggregate $3 per thousand dollars 
of the amount of the requested increase. 
If an inspection fee was required in the 
original commitment, an additional in¬ 
spection fee shall be paid in an amount 
computed at the same dollar rate per 
thousand dollars of the amount of in¬ 
crease In commitment as was used for 
the inspection fee required In the orig¬ 
inal commitment. When insurance of ad¬ 
vances is involved, the additional Inspec¬ 
tion fee shall bo paid at the time of 
initial endorsement. When insurance 
upon completion is involved, the addi¬ 
tional inspection fee shall be paid prior 
to the date construction is begun or if 
construction has begun, it shall be paid 
with the application for increase. 

(b) Increase in mortgage between ini- 
tial and final endorsement. Upon an ap¬ 
plication. filed between initial and final 
endorsement, for an increase In the 
amount of the mortgage, either by 
amendment or by substitution of a new 
mortgage, a combined additional appli¬ 
cation and commitment fee shall accom¬ 
pany the application. This combined 
additional fee shall be in an amount 
which will aggregate $3 per thousand 
dollars of the amount of the increase re¬ 
quested. If an inspection fee was required 
in the original commitment, an addi¬ 
tional inspection fee shall accompany 
the application in an amount not to ex¬ 
ceed $5 per thousand dollars of the 
amount of the increase requested. 

(c) Loan to cover operating losses. In 
connection with a loan to cover operating 
losses occurring during the first 2 years 
following completion of the project, a 
combined appllcatkm and commitment 
fee of $3 per thousand dollars of the 
amount of the loan aplied for shall be 
submitted with the application for the 
commitment. No inspection fee shall be 
required. 

<d> Reopening of expired commit¬ 
ments. An expired conditional or firm 
commitment may be reopened if a re¬ 
quest for reopening is received by the 
Commissioner within 90 days of the ex¬ 
piration of the commitment. The reopen¬ 
ing request shall be accompanied by a 
fee of 50 cents per thousand dollars of 
the amount of the expired commitment. 
If the reopening request is not received 
by the Commissioner within the required 
90-day period, a new application, accom¬ 
panied by the required application and 
commitment fee, must be submitted. 
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8 232.13a Transfer fee. 

Upon application for approval of a 
transfer of physical assets or the substi¬ 
tution of mortgagors, a transfer fee of 
50 cents per thousand dollars shall be 
paid on the original face amount of the 
mortgage in all cases, except that a 
transfer fee shall not be paid where both 
parties to the transfer transaction are 
nonprofit organizations. 

§ 232.1 1 Refund of fee*. 

If the amount of the commitment is¬ 
sued or increase In mortgage granted is 
less than the amount applied for, the 
Commissioner shall refund the excess 
amount of the application and commit¬ 
ment fees submitted by the applicant. If 
an application is rejected before it Is 
assigned for processing, or in such other 
Instances as the Commissioner may de¬ 
termine, the entire application and com¬ 
mitment fees or any portion thereof may 
be returned to the applicant. Commit¬ 
ment, inspection and reopening fees may 
be refunded, in whole or in part, if it Is 
determined by the Commlsioncr that 
there is a lack of need for the housing or 
that the construction or financing of the 
project has been prevented because of 
condemnation proccdings or other legal 
action taken by a governmental body or 
public agency, or in such other instances 
as the Commissioner may determine. A 
transfer fee may be refunded only in 
such Instances as the Commissioner may 
determine. 

g 232.15 Maximum fees and charges by 
mortgagee. 

The mortgagee may collect from the 
mortgagor the amount of the fees pro¬ 
vided for In this subpart. The mort¬ 
gagee may also collect from the mort¬ 
gagor an initial service charge in an 
amount not to exceed 2 percent of the 
original principal amount of the mort¬ 
gage, to reimburse the mortgagee for the 
cost of closing the transaction. Any 
additional charges or fees collected from 
the mortgagor shall be subject to prior 
approval of the Commissioner. 

Eligible Mortgagors 
§ 232.20 Eligible mortgagors. 

All mortgagors shall be approved by 
the Commissioner and shall possess the 
legal powers necessary and incidental to 
operating the project, unless a mortgagor 
leases the property or project to a quali¬ 
fied operator, in which case the lessee 
shall be approved by the Co mmi ssioner 
and shall possess the legal powers neces¬ 
sary and incidental to operating the 
project. 

Eligible Mortgages 
§ 232.25 Mortgage forms. 

(a) Approval of forms. The mortgage 
shall be executed upon a form approved 
by the Commissioner for use in the Juris¬ 
diction where the project is located. 

(b) Changes tn form. No changes in 
the approved form shall be made without 
the prior written approval of the 
Commissioner. 


§ 232.25a Eligibility of property. 

A mortgage to be eligible for insurance 
shall be on real estate held: 

(a) In fee simple; or 

tb> On the interest of the lessee under 
a lease for not less than ninety-nine 
years which is renewable: or 

(c) Under a lease having a period of 
not less than fifty-five years to run from 
the date the mortgage is executed. 

§ 232.26 Mortgage lien. 

The mortgagor shall certify at the 
final endorsement of the mortgage for 
insurance as to each of the following: 

(a) That the mortgage is a first lien 
upon and covers the entire project, in¬ 
cluding the equipment financed with 
mortgage proceeds. 

(b) That the property upon which the 
improvements have been made or con¬ 
structed, and the equipment financed 
with mortagage proceeds, are free and 
clear of all liens other than the insured 
mortgage and such other liens as may 
be approved by the Commissioner. 

(c) That the certificate sets forth nU 
unpaid obligations In connection with 
the mortgage transaction, the purchase 
of the mortgaged property, the construc¬ 
tion or rehabilitation of the project or 
the purchase of the equipment financed 
with mortgage proceeds. 

8 232.27 Maximum mortgage maturity. 

The mortgage shall have a maturity 
not to exceed 20 years from the begin¬ 
ning of amortization and shall contain 
amortization or sinking-fund provision 
satisfactory to the Commissioner. 

§ 23228 Payment requirement*. 

(a) Method of payment. The mort¬ 
gage shall provide for payments on the 
first day of each month on account of 
interest and principal in accordance with 
an amortization plan as agreed upon by 
the mortgagor, the mortgagee and the 
Commissioner. 

(b) Date of first payment to principal 
The Commissioner shall estimate the 
date of the first payment to principal ,-to 
that the lapse of time between comple¬ 
tion of the project and commencement 
of amortlzaton will not be longer than 
necessary to obtain a sustaining level of 
operation. 

§ 232.29 Maximum inlcrc*l rate. 

(a) The mortgage shall bear interest 
at the rate agreed upon by the mortgage? 
and the mortgagor, which rate shall not 
exceed 7 percent, except that where a 
letter inviting submission of an applica¬ 
tion for commitment was issued by the 
Secretary before February 18. 1971, or 
an application for commitment was re¬ 
ceived by the Secretary before Febru¬ 
ary 18. 1971, the mortgage may bear in¬ 
terest at the maximum rate in effect at 
the time of issuance of the letter or re¬ 
ceipt of the application. 

(b) Interest shall be payable In 
monthly Installments on the principal 
amount of the mortgage outstanding on 
the due date of each installment. 
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§ 232.30 Maximum mortgage amount*. 

The mortgage shall Involve a principal 
obligation not In excess of the lesser of 
the following: 

(a) Dollar amount limitation . 
$12,500,000: or 

(b) Loan-to-value limitation. 90 per¬ 
cent of the Commissioner's estimate of 
the value of the property or project. In¬ 
cluding equipment to be used In Its oper¬ 
ation* when the proposed Improvements 
are completed and the equipment is 
Installed. 

§ 232.31 Incrctid mortgage amount*. 

If the Commissioner finds that because 
of high costs In Alaska, Guam, or Hawaii 
it Is not feasible to construct a project 
without the sacrifice of sound standards 
of construction, design, and livability 
within the limitations of maximum 
mortgage amounts provided In this part, 
the principal obligation of mortgages 
may be Increased In such amounts as 
may be necessary to compensate for such 
costs, but not to exceed in any event the 
maximum. Including high cost area In¬ 
creases, If any. otherwise applicable by 
more than one-half thereof. 

S 232.31* Loan* to cover two year oper¬ 
ating loM. 

<a> Operating loss determination. 
When the Commissioner determines that 
an operating loss has occurred during 
the first 2 years following completion 
of the project, he may. in his discretion, 
accept for insurance under this part, a 
loan to cover such loss. For the pur¬ 
poses of this section, an operating loss 
shall occur when the Commissioner de¬ 
termines that the total of the taxes. In¬ 
terest on the mortgage debt, mortgage in¬ 
surance premiums, hazard Insurance 
premiums, and the expense of mainte¬ 
nance and operation of the project (ex¬ 
cluding depreciation) exceeds the proj¬ 
ect income. 

<b) Security instrument. The loan 
shall be secured by an Instrument in a 
form approved by the Commissioner for 
use in the Jurisdiction in which the proj¬ 
ect is located. 

(c) Maximum interest rate. The loan 
may bear interest at such rate as may be 
agreed upon by the mortgagee and the 
mortgagor, but in no case shall such rate 
exceed the rate In effect under $ 232.29 
on the date the commitment Is Issued. 
Interest shall be payable In monthly In¬ 
stallments on the principal then out¬ 
standing. 

(d) Maturity. The loan shall be lim¬ 
ited to a term not exceeding the unex¬ 
pired term of the original mortgage. 

S 232.32 Adjusted mortgage amount—- 
rehabilitation projects. 

In addition to the limitations of 
I 237.30, a mortgage having a principal 
amount computed In compliance with 
the applicable provisions of this subpart, 
and which Involves a project to be re¬ 
paired or rehabilitated, shall be subject 
to the following additional limitations: 

(a) Property held in fee. If the mort¬ 
gagor is the fee simple owner of the proj¬ 
ect, the maximum mortgage amount 
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shall not exceed 100 percent of the Com¬ 
missioner's estimate of the cost of the 
proposed repairs or rehabilitation; or 

(b) Property subject to existing mort¬ 
gage. It the mortgagor owns the project 
subject to an outstanding Indebtedness, 
which Is to be refinanced with port of 
the insured mortgage, the maximum 
mortgage amount shall not exceed: (1) 
The Commissioner's estimate of the cost 
of the repair or rehabilitation; plus (2) 
such portion of the outstanding indebt¬ 
edness as does not exceed 90 percent of 
the Commissioner's estimate of the fair 
market value of such land and Improve¬ 
ments prior to the repair or rehabilita¬ 
tion; or 

(c) Property to be acquired. If the 
project is to be acquired by the mortga¬ 
gor and the purchase price is to be 
financed with a part of the Insured 
mortgage, the maximum mortgage 
amount shall not exceed 90 percent of: 

(1) The Commissioner's estimate of the 
coat of the repair or rehabilitation, and 

(2) the actual purchase price of the land 
and improvements, but not In excess of 
the Commissioner's estimate of the fair 
market value of such land and improve¬ 
ments prior to the repair or rehabilita¬ 
tion. 

§ 232.33 Reduced mortgage amount— 

|r*t»t*ltold*. 

In the event the mortgage is on a 
leasehold estate ratlier than on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage is based is the value or replace¬ 
ment cost of the property in fee simple 
reduced by an amount equal to the 
capitalized value of the ground rent. 

§ 232.3 S Certificate of nondiscrimina¬ 
tion by mortgagor. 

The mortgagor shall certify to the 
Commissioner as to each of the following 
points: 

(a) That neither it, nor anyone au¬ 
thorized to act for it, will refuse to sell 
or rent, after the making of a bona fide 
offer, or refuse to negotiate lor the sale 
or rental of, or otherwise make unavail¬ 
able or deny the property covered by the 
mortgage to any person because of race, 
color, religion, or national origin. 

(b) That any restrictive covenant on 
such property relating to race, color, 
religion, or national origin Is recognized 
as being illegal and void and is hereby 
specifically disclaimed. 

(c) That civil action for preventative 
relief may be brought by the Attorney 
General in any appropriate U.S. District 
Court against any person responsible for 
a violation of this certification. 

§ 232.33 Accumulation of next pre¬ 
mium. 

(a) The mortgage shall provide for 
payments by the mortgagor to the 
mortgagee on each Interest payment 
date of an amount sufficient to ac¬ 
cumulate In the hands of the mortgagee 
one payment period prior to Its due 
date, the next annual mortgage insur¬ 
ance premium payable by the mortgagee 
to the Commissioner. Such payments 
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shall continue only so long as the con¬ 
tract of Insurance shall remain In effect. 

<b) The mortgage shall provide for 
such equal monthly payments by the 
mortgagor to the mortgagee as will 
amortize the ground rents. Lf any, and 
the estimated amount of all taxes, water 
rates and special assessments, if any, and 
fire and other hazard Insurance pre¬ 
miums. within a period ending one 
month prior to the dates on which the 
same become delinquent. The mortgage 
shall further provide that such payments 
shall be held by the mortgagee, for the 
purpose of paying such ground rents, 
taxes, water rates and assessments, and 
Insurance premiums, before the same be¬ 
come delinquent. The mortgage must 
also make provision for adjustments. In 
case the estimated amount of such taxes, 
water rates and assessments, and Insur¬ 
ance premiums shall prove to be more, 
or less, than the actual amount thereof 
so paid by the mortgagor. 

g 232.36 Application of payment*. 

(a) The mortgage shall provide that 
all monthly payments to be made by the 
mortgagor to the mortgagee shall be 
added together and the aggregate 
amount thereof shall be paid by the 
mortgagor upon each monthly payment 
date In a single payment. The mortga¬ 
gee shall apply the same to the following 
items In the order set forth: 

(1) Premium charges under the con¬ 
tract of Insurance; 

(2) Ground rents, taxes, special as¬ 
sessments and fire and other hazard In¬ 
surance premiums: 

(3) Interest on the mortgage: 

(4) Amortization of the principal of 
the mortgage. 

Cb> Any deficiency In the amount of 
any such aggregate monthly payment 
shall constitute an event of default. The 
mortgage shall further provide for a 
grace period of 30 days, within which 
time the default must be made good. 

8 232.37 Prepayment privilege and pre¬ 
payment charge*. 

(a) Proprietary facilities. In the case 
of a mortgagor operating a proprietary 
facility, the following provisions shall be 
applicable: 

(1) Prepayment privilege. The mort¬ 
gage shall contain a provision permitting 
the mortgagor to prepay the mortgage 
In whole or In part upon any Interest 
payment date after giving to the mort¬ 
gagee 30 days' notice in writing in ad¬ 
vance of its intention to so prepay. 

(2) Prepayment charge. The mort¬ 
gage may oontain a provision for such 
additional charge in the event of pre¬ 
payment of principal as may be agreed 
upon between the mortgagor and the 
mortgagee. The mortgagor shall be per¬ 
mitted to prepay up to 15 percent of the 
original principal amount of the mort¬ 
gage in any 1 calendar year without any 
such additional charge. Any reduction In 
the original principal amount of the 
mortgage resulting from the certification 
of cost requirements of this part shall 
not be construed as a prepayment of the 
mortgage. 
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<b) Nonprofit facility. In the case of 
a facility operated by a nonprofit corpo¬ 
ration or association, the following pro¬ 
visions shall be applicable: 

Cl) Prepayment in full. The mortgage 
Indebtedness may be prepaid In full and 
the Commissioner’s controls terminated 
only upon the condition that the Com¬ 
missioner's prior consent in obtained as 
he may prescribe. 

(2) Partial prepayments. With the 
prior written approval of the Commis¬ 
sioner. partial prepayments may be made 
for the purpose of reducing succeeding 
monthly payments of the remaining bal¬ 
ance as recast over the remaining por¬ 
tion of the original mortgage term. 

(3) Optional provision. The mortgage 
may. If required by the mortgagee, con¬ 
tain a provision that prior to maturity 
and with the approval of the Commis¬ 
sioner partial prepayments may be made 
after 30 days’ written notice to the mort¬ 
gagee on any principal payment date. If 
prepayments are made In any calendar 
year In excess of 15 percent of the orig¬ 
inal face amount of the note, a reason¬ 
able charge on such excess may be 
allowed as agreed upon between the 
mortgagor and the mortgagee. 

§ 232.38 \j%\c charge. 

The mortgage may provide for the col¬ 
lection by the mortgagee of a late charge, 
not to exceed 2 cents for each dollar of 
each payment to interest or principal 
more than 15 days In arrears, to cover 
the expense Involved in handling de¬ 
linquent payments. Late charges shall 
be separately charged to and collected 
from the mortgagor and shall not be de¬ 
ducted from any aggregate monthly 
payment. 

g 232.39 Gon*truction utandardi—mini- 
mu in number of beds* 

The project shall conform to standards 
satisfactory to the Commissioner and 
consist of not less than 20 beds after 
completion of the construction or re¬ 
habilitation. 

g 232.40 Zoning, deed or building re¬ 
striction*. 

The project when constructed or re¬ 
habilitated shall not violate Any material 
zoning or deed restrictions applicable to 
the project site, and shall comply with 
all applicable building and other govern¬ 
mental regulations. 

§232.41 Eligibility of miscellaneous 
type mortgages. 

A mortgage meeting the requirements 
of ! 207.31 of this chapter, as well as the 
requirements of this subpart, shall be 
eligible for insurance under this subpart. 

g 232.41a Eligibility of mortgages cover¬ 
ing housing in certain neighbor- 
hoods. 

(g) A mortgage financing the repair, 
rehabilitation, or construction of prop¬ 
erty located in an older declining urban 
area shall be eligible for insurance under 
this subpart subject to compliance with 
the additional requirements of this 
section. 
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(b) The mortgage shall meet all of the 
requirements of this subpart, except such 
requirements (other than those relating 
to labor standards and prevailing wages) 
as are Judged to be not applicable on the 
basis of the following determinations to 
be made by the Commissioner: 

(1) That the conditions of the area in 
which tlie property is located prevent the 
application of certain eligibility require¬ 
ments of this subpart. 

(2) That the area is reasonably viable, 
and there is a need In the area for an 
adequate nursing home or intermediate 
care facility for persons of low and 
moderate income. 

(3) That under all of the special sur¬ 
rounding circumstances, the mortgage 
to be insured Is an acceptable risk. 

(c) Mortgages complying with the re¬ 
quirements of this section shall be In¬ 
sured under tills subpart pursuant to sec¬ 
tion 223(e) of the National Housing Act 
Such mortgages shall be Insured under 
and be the obligation of the 8pccJal Risk 
Insurance Fund. 

g 232.42 Eligibility of refinanced mort¬ 

gage. 

A mortgage meeting the requirements 
of S 207.32 of this chapter, as well as 
the requirements of this subpart, shall 
be eligible for insurance under this 
subpart 

g 232.43 Iftftuanrr of boncU i ecu red by 
truat indenture. 

In the event that bonds or other obli¬ 
gations are to be Issued as a part of the 
Insured mortgage transaction, the form 
of bonds and the form of trust Indenture 
shall be subject to the approval of the 
Commissioner, and shall be subject to 
the following conditions: 

(a) The Trustee named in such trust 
Indenture shall be a banking institution 
or trust company (authorized to act in a 
fiduciary capacity and which Is a mort¬ 
gagee approved by the Commissioner); 
and 

(b) The Trustee shall be the holder 
of record of the insured mortgage (rep¬ 
resented by the trust Indenture) and 
shall be authorized to act on behalf of the 
holders of such bonds or other obliga¬ 
tions In all matters concerning the mort¬ 
gage Insurance contract; and 

(c) The holders of the bonds shall look 
solely to the Trustee for the benefits of 
the contract of mortgage Insurance and 
the trust indenture shall expressly au¬ 
thorize the Commissioner to make pay¬ 
ment of any claim under such contract 
to the Trustee, without liability or ac¬ 
countability to the bondholders to see 
to the application of the mortgage Insur¬ 
ance contract benefits; and 

(d) The bonds or other obligations 
shall be issued only to holders meeting 
the following qualifications: 

(1) A mortgage approved by the 
Commissioner; 

(2) A pension or retirement fund or 
a profit-sharing plan maintained and ad¬ 
ministered by a corporation or by a gov¬ 
ernmental agency or by a trustee or 
trustees, which has lawful authority to 


acquire the bonds or other obligations 
or 

(3) A charitable or nonprofit organi¬ 
zation. 

Supervision or Mortgaco&s 
g 232.45 Supervision by Commlaaiom r. 

The Commissioner may regulate and 
restrict the mortgagor as long as the 
Commissioner is the insurer, holder or 
re-insurer of the mortgage. Such regu¬ 
lation or restriction may be in the form 
of & regulatory agreement, corporate 
charter or such other means as the Com¬ 
missioner approves. 

Commitment 

§ 232.50 Commitment to iniurr. 

(a) Conditions of commitment. Upon 
approval of an application for Insurance, 
a commitment shall be Issued by the 
Commissioner setting forth the tenr^ 
and conditions upon which the mortgage 
will be Insured. 

(b) Insurance of advances or upon 
completion . The commitment may pro¬ 
vide for the insurance of advances of 
mortgage money made during construc¬ 
tion or may provide for Insurance of the 
mortgage after completion of the im¬ 
provements. 

(c) Term of commitment . (1) If the 
commitment fee Is paid as required, a 
commitment shall have a term which 
Is determined as follows: 

(1) A commitment to insure advance* 
shall be effective for a period of not more 
than 180 days from the date of issuance 

(li) A commitment to Insure upon 
completion shall be effective for a des¬ 
ignated term within which the mort¬ 
gagor Is required to begin construction, 
and if construction Is begun as required, 
the commitment shall be effective for 
such additional period, estimated by the 
Commissioner, as will allow for comple¬ 
tion of construction. 

(2) The term of a commitment may 
be extended In such manner as the Com¬ 
missioner may, from time to time, pre¬ 
scribe. 

(3) If the payment of a commitment 
fee is not received by the Commissioner 
within 30 days after the date of Issuance 
of a commitment, the commitment shall 
expire on the 30th day. 

<d) Reopening of expired commit¬ 
ments. An expired commitment may be 
reopened if a request for reopening is 
received by the Commissioner within 90 
days of the expiration of the commit¬ 
ment. The reopening request shall be 
accompanied by a fee of 50 cents per 
thousand dollars of the amount of the 
expired commitment. A commitment 
which has expired because of failure to 
pay the commitment fee may be re¬ 
opened only upon payment of the com¬ 
mitment fee and the reopening fee If 
the reopening request Is not received by 
the Commissioner within the required 
90-day period, a new application, accom¬ 
panied by an application fee. must be 
submitted. If a commitment for an In¬ 
creased amount has expired because of 
failure to pay an additional commitment 
fee based on the amount of the increase. 


FEDERAL REGISTER. VOl. 36. NO. 246—WEDNESDAY, DECEMBER 22, 197t 








the reopening fee shall be computed on 
the basis of the amount of the commit¬ 
ment increase rather than on the amount 
of the original commitment. 

Insurance or Advances 
§ 232.53 Building loan agreement. 

Prior to the initial endorsement of the 
mortgage for Insurance, the mortgagor 
and the mortgagee shall execute a build¬ 
ing loan agreement, approved by the 
Commissioner, setting forth the terms 
and conditions under which progress 
payments may be advanced during con¬ 
struction. To be covered by mortgage 
Insurance, each progress payment shall 
be approved by the Commissioner. 

§ 2.32.56 Assurance of C'omplc'tion. 

(a) The mortgagor shall furnish as¬ 
surance of completion of the project, in 
the form of a personal Indemnity agree¬ 
ment. a surety company bond or bonds, 
a cash escrow deposit, a letter of credit, 
or an agreement controlling the disburse¬ 
ment of construction funds coupled with 
a guaranty of performance of the con¬ 
struction contract, as required by the 
Commissioner. The personal Indemnity 
agreement and the bonds shall be on 
forms approved by the Commissioner. 
The surety company executing a bond 
must be satisfactory to the Commis¬ 
sioner. Where a cs«h escrow deposit 
is used, it shall be established under 
an agreement with the mortgagee or 
with a depository satisfactory to the 
mortgagee and the Commissioner and 
shall involve cash, or securities of. or 
fully guaranteed as to principal and In¬ 
terest by. the United States of America. 
Where an agreement controlling the dis¬ 
bursement of construction funds coupled 
with a guaranty of performance of the 
construction contract is used, the agree¬ 
ment shall contain terms satisfactory to 
the Commissioner. The types of assur¬ 
ance to be furnished are as follows: 

(1) Where the estimated cost of con¬ 
struction or rehabilitation is $500,000 or 
less, assurance will be accepted In the 
form of a personal Indemnity agreement 
executed by the principal officers, direc¬ 
tors. stockholders, or partners or individ¬ 
uals operating as the general contractor. 

(2) Where the estimated cost of con¬ 
struction or rehabilitation is more than 
$500,000 or where such cost Is less than 
$500,000 and a personal Indemnity agree¬ 
ment is not executed, assurance shall be 
by a surety company bond or bonds, a 
cash escrow deposit, a letter of credit, or 
an agreement controlling the disburse¬ 
ment of construction contract, the 
- mount of which shall be prescribed by 
the Commissioner. 

<b) The mortgagee may accept. In lieu 
of a cash deposit required by paragraph 
(a) of this section, an unconditional Ir¬ 
revocable letter of credit issued to the 
mortgagee by a banking institution. In 
the event a demand under the letter of 
credit Is not immediately met, the mort¬ 
gagee shall forthwith provide cash 
equivalent to the undrawn balance there¬ 
under. 
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Special Requirements 

§ 232.60 Emtow for off tile ntilitir* and 
streets* 

(a) The Commissioner shall require 
assurance of completion of offsite public 
utilities and streets in all cases, except 
where a municipality or other public 
body has by agreement (acceptable to 
the Commissioner) agreed to install such 
utilities and streets without cost to the 
mortgagor. Where such assurance Is re¬ 
quired. it shall be cither in the form of 
a cash escrow deposit or the retention 
of a specified amount of mortgage pro¬ 
ceeds by the mortgagee. If a cosh escrow 
is used, it shall be deposited with the 
mortgagee or with an acceptable trustee 
or escrow agent designated by the mort¬ 
gagee. If mortgage proceeds are used, the 
mortgagee shall retain under terms ap¬ 
proved by the Commissioner, rather than 
disburse at the initial closing of the mort¬ 
gage, a portion of the mortgage proceeds 
allocated to land In the project analysis. 
As additional assurance, the Commis¬ 
sioner may also require a surety com¬ 
pany bond or bonds. 

(b) The mortgagee may accept, in lieu 
of a cash deposit required by paragraph 
(a) of this section, an unconditional ir¬ 
revocable letter of credit Issued to the 
mortgagee by a banking Institution. In 
the event a demand under the letter of 
credit is not immediately met, the mort¬ 
gagee shall forthwith provide cash equiv¬ 
alent to the undrawn balance thereunder 

§ 232.61 Equity requirement*. 

(a) Funds and finances—in general. 
The mortgagor shall establish to the 
Commissioner’s satisfaction that, in ad¬ 
dition to the proceeds of the Insured 
mortgage, the mortgagor has adequate 
funds to meet the expenses of the project 
(including the cost of equipment and 
supplies not to be purchased with mort¬ 
gage proceeds) for such period as the 
Commissioner estimates as necessary to 
establish a sustaining level of operation. 

(b) Funds and finances—insured ad - 
vances. If the commitment provides for 
Insurance of advances during construc¬ 
tion. in addition to meeting the require¬ 
ments of paragraph (a) of this section, 
the mortgagor shall meet the following 
requirements: 

(1) Where the mortgagor is other than 
a private nonprofit corporation or asso¬ 
ciation. it shall deposit with the mort¬ 
gagee prior to initial endorsement, an 
amount determined by the Commissioner 
to be sufficient to meet, during the course 
of construction, the payments to accruals 
required by the terms of the mortgage, 
for taxes, mortgage insurance premiums, 
hazard Insurance premiums and assess¬ 
ments required by the terms of the 
mortgage. 

(2) Prior to Initial endorsement, the 
mortgagor shall deposit with the mort¬ 
gagee cash deemed by the Commissioner 
to be sufficient, when added to the pro¬ 
ceeds of the Insured mortgage, to assure 
completion of the project and to pay 
the initial service charge, the carrying 
charges, and the legal and organization 
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expenses incident to the creation of the 
project. Such funds shall be held by 
the mortgagee under an appropriate 
agreement approved by the Commis¬ 
sioner which will require all such funds 
to be disbursed for work and material 
on the physical improvements, and for 
other charges and expenses to be paid 
when due, prior to the advance of any 
mortgage money. 

(3) All fees and charges to be paid 
by the mortgagor In connection with 
financing which are in excess of the 
initial service charge and which have 
been approved by the Commissioner, 
shall be deposited with the mortgagee In 
cash, prior to initial endorsement, un¬ 
less other arrangements acceptable to 
the Commissioner are made, 

(c) Deposit and use of funds. Unless 
other arrangements acceptable to the 
Commissioner are made, the funds re¬ 
ferred to in paragraphs (a) and (b) of 
tiiis section shall be deposited with and 
held by the mortgagee in a special ac¬ 
count or by an acceptable depository 
designated by the mortgagee under an 
appropriate agreement approved by the 
Commissioner. 

(d) Letter of credit. The mortgagee 
may accept, in lieu of a cash deposit 
required by paragraphs (a), (b)(1) and 
(b)(3), an unconditional irrevocable 
letter of credit issued to the mortgagee 
by a banking institution. In the event 
a demand under the letter of credit is 
not Immediately met, the mortgagee 
shall forthwith provide cash equivalent 
to the undrawn balance thereunder. 

g 232.62 Advance nmortiration require¬ 
ment*. 

(a) If prior to the beginning of amort¬ 
ization net income, as defined by the 
Commissioner, is received as a result of 
the operation of the project, such net 
income, to the extent determined by 
the Commissioner, shall be applied in 
one or more of the following ways: 

(1) To advance amortization. 

(2) To offset the cost of approved 
capital improvements. 

(3) To be deposited in the reserve 
fund for replacement and to be held as 
a reserve In addition to the monthly 
deposits required by the regulatory 
agreement. In addition to being appli¬ 
cable to commitments Issued on or after 
December 3, 1963, the provisions of this 
subparagraph shall be applicable to com¬ 
mitments outstanding on such date 
where the mortgage has not received 
final endorsement. 

(b) The provisions of paragraph (a) 
of this section shall not be applicable to 
a mortgagor that is a private nonprofit 
corporation or association. 

Prevailing Wags Requirements 
§ 232.70 Labor atamlnrci*. 

Any contract, subcontract, or building 
loan agreement executed for the per¬ 
formance of construction of the project 
shall comply with all applicable stand¬ 
ards and provisions of the regulations of 
the Secretary of Labor issued May 9. 
1951, 29 CFR 5.1-5.12 (16 F.R. 4430). 
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§ 232.71 Ineligible contractor*. 

No construction contract shall be en¬ 
tered into with a general contractor or 
any subcontractor if such contractor or 
any subcontractor or any firm, corpora¬ 
tion. partnership or association in which 
such contractor or subcontractor has a 
substantial Interest is included on the 
ineligible list of contractors or subcon¬ 
tractors established by the Commissioner 
or by the Comptroller General pursuant 
to the Regulations of the Secretary of 
Labor (29 CFR 5.6(b)). 

§ 232.72 Ineligible advance*. 

Unless approved by the Commissioner, 
no advance under the mortgage shall be 
eligible for Insurance after notification 
from the Commissioner that the gen¬ 
eral contractor or any subcontractor or 
any firm, corporation, partnership or as¬ 
sociation in which such contractor or 
subcontractor has a substantial Interest 
was, on the date the contract or subcon¬ 
tract was executed on the ineligible list, 
established by the Commissioner or by 
the Comptroller General pursuant to the 
provisions of the Re gulat ions of the Sec¬ 
retary of Labor (29 CFR 5.6(b)). 

§ 232.73 Wage certificate. 

No advance under the mortgage shall 
be eligible for Insurance unless there is 
filed with the application for such ad¬ 
vance a certificate as required by the 
Commissioner, certifying that the la¬ 
borers and mechanics employed in the 
construction of the project involved have 
been paid not less than the wages pre¬ 
vailing in the locality in which the work 
was performed for the corresponding 
classes of laborers and mechanics em¬ 
ployed on construction of a similar char¬ 
acter. as determined by the Secretary 
of Labor prior to the beginning of con¬ 
struction and after the date of filing 
of the application for Insurance. 

g 232.74 DUcri ruination prohibited. 

Any contract or subcontract executed 
for the performance of construction of 
the project shall contain a provision that 
there shall be no discrimination against 
any employee, or applicant for employ¬ 
ment because of race, color, creed, or na¬ 
tional origin. Where the mortgagor is 
the general contractor, the building loan 
agreement shall contain the above pro¬ 
visions. 

Cost Certification Requirements 

g 232.80 Certification of eo*t require¬ 
ments. 

(a) Prior to initial endorsement of 
the mortgage for Insurance, the mort¬ 
gagor, the mortgagee and the Commis¬ 
sioner shall enter into an agreement 
approved by the Commissioner for the 
purpose of precluding any excess of 
mortgage proceeds over 90 percent of the 
actual cost of the project. Under this 
agreement the mortgagor shall agree to: 

(1) Disclose its relationship with the 
builder, Including any collateral agree¬ 
ment. and with subcontractors and sup¬ 
pliers: 
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(2) Enter Into a construction contract 
in a form meeting the requirements of 
S 232.81; 

(3) Execute a certificate of actual 
costs upon completion of the improve¬ 
ments; and 

(4) Apply any excess of mortgage 
proceeds over 90 percent of the actual 
cost to reduction of the outstanding 
balance of the principal of the mortgage. 

(b) The provisions of paragraphs (a) 
(1) and (2) of this section shall not 
apply where the mortgagor is the general 
contractor. 

§ 232.81 Form of contract. 

(a) In general. The contract between 
the mortgagor and the general con¬ 
tractor shall be In the form of either a 
lump sum contract or a cost plus con¬ 
tract. The lump sum contract shall 
provide for the payment of a specified 
amount. The cost plus contract shall 
provide for the payment of the actual 
cost of construction, not to exceed an 
upset price, and may include a provision 
for an additional payment to the builder 
of a fee In an amount allowed by the 
Commissioner. 

(b) Lump sum contract. A lump sum 
contract may be used where it is estab¬ 
lished to the satisfaction of the Com¬ 
missioner that no identity of interest 
exists between the mortgagor or any of 
its officers, directors, stockholders or 
partners and the general contractor, and 
where the mortgage is executed by a 
mortgagor established to operate a pro¬ 
prietary project. 

(c) Cost plus contract . A cost plus 
contract shall be used In each of the 
following Instances: 

(1) Where it is determined by the 
Commissioner that an Identity of Inter¬ 
est exists between the mortgagor or any 
of its officers, directors, stockholders or 
partners and the general contractor. 

(2) Where the mortgage is executed 
by a mortgagor established to operate 
a private nonprofit project, unless it is 
established to the Commissioner's satis¬ 
faction that a cost plus form of contract 
Is not required to protect his Interests 
and the Interests of the mortgagor, In 
which case a lump sum form of contract 
may be used. 

<d> // ill-Burton projects. Where the 
mortgagor is to receive a Hill-Burton 
grant in connection with the develop¬ 
ment of the project, a lump sum con¬ 
tract may be used regardless of whether 
a cost plus form of contract would other¬ 
wise be required by the provisions of 
paragraph (c) of this section. 

g 232.82 Certificate a* to subcontract*. 

If the Commissioner determines that 
the mortgagor, its officers, directors or 
stockholders have any interest, financial 
or otherwise, in any subcontractor or 
material supplier, the mortgagor shall 
certify in form prescribed by the Com¬ 
missioner prior to final endorsement of 
the mortgage for Insurance that the 
amounts paid to such subcontractor or 
material supplier were not more than 
the rate prevailing in the locality for 
similar type labor and materials. 


g 232.83 Lump sum contract—certifies 
lion of actual coat. 

The mortgagor's certificate of actual 
coat, in a form prescribed by the Com* 
mlssioner. shall be submitted upon com* 
pletion of the physical Improvements to 
the satisfaction of the Commissioner and 
prior to final endorsement. The certifi¬ 
cate shall show the actual cost to the 
mortgagor, after deduction of any kick- 
backs, rebates, trade discounts, or other 
similar payments to the mortgagor, or to 
any of its officers, directors, stockholders, 
or partners, of: 

(a) The construction contract, where 
the mortgagor and the general contrac¬ 
tor are separate entities, or the construc¬ 
tion of the project where the mortgagor 
is the general contractor and there is no 
such contract. In the case of a lump 
sum contract, the amount shown In the 
certificate shall Include all payments 
under the contract; 

(b) Architects fee; 

(c) Off-site public utilities and streets 
not included in the general contract; 

(d) Organizational and legal work; 
and 

(e) Other Items of expense approved 
by the Commissioner. 

§ 232.8-1 Fixed fee contract—additional 
certification. 

When the work has been completed 
under a fixed fee contract or by a mort¬ 
gagor who Is also the general contractor, 
the mortgagor's certification shall also 
show: 

(a) Such allocations of general over¬ 
head items as are acceptable to the Com¬ 
missioner; and 

(b) A reasonable allowance for the 
builder's profit as established by the 
Commissioner. 

§ 232.83 Contractor** certification. 

(a) Certification by general con¬ 
tractor. Where a cost plus form of con¬ 
tract Is used, the mortgagor shall submit 
along with Its certification of actual cost 
a certification of the general contractor. 
In a form prescribed by the Commis¬ 
sioner. as to all actual costs paid for la¬ 
bor. materials and subcontract work 
under the general contract exclusive of 
the builder's fee and any kickbacks, re¬ 
bates, trade discounts, or other similar 
payments to the general contractor, the 
mortgagor, or any of its officers, direc¬ 
tors, stockholders or partners. 

(b) Certification by subcontractor. 
Where it Is determined by the Commis¬ 
sioner that an Identity of interest exists 
between the mortgagor or any of Its offi¬ 
cers, directors, stockholders or partners, 
and any subcontractor, material supplier, 
or equipment lessor, the mortgagor may 
be required by the Commissioner to sub¬ 
mit a certification of actual cost by such 
subcontractor, material supplier, or 
equipment lessor. In a form prescribed 
by the Commissioner, as to all actual 
costs paid for labor, materials, subcon¬ 
tracts and overhead exclusive of any 
kickbacks, rebates, trade discounts, or 
other similar payments to the general 
contractor, the mortgagor, or any of its 
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officers, directors, stockholders or part¬ 
ners. Where the use of a coet plus form 
of contract is required by the Commis¬ 
sioner, and It is determined by the Com¬ 
missioner that an identity of interest 
exists between the general contractor 
and any subcontractor, material sup¬ 
plier, or equipment lessor, the mortgagor 
may be required by the Commissioner to 
submit a certification of actual cost by 
such subcontractor, material supplier, 
or equipment lessor, 
g 232.86 Record*. 

The mortgagor shall keep and maintain 
adequate records of all costs of any con¬ 
struction or other cost Items not rep¬ 
resenting work under the general con¬ 
tract and shall require the builder to 
keep similar records and, upon request 
by the Commissioner, shall make avail¬ 
able for examination such records in¬ 
cluding any collateral agreements. 

g 232.87 Certificate of public account¬ 
ant. 

The certificates of actual cost shall be 
supported by a certificate as to accuracy 
by an Independent Certified Publlo Ac¬ 
countant or Independent public account¬ 
ant, which shall Include a statement 
that the accounts, records and support¬ 
ing documents have been examined In 
accordance with generally accepted au¬ 
diting standards to the extent deemed 
necessary to verify the actual costs. 

g 232.88 Value of land. 

Upon receipt of the mortgagor's cer¬ 
tification of actual cost, there shall be 
added to the total amount thereof the 
Commissioner's estimate of the fair mar¬ 
ket value of any land Included in the 
mortgage security and owned by the 
mortgagor In fee such value being prior 
to the construction of the Improvements. 
In the event the land is held under a 
leasehold or other Interest less than a 
fee, the cost, of acquiring the leasehold 
or other interest shall be considered an 
allowable expense which may be added 
to actual cost. In no event shall such 
cost be in excess of the fair market value 
of such leasehold or other Interest exclu¬ 
sive of proposed improvements. 

6 232.89 Reduction In mortgage amount. 

If the principal obligation of the mort¬ 
gage exceeds 90 percent of the total 
amount as shown by the certificate of 
actual cost plus the value of the land 
(the cost shown by the certificate of 
actual cost in rehabilitation cases), 
the mortgage shall be reduced by the 
amount of such excess prior to final en¬ 
dorsement for Insurance. 

g 232.90 Rehabilitation project*. 

In the event the mortgage is to finance 
repair or rehabilitation, the mortgagor's 
actual cost of such repair or rehabilita¬ 
tion may include the items of expense 
permitted by new construction in accord¬ 
ance with this part and the applicable 
cost certification procedure described 
therein will be required; provided such 
mortgage shall be subject to the follow¬ 
ing limitations: 


(a) Property held in fee. If no part 
of the proceeds is to be used to finance 
the purchase of the land or structures 
Involved, the mortgage shall be reduced 
to an amount not to exceed 100 percent 
of the approved cost of the completed 
repair or rehabilitation. 

(b) Property subject to existing mort¬ 
gage. If the Insured mortgage is to in¬ 
clude the cost of refinancing an existing 
mortgage acceptable to the Commis¬ 
sioner. the amount of the existing mort¬ 
gage or 90 percent of the Commissioner's 
estimate of the fair market value of the 
land and existing improvements prior 
to repair or rehabilitation, whichever is 
the lesser, shall be added to the actual 
cost of the repair or rehabilitation. If 
the principal obligation of the Insured 
mortgage exceeds the total amount thus 
obtained, the mortgage shall be reduced 
by the amount of such excess, prior to 
final endorsement for insurance. 

(c) Property to be acqutrcd. If the 
mortgage is to Include the cost of land 
and improvements, and the purchase 
price thereof is to be financed with part 
of the mortgage proceeds, the purchase 
price or the Commissioner's estimate of 
the fair market value of land and exist¬ 
ing improvements prior to repair or 
rehabilitation, whichever Is the lesser, 
shall be added to the actual cost of the 
repair or rehabilitation. If the principal 
obligation of the Insured mortgage ex¬ 
ceeds the applicable 90 percent of the 
total amount thus obtained, the mort¬ 
gage shall be reduced by the amount of 
such excess prior to final endorsement 
for insurance. 

8 232.90a Reinsurance of Commis¬ 
sioner-held mortgages* 

The Commissioner may Insure under 
this part, without regard to any limi¬ 
tation upon eligibility contained in this 
subpart, any mortgage assigned to him 
In connection with payment under a 
contract of mortgage Insurance, or ex¬ 
ecuted In connection with a sale by him 
of any property acquired under any sec¬ 
tion or title of the Act. 

§ 232.91 Effects of agreement. 

Any agreement, undertaking, state¬ 
ment or certification required in con¬ 
nection with cost certification shall spe¬ 
cifically state that it has been made, 
presented, and delivered for the purpose 
of Influencing an official action of the 
Commissioner and may be relied upon 
as a true statement of the facts con¬ 
tained therein. 

§ 232.92 Cost certification incontestable. 

Upon the Commissioner's approval of 
the mortgagor's certification, such cer¬ 
tification shall be final and Incontest¬ 
able except for fraud or material mis¬ 
representation on the part of the 
mortgagor. 

Trim 

g 232.93 Eligibility of title. 

In order for the mortgaged property 
to be eligible for Insurance, the Commis¬ 
sioner shall determine that marketable 
title thereto is vested In the mortgagor 


as of the date the mortgage Is filed 'ox 
record. The title evidence shall be ex¬ 
amined by the Commissioner and the 
original endorsement of the credit In¬ 
strument for insurance shall be evidence 
of its acceptability, 
g 232.91 Title evidence. 

Upon Insurance of the mortgage, the 
mortgagee shall furnish to the Com¬ 
missioner a survey of the mortgaged 
property, satisfactory to him, and a 
policy of title Insurance covering such 
property, as provided in paragraph (a) 
of this section. If. for reasons the Com¬ 
missioner deems satisfactory, title in¬ 
surance cannot be furnished, the mort¬ 
gagee shall furnish such evidence of 
title in accordance with paragraph (b), 
(c), or (d) of this section, as the Com¬ 
missioner may require. Any survey, pol¬ 
icy of title insurance, or evidence of title 
required under this section shall be fur¬ 
nished without expense to the Commis¬ 
sioner. The types of title evidence are: 

(a) A policy of title insurance issued 
by a company and in a form satisfactory 
to the Commissioner. The policy shall 
name as the Insureds the mortgagee and 
the Secretary of Housing and Urban 
Development, as their respective inter¬ 
ests may appear. The policy shall pro¬ 
vide that upon acquisition of title by 
the mortgagee or the Secretary, it will 
become an owner’s policy running to 
the mortgagee or the Secretary, as the 
case may be. 

(b) An abstract of title satisfactory to 
the Commissioner, prepared by an ab¬ 
stract company or individual engaged In 
the business of preparing abstracts of 
title, accompanied by a legal opinion 
satisfactory to the Commissioner, as to 
the quality of such title, signed by an 
attorney at law experienced in the exam¬ 
ination of titles. 

(c) A Torrens or similar title certifi¬ 
cate. 

(d) Evidence of title conforming to 
the standards of a supervising branch 
of the Government of the United States 
of America, or of any State or Territory 
thereof. 

Ext*wsion or Txxx 
8 232.96 Action* by Commissioner. 

Where the mortgagee has failed to 
take action within the period of time re¬ 
quired In order to prevent the expiration 
of a commitment or In order to reopen 
an expired commitment, the Commis¬ 
sioner may extend such period and may 
retroactively reinstate or reopen such 
commitment. 

8 232.249 Effect of amendments. 

The regulations In this subpart may 
be amended by the Commissioner at any 
time and from time to time. In whole 
or in part, but such amendment shall not 
adversely affect the interests of a mort¬ 
gagee or lender under the contract of 
insurance on any mortgage or loan al¬ 
ready insured and shall not adversely 
affect the interests of a mortgagee or 
lender on any mortgage or loan to be 
insured on which the Commissioner has 
made a commitment to Insure. 
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Subpart B—Contract Rights and 
Obligations 

g 232.251 In corpora lion by reference. 

<a) All of the provisions of Part 207, 
Subpart B of this chapter covering 
mortgages insured under section 207 of 
the National Housing Act apply to mort¬ 
gages on projects Insured under section 

232 of such Act. 

(b) For the purposes of this subpart all 
references in Part 207 of this chapter to 
section 207 of the Act shall be construed 
to refer to section 232 of the Act. 

g 232.252 Definition*. 

All of the definitions contained In 

232.1 shall apply to this subpart. In ad¬ 
dition. as used in this part, the following 
term shall have the meaning Indicated: 

(a) •’Contract of insurance” means 
the agreement evidenced by the Commis¬ 
sioner’s insurance endorsement and in¬ 
cludes the provisions of this subpart and 
of the Act. 

PART 233—EXPERIMENTAL HOUSING 
MORTGAGE INSURANCE 

Subporl A—Eligibility R*qu!rom*nl»—Homo 
Sec 

333.1 Scope of subpart. 

333,5 Incorporation by reference. 

233.15 Eligible property requirements. 

233 30 Agreement*, covenant* and soaa- 

meats. 

Swbparl B—Contract tight* ond Obligation*— 
Home* 

233.251 Incorporation by referenoe. 

233.363 Application for Insurance benefits 
and accompanying fiscal data. 
233375 Method of paying Insurance bene¬ 
fits. 

Subpart C—Atiittonco Payment* 

233.401 Incorporation by reference. 

Subpart D—Eligibility Requirement*—Project* 

233.501 Scope of eubpart. 

233 606 Incorporation by reference. 

233.610 Eligible projects, 

233315 Agreements, covenants and ease¬ 
ments. 

Subport E—Contract Right* and Obligation*— 
Project* 

233.761 Incorporation by reference. 

233.700 Payment of Insurance benefits. 

Subpart F—A**i»«ame and lrrter*»t Reduction 
Payment* 

233 900 Incorporation by reference. 

Authority: The provisions of this Part 233 
Issued under sec. 211. 62 8tat. 23. as amend¬ 
ed; sec. 233. 76 8tat. 158. as amended; 12 
U.8.C. 1715b. 1715X. 

Subpart A—Eligibility Require¬ 
ments—Homes 

§ 233.1 Scope of eubpart. 

Mortgages and loons financing con¬ 
struction or rehabilitation of one- to 
four-family dwellings (or one- to eleven- 
family dwellings in the case of mortgagee 
or loans meeting the requirements of sec¬ 
tion 220 of the Act) and which involve 
the utilization and testing of advanced 
technology In housing design, material or 
construction or experimental property 


standards for neighborhood design, may 
be insured under section 233 of the Act. 
To be eligible, a mortgage or loan shall 
also meet the requirements of the appli¬ 
cable home mortgage or home improve¬ 
ment loan program under section 203, 
213.220, 221 or 234 of the Act. 

S 233.5 Incorporation by reference. 

(a) To be eligible for Insurance under 
this subpart, a mortgage or home im¬ 
provement loan shall meet the eligibility 
requirements for insurance under $ 203.1 
ct seq. (Part 203, 8ubpart A): § 213.501 
et seq. (Part 213, Subpart C); ft 220.1 
et seq. (Part 220, Subpart A); I 221.1 ct 
seq (Part 221, Subpart A); ft 234.1 et 

seq. (Part 234. Subpart A); ft 235.1 et 

seq. (Part 235, Subpart A); ft 237.1 et 

seq. (Part 237. Subpart A): or ft 809.1 

et seq. (Part 809, Subpart A) of this 
chapter, except that: 

(1) The prescribed tests of economic 
soundness or acceptable risk shall not be 
applicable. 

(2) In lieu of establishing mortgage 
limits upon the basis of a percentage of 
the Commissioner's estimate of appraised 
value, or replacement cost, or cost of 
repair and rehabilitation, as required by 
the applicable section under which the 
mortgage or loan would otherwise be 
eligible, the mortgage limits shall be 
determined by applying the percentage 
prescribed by the pertinent section to the 
following: 

(1) In cases involving new construc¬ 
tion, such percentage shall be applied 
to the Commissioner's estimate of the 
cost of replacing the property using 
comparable conventional design, mate¬ 
rials, and construction, or of using 
advanced housing technology or experi¬ 
mental property standards, whichever is 
the lesser. 

(ID In cases involving repair and 
rehabilitation, such percentage shall be 
applied to the sum of: 

(a) The Commissioner's estimate of 
the value of the property before repair 
and rehabilitation; plus 

(b) The lesser of either the Commis¬ 
sioner's estimate of the cost of replacing 
the improvements using comparable con¬ 
ventional design, materials, and con¬ 
struction. or of using advanced housing 
technology or experimental property 
standards. 

(3) Hie limitations upon maximum 
mortgage amount in a case Involving a 
nonoccupant owner shall not be appli¬ 
cable. 

(4) In cases Involving home Improve¬ 
ment loans, Instead of establishing 
mortgage limits upon the basis of the 
Commissioner's estimate of the cost of 
such Improvements, the limits shall be 
determined on the basis of the Commis¬ 
sioner's estimate of the cost of replacing 
the improvements using comparable 
conventional design, materials, and con¬ 
struction. or of using advanced housing 
technology or experimental property 
standards, whichever is the lesser. 

(b) For the purposes of this subpart, 
all references In Parts 203, 213, 220, 221, 
234, 235, 237, and 809 of this chapter to 


sections 203. 213, 220. 221, 234, 235. 237, 
and 809 of the National Housing Act 
shall be construed to refer to section 
233 of the Act. 

g 233.15 Eligible property requirements. 

To be eligible for insurance: 

(a) The mortgage or home Improve¬ 
ment loan shall relate to property In¬ 
volving the utilization and testing of ad¬ 
vanced technology In housing design, 
material, or construction, or experi¬ 
mental property standards for neighbor¬ 
hood design. 

(b) The Commissioner shall make 
determinations as follows: 

(1) That the property is an acceptable 
risk, giving consideration to the need 
for testing advanced housing technology 
or experimental property standards. 

(2) That the utilization and testing of 
the advanced technology or experimen¬ 
tal property standards involved will pro¬ 
vide data or experience which the Com¬ 
missioner deems to be significant In 
reducing housing costs or Improving 
housing standards, quality, livability, or 
durability or Improving neighborhood 
design. 

(c) The dwelling shall be approved for 
insurance by the Commissioner prior to 
the beginning of construction or repair, 
rehabilitation or improvement. 

g 233.30 Agreemcnls, covenant* and 

rawmrnU. 

Prior to Insurance, the mortgagor or 
borrower shall execute such agreements, 
covenants and easements running with 
the land as the Commissioner shall de¬ 
termine are necessary to permit the 
Commissioner to make Inspections and 
technical observations of the experimen¬ 
tal features of the project. 

Subpart B—Contract Rights and 
Obligations—Homes 
§ 233.251 Incorporation by reference. 

(a) Mortgages and home Improvement 
loans Insured under the experimental 
home mortgage Insurance program shall 
be governed by the provisions of the reg¬ 
ulations covering contract rights and 
obligations, as they respectively relate to 
the several mortgage or home improve¬ 
ment loan programs set forth In ft 233.1 
of this part, except that provisions of 
the foregoing regulations concerning 
mutuality of an insurance fund shall not 
apply. 

(b) For tiie purpose of this subpart, 
all of the references in ft 203.251 ct seq. 
(Part 203. Subpart B>; ft 213.751 et seq. 
(Part 213, Subpart D); ft 220.251 et seq. 
(Part 220, Subpart B>: ft 221.251 et seq. 
(Part 221. Subpart B); ft 234.251 et seq. 
(Part 234, Subpart B); ft 235.201 et seq. 
(Part 235, 8ubpart B); ft 237.201 et seq. 
(Part 237. Subpart B); or ft 809.251 et 
seq. (Part 809, Subpart B) of this chap¬ 
ter to: 

(1) Section 203, 213. 220, 221. 234, 235, 
237, or 809 shall be construed to refer to 
section 233 of the Act; and 

(2) The Mutual Mortgage Insurance 
Fund, the Cooperative Management 
Housing Insurance Fund, or the Special 
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Risk Insurance Fund shall be construed 
to refer to the General Insurance Fund. 

g 233.253. Application for inauranre 
benefits and accompanying fiscal 
data. 

(a) Insured mortgages. Where an 
insured mortgage Is Involved, the provi¬ 
sions of If 203.350 through 203.391 of 
this chapter govern the filing of an appli¬ 
cation for Insurance benefits and the 
items to be filed with the application. 

(b) Insured home improvement loans . 
Where an Insured home Improvement 
loan is Involved, the provisions of 
f 203.476 of this chapter (relating to 
claim application and Items to be filed) 

• shall be applicable. 

g 233.275 Method of paying innurance 
benefits. 

If the application for insurance bene¬ 
fits is acceptable to the Commissioner, all 
of the insurance claim. In a case involv¬ 
ing either an Insured mortgage or an 
insured home improvement loan, shall be 
paid In cash unless the mortgagee files 
a written request with the application for 
payment In debentures. If such a re¬ 
quest is made, all of the claim shall be 
paid by Issuing debentures and by mak¬ 
ing a cash payment adjusting any differ¬ 
ences between the total amount of the 
claim and the amount of the debentures 
Issued 

Subpart C—Assistance Paymonts 
§ 233.401 Incorporation by reference. 

(a) Section 23$ type home mortgages. 
All of the provisions of Subpart C. Part 
235, concerning assistance payments pur¬ 
suant to section 235 of the Act, apply 
with full force and effect to a mortgage 
insured under Subparts A and D of this 
part, if the mortgage is Insured as meet¬ 
ing the eligibility requirements of 
§ 235.1 et seq. (Part 235. Subpart A), 
except as such requirements are modi¬ 
fied by § 233.5. 

(b) Section 237 type home mortgages . 
All of the provisions of Subpart C. Part 
237, concerning assistance payments in 
connection with a mortgage Insured un¬ 
der section 237, apply with full force and 
effect to a mortgage insured under Sub- 
parts A and B of this part. If the mort¬ 
gage Is insured as meeting the eligibility 
requirements of § 237.1 et seq. (Part 237, 
Subpart A), except as such requirements 
are modified by § 233.5. 

Subpart D—Eligibility Requirements— 
Projects 

§ 233.501 Scope of subpart. 

Mortgages and loans financing con¬ 
struction or rehabilitation of multlf&mlly 
projects which Involve the utilization 
and testing of advanced technology in 
housing design, material or construction 
or experimental housing standards for 
neighborhood design, may be Insured 
under section 233 of the Act. To be 
eligible, a mortgage or loan shall also 
meet the requirements of the applicable 
multifamlly project or project Improve¬ 
ment loan Insurance program under sec- 
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tions 207. 213, 220, 221, 231, 232 or 234 
of the Act. 

§ 233.505 Incorporation by reference. 

(a) To be eligible for Insurance under 
this subpart, a mortgage or project Im¬ 
provement loan shall meet the eligibility 
requirements for Insurance under f 207.1 
et seq. (Part 207, Subpart A); §213.1 
et seq. (Part 213, Subpart A>; § 220.501 
et seq. (Part 220, Subpart C); § 221.501 
et seq. (Part 221. Subpart C); § 231.1 et 
seq. (Part 231, Subpart A); § 232.1 et seq. 
(Part 232. Subpart A); § 234.501 et seq. 
(Part 234, Subpart C); § 235,501 et seq. 
(Part 235, Subpart D); § 236.1 et seq. 

(Part 236. Subpart A); §241.1 et seq. 

(Part 241, 8ubpart A); §810.1 et seq. 

(Part 810, Subpart A); § 1000.1 et seq. 

(Part 1000, Subpart A); or § 1100.1 et 
seq. (Part 1100, 8ubpart A) of this chap¬ 
ter. except that: 

(1) The prescribed tests of economic 
soundness or acceptable risk shall not 
be applicable. 

(2) In lieu of establishing mortgage 
limits upon the basis of a percentage of 
the Commissioner’s estimate of appraised 
value, or replacement cost, or cost of 
repair and rehabilitation, as required by 
the applicable section under which the 
mortgage or loan would otherwise be 
eligible, the mortgage limits shall be 
determined by applying the percentage 
prescribed by the pertinent section to 
the following: 

(I) In cases Involving new construc¬ 
tion. such percentage shall be applied to 
of replacing the property using com- 
the Commissioner's estimate of the cost 
parable conventional design, materials, 
and construction, or of using advanced 
housing technology or experimental 
property standards, whichever Is the 
lesser. 

(II) In cases Involving repair and re¬ 
habilitation, such percentage shall be 
applied to the sum of: 

(a) The Commissioner’s estimate of 
the value of the property before repair 
and rehabilitation; plus 

(b) The lesser of either the Commis¬ 
sioner’s estimate of the cost of replacing 
the improvements using comparable con¬ 
ventional design, materials, and con¬ 
struction, or of using advanced housing 
technology or experimental property 
standards. 

(3) In cases Involving project Im¬ 
provements, Instead of establishing 
mortgage limits upon the basis of the 
Commissioner's estimate of the cost of 
such Improvements, the limit shall be de¬ 
termined on the basis of the Commis¬ 
sioner’s estimate of the cost of replacing 
the improvements using comparable 
conventional design, materials, and con¬ 
struction, or of using advanced housing 
technology or experimental property 
standards, whichever la the lesser. 

(4) In the case of Operation Break¬ 
through Prototype Site Developments 
involving expenditure of appropriated 
funds for research and technology above 
amounts available from Insured mort¬ 
gage proceeds, the mortgage may be 
Insured without regard to one or more 
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of the regulatory requirements which are 
not mandatory under controlling 
statutes. 

(b) For the purposes of this subpart, 
all references In part 207, 213, 220. 221, 
231, 232, 234, 235, 236, 241, 810, 1000, 
or 1100 of this chapter to section 207, 
213, 220. 221. 231. 232, 234, 235. 236, 241, 
or 810 of the National Housing Act or to 
titles X and XI of such Act shall be 
construed to refer to section 233 of such 
Act. 

§ 233.510 Eligible projects. 

To be eligible for Insurance: 

(a) The mortgage or project improve¬ 
ment loan shall relate to property in¬ 
volving the utilization and testing of ad¬ 
vanced technology In housing design, 
material, or construction, or experi¬ 
mental property standards for neigh¬ 
borhood design. 

(b) The Commissioner shall make de¬ 
terminations as follows: 

(1) That the property la an acceptable 
risk, giving consideration to the need 
for testing advanced housing design or 
experimental property standards. 

(2) That the utilization and testing 
of the advanced technology or experi¬ 
mental property standards Involved will 
provide data or experience which the 
Commissioner deems to be significant In 
reducing housing costs or Improving 
housing standards, quality, livability, or 
durability or Improving neighborhood 
design 

§ 233.515 Agreement*, covenant* and 
ea ncmcnt*. 

Prior to Insuranoe endorsement, the 
mortgagor shall execute such agree¬ 
ments. covenants and easements running 
with the land as the Commissioner shall 
determine are necessary to allow the 
Commissioner to make inspections and 
technical observations of the experi¬ 
mental features of the project. 

Subpart E—Contract Rights and 
Obligations—Projects 
§ 233.751 Incorporation by reference. 

(a) Mortgages and project improve¬ 
ment loans Insured under the experi¬ 
mental project Insurance program shall 
be governed by the provisions of the 
regulations covering contract rights and 
obligations, as they respectively relate to 
the several mortgage or project Improve¬ 
ment loan programs set forth In f 233.501 
of this part . 

(b) For the purpose of thlssubpart, all 
the references in § 207.251 et seq. (Part 
207, Subpart B); § 213.251 et seq. (Part 
213, Subpart B); § 220.751 et seq. (Part 

220, Subpart D): § 221.751 et seq. (Part 

221, Subpart D); § 231.251 et seq. (Part 

231. 8ubpart B); § 232.251 et seq. (Part 

232, 8ubpart B); § 234.751 et seq. (Part 

234, 8ubpart D); § 235.701 et seq. (Part 

235, Subpart E>; § 236.251 et seq. (Part 

236, Subpart B); § 241.251 et seq. (Part 
241. Subpart B); § 810.251 et seq. (Part 
810. 8ubpart Bi; | 1000.251 et seq. (Part 
1000, 8ubpart B); or § 1100.251 et seq. 
(Part 1100, Subpart B) of this chapter 
to: 
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(t) Section 207. 213, 220. 221, 231, 232, 
224, 235, 236. 241, or 810 of the National 
Housing Act or to titles X and XI of such 
Act shall be construed to refer to section 
233 of such Act: and 

(2) The Cooperative Management 
Housing Insurance Fund or the Special 
Risk Insurance Fund shall be construed 
to refer to the General Insurance Fund. 

8 233.760 Payment of iiuaranrc bene¬ 
fit*. 

(a) Insured mortgages. All of the 
provisions of i 207.259 of this chapter re¬ 
lating to Insurance benefits apply to 
multlfamlly project mortgagee Insured 
under this subpart, except that all of the 
Insurance claim shall be paid In cash un¬ 
less the mortgagee files a written request 
with the application for payment In de¬ 
bentures. If such a request Is made, all 
of the claim shall be paid by Issuing de¬ 
bentures and by making a cash payment 
adjusting any difference between the 
total amount of the claim and the 
amount of the debentures Issued. 

<fr> Insured project improvement 
loans, Where an Insured project im¬ 
provement loan Is involved, the payment 
of insurance benefits shall be governed 
by ll 220.822 through 220.842 of this 
chapter. 

Subpart F—Assistance and Interest 
Reduction Payments 
§ 233.900 Incorporation by reference. 

(a) Section 23S(j) type project mort¬ 
gages, (1) All of the provisions of Sub- 
part F, Part 235, concerning assistance 
payments pursuant to section 235(J) of 
the Act, apply with full force and effect 
to a mortgage insured under Subparts 
D and E of this part. If the mortgage is 
Insured as meeting the eligibility require¬ 
ments of 5 235.501 et seq. (Part 235. 
Subpart D), except as such requirements 
are modified by 5 233.505 et scq. 

(2) Reference In 5 235.805 to "this 
part'* shall be deemed to refer to Part 
233. 

(b) Section 236 type project mort¬ 
gages, (1) All of the provisions of Sub- 
part C. Part 236. concerning Interest 
reduction payments pursuant to section 
236 of the Act. apply with full force and 
effect to a mortgage Insured under Sub¬ 
parts D and E of this part, if the mort¬ 
gage Is insured as meeting the eligibility 
requirements of 5 236.1 et seq. (Port 236, 
Subpart A). except as such requirements 
are modified by 5 233.505 et seq. 

(2) Reference In 5 236.505 to "Sub- 
parts A and B of this part" shall be 
deemed to refer to Subparts D and E of 
this part. 

PART 234—CONDOMINIUM OWNER¬ 
SHIP MORTGAGE INSURANCE 


Subpart A—Eligibility R*qulrvm«*H— 
Individually Own«d Unlit 
DxJTKmon* 

Sac. 

334 1 Definition* used In this cub part. 

Antov ax. or Uoaraxan 
234.5 Qualification of lender*. 


Atmjcatxoh and ComanraKT 

Sec. 

334 10 Submission of application. 

234.11 Form of application. 

234.12 Approval and commitment. 

234.13 Application and commitment ex¬ 

tension fee*. 

234.14 Certification of appralaal amount. 

234.15 Certificate and contract regarding 

uoe of dwelling for trams!ent or 
hotel purpose*. 

234.16 Certificate of nondiscrimination by 

mortgagor. 

Eligible Mortgages 

234.25 Mortgage provision*. 

234JM Conversion of project to family 
unit*. 

234 27 Maximum mortgage amount*. 

234.28 Mortgagor’* minimum investments 

294.29 Maximum In tar eel rate. 

23436 Amortisation provision*. 

234.37 Payment of Insurance premium* or 
chargee: adjusted mortgage insur¬ 
ance premium*. 

234.3S Mortgage provision* for additional 
payment* and covenant*. 

23439 Application of payment*. 

234.40 Uto charge. 

234.47 Mortgagor's payments when mort¬ 
gage is executed. 

334 46 Maximum chargee, fee* or discount*. 

234.49 Eligible mortgagee tn Alaska, Guam. 

or Hawaii. 

234.51 Owner-occupancy In mlUtary serv¬ 
ice cate*. 

Euoiblx Moirrtuooa* 

234-55 Mortgage lien. 

234.50 Relationship of Income to mortgage 

payment*. 

234.57 Credit standing. 

234.59 Certificate and contract regarding 
use of family unit* for transient 
or hotel purpose*. 

Klt&iplb Ptopnrms 

234.65 Nature of title. 

234.67 Rental properties. 

234 68 Eligibility of mortgage* covering 
housing In certain neighborhoods. 

Opxn-End Advances 

234.79 Eligibility af open-end advances. 
234.349 Effect of a men d m ent*. 

Subport 8 —Contract Rights orvd ObflgoHon*— 
Individually Owned Units 

234351 Definitions. 

234.255 Incorporation by reference. 

234.260 Assignment of mortgage and certifi¬ 
cate by mortgagee. 

234.202 Exception to deed in lieu of fore¬ 
closure. 

234.265 Contents of deed and supporting 
documents. 

234-270 Condition of the multlfamlly struc¬ 
ture. 

234.273 Assessment of taxes. 

234.274 Certificate af tax assessment. 

234.275 Certificate or Statement of condi¬ 

tion. 

234280 Cancellation of hazard Insurance. 
234285 Waived title objection*. 

Subpart C Eligibility Requirement*—Project*— 
Conversion Individual Sole* Unlit 

234.501 Incorporation by reference. 

234.605 Definition*. 

234 506 Application filing and approved fees. 
234.610 Certification by mortgagee. 

234.515 Certification by mortgagor. 

234.620 Eligibility of property. 

234.625 Maximum mortgage amount*—new 
construction. 

234.530 Increased mortgage amount*. 

234 551 Loan* to cover 2 year operating loos. 
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234635 Adjusted mortgage amount-re¬ 
habilitation projects. 

234.540 Reduced mortgage amount—lease¬ 
hold*. 

334.645 Prepayment privilege and prepay¬ 
ment charge*. 

234 550 Late charge. 

234-555 Zoning, deed, building metric- 
tion*. 

234660 Supervision by Commissioner. 

234 565 Occupancy requirement*. 

234670 Advance amortisation require 
manta. 

Subpart D—Coniroc! Right* and Obligation*— 
Project* 

234.761 Incorporation by reference. 

Authority: The provision* of this Part 
234 issued under sec. 211, 62 8t*t. 23. tm 
amended, oec. 234, 76 Stat. 161; 12 U3 C. 
1715b, 1715y. 

Subport A—Eligibility Requirements— 
Individually Owned Units 
DxrntmoNS 

8 231.1 Definitions used In this subpart. 

As used in this subpart, the following 
terms shall have the meaning indicated 

(a) "Commissioner" means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representative 

(b) "Act" means the National Housing 
Act. as amended. 

(c) "PHA" means the Federal Housing 
Administration. 

(d) "Mortgage" means a fiirst lien 
covering a fee interest or eligible lease¬ 
hold interest, in a one-family unit in a 
multifamily project, together with an un¬ 
divided interest in the common areas and 
facilities serving the project, and such 
restricted common areas and facilities as 
may be designated. 

(e) "Mortgagor" means the original 
borrower under a mortgage and his heirs, 
executors, administrators and assigns. 

(f) "Mortgagee" means the original 
lender under a mortgage and lta succes¬ 
sors and such of its assigns as are ap¬ 
proved by the Commissioner. 

(g) "Insured mortgage" means a 
mortgage which has been insured aa 
evidenced by the Issuance of a Mortgage 
Insurance Certificate or by the endorse¬ 
ment of the credit Instrument by the 

Commissioner. 

(h) •‘Project mortgage" means a 
mortgage which is or has been insured 
under any of the FHA multifamily hous¬ 
ing programs, other than sections 
213(a) (1) and 213(a) (2) of the Act. 

(I) "Beginning of amortization" means 
the date one month prior to the date of 
the first monthly payment to principal 
and Interest. 

(J) "Family unit" means a one-famliy 
unit Including the undivided interest in 
the common* areas and facilities, and 
such restricted common areas and facu¬ 
lties as may be designated. 

GO "Multlfamlly project" means a 
project containing four or more family 
units. 

(1) "Common areas and facilities" 
means those areas of the project and of 
the property upon which it Is located that 
are for the use and enjoyment of the 
owners of family units located in the 
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project. The areas may Include the land, 
roofs, main walls, elevators, staircases, 
lobbies, halls, parking space and commu¬ 
nity and commercial facilities. 

(m) "Restricted common areas and 
facilities" means those areas and facili¬ 
ties restricted to a particular family unit 
or number of family units. 

Approval of Mortgagees 
S 234.5 Qualification of lender*. 

The provisions of $1 203.1 to 203.9. in¬ 
clusive, of this chapter, shall govern the 
eligibility, qualifications and require¬ 
ments of mortgagees under this subpart. 

Application and Commitment 
g 234.10 SukmUaion of application. 

Any approved mortgagee may submit 
an application for Insurance of a mort¬ 
gage under this subpart. 

g 234.11 Form of application. 

An application for insurance shall be 
made upon a standard form prescribed 
by the Commissioner. 

g 234.12 Approval and commitment. 

Upon approval of an application, ac¬ 
ceptance of the mortgage for insurance 
shall be evidenced by the Issuance of a 
commitment setting forth, upon a form 
prescribed by the Commissioner, the 
terms and conditions upon which the 
mortgage will be insured. 

g 234.13 Application and commitment 
extension fee*. 

<a) Application fee —(1) Amount of 
fee . The mortgagee shall pay an applica¬ 
tion fee of $40 per family unit to cover 
the cost of processing. 

(2) Time of fee payment. The appli¬ 
cation fee shall be due and payable by 
the mortgagee upon receipt from the 
FHA of a monthly statement covering 
the related transactions. 

(3) Credit for fee previously charged. 
A credit may be allowed the mortgagee 
for an application fee previously charged 
under such conditions as the Commis¬ 
sioner prescribes. 

(4) Fee not required. A mortgagee 
shall not be required to pay an applica¬ 
tion fee where: 

(I) The application Is not accepted for 
processing; or 

(II) The application is made on behalf 
of a veteran for the insurance of a mort¬ 
gage to refinance an existing Insured 
mortgage which is in default by reason 
of his military service, if the Commis¬ 
sioner finds that the charging of such 
fee would be inequitable under the cir¬ 
cumstances of the transaction. For the 
purpose of this subdivision the word 
"veteran" shall mean a person who has 
served in the active military or naval 
service of the United States at any time 
on or after September 16, 1940, and prior 
to July 26, 1947, or on or after June 27, 
1950, and prior to February 1,1955; or 

(ill) The application is in connection 
with the Insurance of a mortgage to 
finance the purchase of Commissioner- 
held property; or 
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(lv) The application Is filed prior to 
the Issuance of the commitment to insure 
the project mortgage. 

(b) Commitment extension fee — (1) 
Amount of fee . The mortgagee shall 
pay a commitment extension fee of $25 
for extending on outstanding commit¬ 
ment or for reopening and extending an 
expired commitment within two months 
after such expiration. 

(2) Time of fee payment . The com¬ 
mitment extension fee shall be due and 
payable by the mortgagee upon receipt 
from the FHA of a monthly statement 
covering the related transactions. 

(3) Credit for fee previously charged. 
A credit may be allowed the mortgagee 
for a commitment extension fee previ¬ 
ously charged under such conditions as 
the Commissioner prescribes. 

(4) Fee not required. A mortgagee 
shall not be required to pay a com¬ 
mitment extension fee where: 

(i) The commitment to be extended 
or reopened Is In connection with an 
application made on behalf of a veteran 
under circumstances set forth in para¬ 
graph (a) (4) (11) of this section: or 

(ii> The commitment is in connection 
with the insurance of a mortgage to fi¬ 
nance the purchase of Commissioner- 
held property. 

(ill) The commitment is In connection 
with the initial sale of the family units 
following conversion of the multifamily 
structure to apartment ownership. 

§234.14 Certification of appraisal 
amount. 

An application for Insurance shall be 
accompanied by an agreement satisfac¬ 
tory to the Commissioner, executed by 
the seller or such other person as may be 
required by the Commissioner whereby 
such person agrees that prior to any sale 
of the dwelling he will deliver to the pur¬ 
chaser of the property a written state¬ 
ment in form satisfactory to the Com¬ 
missioner setting forth the amount of 
the appraised value of the property os 
determined by the Commissioner. 

§ 234.15 Certificate and contract regard¬ 
ing ii*c of dwelling for transient or 
hotel purpose*. 

An application for Insurance of a 
mortgage on a family unit which Is one 
of a group of 5 or more family units 
owned by the same mortgagor shall be 
accompanied by a contract. In form 
satisfactory to the Commissioner, signed 
by the proposed mortgagor covenant¬ 
ing and agreeing that so long as the 
proposed mortgage is insured by the 
Commissioner the mortgagor will not 
rent the housing or any part thereof 
covered by the mortgage for transient 
or hotel purposes, together with the 
mortgagor’s certifcation under oath 
that the housing or any pan thereof 
covered by the proposed mortgage will 
not be rented for transient or hotel pur¬ 
poses. For the purpose of this sub¬ 
chapter rental for transient or hotel 
purposes shall mean (a) rental for any 
period less than 30 days; or (b) any 
rental if the occupants of the unit are 
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provided custom ait hotel services such 
as room service for food and beverages, 
maid service, furnishing and laundering 
of linen, and bellboy service. 

§ 234.16 Certificate of nondUcrimina- 
lion hr mortgagor. 

The mortgagor shall certify to the 
Commissioner as to each of the follow¬ 
ing points: 

(a) That neither he. nor anyone au¬ 
thorized to act for him, will refuse to sell 
or rent, after the making of a bona fide 
offer, or refuse to negotiate for the sale 
or rental of. or otherwise make unavail¬ 
able or deny the dwelling or property 
covered by the mortgage to any person 
because of race, color, religion, or na¬ 
tional origin. 

(b) That any restrictive covenant on 
such property relating to race, color, 
religion, or national origin is recognized 
as being Illegal and void and Is hereby 
specifically disclaimed. 

<c) That civil action for preventative 
relief may be brought by the Attorney 
General in any appropriate U.S. District 
Court against any person responsible for 
a violation of this certification. 

Eligible Mortgages 
§ 231.25 Mortgage provision*. 

(a) Mortgage form. The mortgage 
shall be executed upon a form approved 
by the Commissioner for use in the Juris¬ 
diction In which the property covered 
by the mortgage Is situated and shall be 
a first lien upon property that conforms 
with property standards prescribed by 
the Commissioner. The entire principal 
amount of the mortgage must have been 
disbursed to the mortgagor or to his 
creditors for his account and with his 
consent. 

(b) Mortgage multiples. The mort¬ 
gage shall Involve a principal obligation 
In $190 multiples. A mortgage having a 
principal obligation not in excess of 
$15,000 and an amortization period of 
either 20. 25, 30 or 35 years may be in 
$50 multiples. 

<c) Payments and maturity dates 
The mortgage shall: 

(1) Provide for payments to become 
due on the first day of the month. 

(2) Have a maturity satisfactory to 
the Commissioner of not to exceed three- 
quarters of the Commissioners estimate 
of the remaining economic Ufe of the 
property. The maturity shall also be not 
less than 10 nor more than 30 years from 
the dAte of the beginning of amortiza¬ 
tion. except that the term may be 35 
years from the date of the beginning of 
amortization in either of the following 
Instances: 

(I) The mortgagor is an owner-occu¬ 
pant of the property and is not able, as 
determined by the Commissioner, to 
make the required payments under a 
mortgage having a shorter amortization 
period. 

til) The application for the conver¬ 
sion of an insured project to condomin¬ 
ium ownership was received by the Com¬ 
missioner prior to August 10, 1965. 
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(3) Have an amortization period of 
cither 10.15.20.25. 30 or 35 years by pro¬ 
viding for either 120.180. 240. 300. 360 or 
420 monthly amortization payments. 

(4) Provide for payments to principal 
and interest to begin not later than the 
first day of the month following 60 days 
from the date the mortgagee’s certificate 
on the commitment was executed. 

§ 234.26 Convemion of project to family 
unit*. 

No mortgage shall be eligible for in¬ 
surance unless the following require¬ 
ments are met: 

<a> Location of family unit. In all cases 
(except where the family unit la located 
in a project Involving 11 or leas units), 
the family unit shall be located In a 
project which Is or has been covered by 
a project mortgage Insured by the FHA. 

<b) Plan of apartment ownership. 
The project in which the family unit is 
located shall have been committed to a 
plan of apartment-ownership by ena¬ 
bling deed, deed of constitution, public 
deed, or other recorded instrument which 
has been approved by the Commissioner 
prior to its execution, and which Is cer¬ 
tified by the mortgagee as acceptable and 
binding within the Jurisdiction where 
the multifamily project Is located. 

(c) FHA conversion and release plans. 
The Initial conversion of the project to 
apartment-ownership shall be required to 
comply with an FHA-approved conver¬ 
sion plan. The conversion plan shall 
provide for: 

(1) The termination by payment In 
full of the mortgage or by voluntary 
termination of the insurance contract 
covering any FHA insured mortgage on 
the project, unless the Commissioner de¬ 
termines that his interests and those of 
the individuals purchasing the family 
units are best served by not requiring 
the termination of the Insurance. 

(2) The release of each family unit 
from any existing project mortgage 
covering the project pursuant to a re¬ 
lease plan approved by the FHA. The 
plan shall provide for a payment to be 
made on the outstanding balance of the 
project mortgage In an amount equal to 
the share of the balance determined by 
the FHA to bo attributable to the family 
unit. 

(3) The conveyance of family units, 
equal in value to at least 80 percent (or 
such lesser percentage as the Commis¬ 
sioner may prescribe) of the total value 
of all units, to owners approved by the 
FHA. 

(d) Certificates by mortgagee. The 
mortgagee shall certify that: 

(1) The individual deed for the family 
unit to be covered by an FHA-lnsurcd 
mortgage complies with all legal require¬ 
ments of the Jurisdiction and that own¬ 
ership thereunder Is subject to the plan 
of apartment-ownership; and 

(2) The Mortgagor has good and mar¬ 
ketable title to the family unit subject 
only to the mortgage which Is a valid 
first lien on same; and 

(3> The family unit is assessed and 
subject to assessment for taxes pertain¬ 
ing only to that unit. 
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(e) Mortgagor limitations . The fam¬ 
ily unit to be covered by an insured 
mortgage shall be for the use and oc¬ 
cupancy of the mortgagor or the mort¬ 
gagor shall be the owner of another 
family unit covered by an Insured mort¬ 
gage for such use and oocupancy. The 
mortgagor may not own more than four 
family units covered by Insured mort¬ 
gages. one of which shall be for his own 
use and occupancy. 

(t) FHA controls for consumer and 
public interest. The Commissioner may 
require such conditions and provisions 
as he deems necessary for the protection 
of the consumer and public Interest, in¬ 
cluding but not limited to the execution 
of a regulatory agreement between the 
Owners and the Commissioner which 
shall be made applicable to the Asso¬ 
ciation or Cooperative of Owners or to 
any subsequent owner of a family unit. 

(g) Project mortgagee certification. 
The project mortgagee shall certify, not¬ 
withstanding any provision of the mort¬ 
gage covering prepayment, that no 
charge is contemplated or has been col¬ 
lected for prepayment in full of the 
project mortgage. 

§ 231.27 Maximum mortgage amount*. 

(a) Occupant mortgagors. A mort¬ 
gage executed by a mortgagor who Is an 
occupant of the unit shall not exceed 
the lesser of the following: 

(1) $33,000. 

(2) 97 percent of the first $15,000 of 
the Commissioner’s estimate of appraised 
value of the family unit, as of the date 
the mortgage Is accepted for insurance, 
and 90 percent of such value In excess 
of $15,000 but not In excess of $25,000 
and 80 percent of such value In excess 
of $25,000. 

(b) Increased mortgage amount — 
elevator type structures. (Reserved 1 

(c) Increased mortgage amount — high 
cost areas. If the Commissioner finds 
that because of high costs In Alaska, 
Ouam or Hawaii It is not feasible to con¬ 
struct dwellings without the sacrifice of 
sound standards of construction, design, 
and livability within the limitations of 
maximum mortgage amounts provided in 
this section, the principal obligation of 
mortgages may be Increased In such 
amounts as the Commissioner finds m&v 
be necessary to compensate for such 
costs, but not to exceed, in any event, the 
maximum, including high cost area in¬ 
creases. If any. otherwise applicable by 
more than one-half thereof. 

(d) Nonoccupant mortgagors. A 
mortgage executed by a mortgagor who 
Is not the occupant of the unit shall not 
exceed: 

(1) 85 percent of any amount com¬ 
puted under paragraph (a) of this sec¬ 
tion; or 

(2) The full amount computed under 
paragraph (a) of this section if the 
mortgage covers a unit and the Com¬ 
missioner is furnished with certificates 
Indicating that: 

(1) The mortgagor win not rent (ex¬ 
cept for a rental term of not leas than 
30 days and not more than 60 days). sell 
(except where the Insured mortgage Is 


paid In full as an Incident of the sale), 
or occupy the property prior to the 18th 
amortization payment of the mortgage 
except with the prior written approval 
of the Commissioner; 

(11) Not less than 15 percent of the 
original principal amount of the mort¬ 
gage proceeds has been deposited In an 
escrow, trust, or special account; 

(ill) The mortgagor agrees that, if the 
property Is not sold prior to the due date 
of the 18th amortization payment of the 
mortgage to a purchaser acceptable to 
the Commissioner who will occupy the 
property, assume, and agree to pay the 
mortgage Indebtedness, the amount held 
in escrow, trust, or special account shall 
be applied In reduction of the outstand¬ 
ing principal amount of the mortgage as 
of the due date of the 18th amortization 
payment of the mortgage; 

(Iv) The mortgagee agrees that any 
portion of the fund held In escrow, trust, 
or special account, not applied to the 
mortgage In accordance with the pro¬ 
visions of this paragraph, shall be de¬ 
ducted from the amount of debentures to 
which the mortgagee would otherwise be 
entitled If a claim for debentures is filed 

§ 234.28 Mortgagor** minimum Invest* 
menu 

(a) At the time the mortgage is In¬ 
sured the mortgagor shall have paid on 
account of the family unit at least 3 
percent of the Commissioner’s estimate 
of the cost of acquisition or such larger 
amount as the Commissioner may de¬ 
termine in cosh or its equivalent. 

(b) A mortgagor who Is 60 years of 
age or older as of the date the mortgage 
is accepted for insurance may borrow 
from a corporation or person satisfac¬ 
tory to the Commissioner, the payment 
required by this section, plus settlement 
costs which may Include initial payments 
for taxes, hazard insurance, mortgage 
Insurance premium and other prepaid 
expenses, as determined by the Commis¬ 
sioner. As security for the loan, the mort¬ 
gagor may give a note or other evidence 
of Indebtedness bearing Interest at a 
rate not in excess of that permitted in 
the Insured mortgage. The aggregate 
amount of the insured mortgage and 
the loan referred to in this section shall 
not exceed an amount equal to the Com¬ 
missioner's estimate of the appraised 
value of the property, plus an amount 
equal to the initial payments for taxes, 
hazard Insurance, mortgage insurance 
premium, and other prepaid expenses, 
as determined by the Commissioner. 

§ 234.29 Maximum iiilrrful rate*. 

(a) The mortgage shall bear Interest 
at the rate agreed upon by the mortgagee 
and the mortgagor, which rate shall not 
exceed 7 percent, except that where an 
application for commitment was received 
by the Secretary before February 18. 
1971, the mortgage may bear interest at 
the maximum rate In effect at the time 
of receipt of the application. 

(b) Interest shall be payable in 
monthly Installments on the principal 
amount of the mortgage outstanding on 
the due date of each Installment. 
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§ 234.36 Amortization provision*. 

The mortgage shall contain complete 
amortization provisions satisfactory to 
the Commissioner, requiring monthly 
payments by the mortgagor not In excess 
of his reasonable ability to pay as de¬ 
termined by the Commissioner. The 
sum of the principal and Interest pay¬ 
ments in each month shall be substan¬ 
tially the same. 

§ 231.37 Payment of insurance pre¬ 
mium* or rliArge*; adjusted mort¬ 
gage i mill run re premium*. 

(a) The mortgage shall provide for 
monthly payments by the mortgagor to 
the mortgagee of an amount equal to 
one-twelfth of the annual mortgage in¬ 
surance premium payable by the mort¬ 
gagee to the Commissioner. If the 
mortgage contains a provision permitting 
the holder to make future -open-end" 
advances or is amended or modified to 
Include such a provision, the mortgage 
shall provide for a monthly payment by 
the mortgagor of an amount equal to 
one-twelfth of the annual charge, pay¬ 
able by the mortgagee to the Commis¬ 
sioner for insurance of such advances. 
Such payments shall continue only so 
long as the contract of insurance shall 
remain in effect. 

(b) The mortgage shall provide that 
upon the payment of the mortgage before 
maturity, the mortgagor shall pay the 
adjusted mortgage Insurance premium 
referred to In this subchapter, but shall 
not provide for the payment of any 
further charge on account of such 
prepayment. 

§ 234.38 Mortgage provision* for addi¬ 
tional payment* and covenant*. 

(a) The mortgage shall provide for 
such equal monthly payments by the 
mortgagor to the mortgagee as will 
amortize any ground or lease rents and 
the estimated amount of any taxes, 
special assessments, and such property 
insurance premiums as may be required 
by the mortgagee, within a period ending 
one month prior to the dates on which 
such charges become delinquent. The 
mortgage shall further provide that pay¬ 
ments and such property insurance 
premiums as may be required by the 
mortgagee, shall be held by the mort¬ 
gagee for the benefit and account of the 
mortgagor in a manner satisfactory to 
the Commissioner, for the purpose of 
paying ground rents, taxes, special 
assessments, and such property Insur¬ 
ance premiums as may be required by 
the mortgagee, before they become de¬ 
linquent. The mortgage must also make 
provision for adjustments in case the 
rstlmated amount of taxes, special as¬ 
sessments, and such property Insurance 
premiums as may be required by the 
mortgagee, shall prove to be more, or 
less, than the actual amount thereof paid 
by the mortgagor. 

(b) The mortgage shall contain a 
covenant by the mortgagor to pay the 
allocated share of the common expenses 
or assessments and charges by the Asso¬ 
ciation of Owners as provided in the 
Plan of Apartment Ownership and a 
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provision approved by the Commissioner 
by which the Regulatory Agreement Is 
incorporated in and made a part of the 
mortgage. 

<c> As used in the mortgage the term 
''assessments’* except where it refers to 
assessments and charge* by the Associa¬ 
tion shall be defined to mean -special 
assessments by state or local govern¬ 
mental agencies, districts or other public 
taxing or assessing bodies.” 

fi 234.39 Application of payment*. 

All monthly payments to be made by 
the mortgagor to the mortgagee shall be 
added together and the aggregate 
amount thereof shall be paid by the 
mortgagor each month in a single pay¬ 
ment. The mortgagee shall apply the 
aggregate payment to the following 
items in the order set forth: 

(a) Premium charges under the con¬ 
tract of Insurance, including insurance 
charges for open-end advances: 

<b> Ground rents, taxes, special as¬ 
sessments. and such property Insurance 
premiums as may be required by the 
mortgagee; 

(c) Interest on the mortgage; 

Cd) Amortization of the principal of 
the mortgage; and 

(e) Any deficiency in the amount of 
any aggregate monthly payment shall, 
unless made good by the mortgagor 
prior to, or on. the due date of the next 
aggregate payment, constitute a default 
under the mortgage. 

9 234.46 Laic charge. 

The mortgage may provide for the col¬ 
lection by the mortgagee of a late charge, 
not to exceed 2 cents for each dollar of 
each payment more than 15 days in 
arrears, to cover the extra expense in¬ 
volved in handling delinquent payments. 
Late charges shall be separately charged 
to and collected from the mortgagor and 
shall not be deducted from any aggre¬ 
gate monthly payment. 

g 234.47 Mortgagor’* payment* when 
mortgage 1* executed. 

The mortgagor shall pay to the mort¬ 
gagee. upon the execution of the mort¬ 
gage. a sum sufficient to pay any ground 
rents and the estimated taxes, special 
assessments, and fire and other hazard 
Insurance premiums for the period be¬ 
ginning on the date to which such 
ground rents, taxes, assessments, and 
insurance premiums were last paid and 
ending on the date of the first monthly 
payment under the mortgage plus an 
amount sufficient to pay the mortgage 
insurance premium from the date of the 
closing of the loon to the date of the 
first monthly payment. 

g 234.48 Maximum charge*, fee* or 
discounts. 

(a) The mortgagee may collect from 
the mortgagor the following charges, 
fees or discounts. 

(1) A charge to compensate the mort¬ 
gagee for expenses incurred in originat¬ 
ing and closing the loan, the charge not 
to exceed $20 or 1 percent of the original 
principal amount of the mortgage, 
whichever Is the greater; 
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(2) Reasonable and customary 
amounts for any of the following items: 

(I) Recording fees and recording taxes 
or other charges Incident to recordation; 

(II) Credit report; 

(III) Survey, if required by mortgagee 
or mortgagor; 

(lv) Title examination; title Insur¬ 
ance, if any; 

(v) Such other reasonable and cus¬ 
tomary charges or fees as may be 
authorized by the Commissioner. 

(b> Prior to insurance of any mort¬ 
gage, the mortgagee shall furnish to the 
Commissioner a signed statement In 
form satisfactory to the Commissioner, 
listing all items for which any charge, 
fee or discount was collected by it, from 
the mortgagor, together with the amount 
of each such charge, fee or discount. 
The Commissioner's endorsement of the 
mortgage for Insurance shall constitute 
approval of the listed charges, fees or 
discounts. 

<c) Nothing in this section shall be 
construed as prohibiting the mortgagor 
from dealing through a broker who does 
not represent the mortgagee, if he pre¬ 
fers to do so. and paying such compen¬ 
sation as is satisfactory to the mortgagor 
In order to obtain mortgage financing. 

§ 234.49 Eligible mortgage* in ALuk*. 
Guam, or Hawaii. 

If the Alaska Housing Authority or the 
Government of Guam or Hawaii or any 
agency or instrumentality thereof is the 
mortgagor or mortgagee, or if the mort¬ 
gagor is regulated or restricted as to 
rents or sales, charges, capital structure, 
rate of return, and methods of operation 
to such an extent and in such manner as 
the Commissioner determines advisable 
to provide reasonable rental and sales 
prices and a reasonable return on the 
investment, any mortgage otherwise 
eligible for Insurance under this subpart, 
may be insured without regard to any 
requirement that the mortgagor; 

(1) Be the owner and occupant of the 
property; 

(2) Has paid on account of the prop¬ 
erty a prescribed percentage of the ap¬ 
praised value of the property; or 

(3) Certify that the mortgaged prop¬ 
erty be free and clear of all liens other 
than the mortgage offered for insurance 
and that there will not be any other 
unpaid obligations contracted In connec¬ 
tion with the mortgage transaction or 
the purchase of the mortgaged property. 

(c) Economic soundness shall not be 
applicable to mortgages covering prop¬ 
erty located in Alaska or In Guam or in 
Hawaii, but the Commissioner shall find 
that the property is an acceptable risk 
giving consideration to the acute housing 
shortage In Alaska or In Guam, or in 
Hawaii. 

f 234.51 Ownrr-occupanry in military 
•mkv raae*. 

Any mortgage otherwise eligible for 
Insurance under any of the provisions of 
this part may be Insured without regard 
to any requirement contained In this 
part that the mortgagor be the occupant 
of the property at the time of insurance. 
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where the Commissioner Is satisfied that 
the inability of the mortgagor to occupy 
the property is by reason of his entry 
Into military service subsequent to the 
filing of an application for insurance and 
the mortgagor expresses an Intent (in 
such form as may be prescribed by the 
Commissioner). to occupy the property 
upon his discharge from military 
service. 

Eligible Mortgagors 
§ 231.55 Mortgage lien. 

A mortgagor shall establish that after 
the mortgage offered for Insurance has 
been recorded, the mortgaged property 
will be free and clear of all hens other 
than such mortgage and that there will 
not be outstanding any other unpaid ob¬ 
ligation contracted in connection with 
the mortgage transaction or the pur¬ 
chase of the mortgaged property, except 
obligations which are secured by prop¬ 
erty or collateral owned by the mort¬ 
gagor independently of the mortgaged 
property. 

g 234.56 Relationship of income to 
mortgage payments. 

A mortgagor shall establish that the 
periodic payments required in the mort¬ 
gage submitted for insurance bear a 
proper relation to his present and an¬ 
ticipated Income and expenses. 

g 234.57 Credit atanding. 

A mortgagor shall have a general 
credit standing satisfactory to the 
Commissioner. 

g 234.59 Certificate and contract re¬ 
garding use of family units for tran¬ 
sient or hotel purpose*. 

A mortgagor under a mortgage cover¬ 
ing a one-family unit which is one of a 
group of five of more one-family units 
held by the same mortgagor shall cer¬ 
tify under oath that until the mortgage 
is paid in full or the contract of Insur¬ 
ance otherwise terminated, the mort¬ 
gagor shall not rent, permit the rental, 
or permit the offering for rental of the 
housing units, or any part thereof, cov¬ 
ered by such mortgage for transient or 
hotel purposes. The mortgagor shall 
further execute a contract with the Com¬ 
missioner providing that so long as the 
said mortgage Is Insured he will not 
rent such housing or any part thereof, 
for transient or hotel purposes as defined 
In ft 234.15. 

Eligible Properties 
§ 234.65 Nature of title. 

A mortgage to be eligible for insurance 
shall be on a fee interest in, or on the 
leasehold interest in, a one-family unit 
in a project Including an undivided in¬ 
terest in the common areas and facili¬ 
ties. and such restricted common areas 
and facilities as may he designated. To 
be eligible, a leasehold interest shall be 
under a lease for not less than 99 years 
which is renewable, or under a lease 
with a period of not less than 50 years 
to run from the date the mortgage is 
executed. 
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g 234*67 Rental properties. 

No family unit In a project which has 
been committed to a plan of apartment 
ownership shall be rented for transient 
or hotel purposes, as defined in ft 234.15. 
while the family unit is subject to an 
FHA-insured mortgage. 

g 234.68 Eligibility of mortgages cover¬ 
ing homing in certain neighbor¬ 
hood*. 

(a) A mortgage financing the repair, 
rehabilitation, construction, or purchase 
of property located In an older declining 
urban area shall be eligible for insurance 
under this subpart subject to compliance 
with the additional requirements of this 
section. 

(b) The mortgage shall meet all of the 
requirements of this subpart, except such 
requirements as are judged to be not 
applicable on the basis of the following 
determinations to be made by the 
Commissioner: 

(1) That the conditions of the area in 
which the property Is located prevent the 
application of certain eligibility require¬ 
ments of this subpart. 

<2> That the area is reasonably viable, 
and there Is a need in the area for 
adequate housing for families of low and 
moderate Income. 

<3> That the mortgage to be insured is 
an acceptable risk. 

<c> Mortgages complying with the 
requirements of this section shall be in¬ 
sured under this subpart pursuant to 
section 223(e) of the National Housing 
Act. Such mortgages shall be Insured 
under and be the obligation of the Special 
Risk Insurance Fund. 

Opkn-Exd Advances 

g 234.70 Eligibility of open-end ad¬ 
vance*. 

Any approved mortgagee may make 
advances, referred to in this subpart as 
"open-end" advances, in connection 
with the mortgages previously Insured 
under tills subchapter or Insured after 
the effective date of this subpart, sub¬ 
ject to compliance with the requirements 
of this section. 

(a) The proceeds of any open-end ad¬ 
vance shall be used for the purpose of 
improvements or repairs which in the 
Commissioner's discretion substantially 
protect or Improve the basic livability 
or utility of the property involved. The 
proceeds of such advances shall not be 
used for the purpose of financing obli¬ 
gations previously Incurred for such re¬ 
pairs or Improvements. 

(b) The mortgagee shall submit an 
application for insurance of open-end 
advances upon a standard form pre¬ 
scribed by the Commissioner. 

(c) Applications filed must be accom¬ 
panied by the mortgagee's remittance for 
the sum of $10 for processing of the ap¬ 
plication. If an application is refused 
as a result of preliminary examination 
by the Commissioner or in such other 
instances os the Commissioner may de¬ 
termine the entire fee will be returned 
to the applicant. 


(d) In addition to the application fee 
required by paragraph (c) of this sec¬ 
tion. the mortgagee may charge the 
mortgagor a fee not to exceed $25 or 1 
percent of the open-end advance, which¬ 
ever is the lesser, and the amount of 
out-of-pocket expenditures made by the 
mortgagee for customary costs of title 
search and recording fees. The mort¬ 
gagee may require the mortgagor to pay 
to the mortgagee all charges permitted 
under this section on or prior to the date 
of final disbursement of the open-end 
advance, together with a sum sufficient 
to pay the Initial Insurance charge pro¬ 
vided for in Subpart B of this part. No 
portion of such charges may be included 
In the principal amount of the open-end 
advance. 

(e) Upon approval of an application, 
acceptance of the advance for insurance 
will be evidenced by the issuance of a 
commitment setting forth, upon a form 
prescribed by the Commissioner, the 
terms and conditions upon which the 
advance will be Insured. 

(f) The amount of an advance for 
Insurance shall be added to the unpaid 
principal obligation of the mortgage, 
whereupon the aggregate of the original 
unpaid principal and the amount of the 
open-end advance shall: 

(1) Bear Interest at the rate provided 
in such mortgage, payable hi monthly 
Installments on the principal then out¬ 
standing: 

(2) Be payable in substantially equal 
monthly payments in an amount suffi¬ 
cient to amortize the aggregate principal 
amount within the remaining original 
term of the mortgage. 

(g) The amount of any advance for 
insurance (computed in even dollar 
amounts) when added to the unpaid 
balance of the original principal obliga¬ 
tion of the mortgage shall not exceed 
the original principal obligation of the 
mortgage: Provided, That if the mort¬ 
gagor certifies that the proceeds of such 
open-end advance will be used to finance 
the construction of an additional room 
or rooms or other additional enclosed 
space as a part of the dwelling, the ag¬ 
gregate amount of the unpaid balance 
of the original principal obligation, plus 
the amount of the open-end advance, 
may exceed the amount of the original 
principal obligation of the mortgage, but 
in no event shall such aggregate amount 
exceed the maximum amounts prescribed 
by the limitations of ftft 234.27 and 234.49, 

(h) A mortgagee may amend or mod¬ 
ify any approved FHA mortgage form 
by adding such provisions as it deems 
necessary for the purpose of making 
open-end advances, by any rider or mod¬ 
ification agreement which is valid and 
enforceable in the Jurisdiction in which 
the property oovered by the mortgage is 
located, provided such rider or modifica¬ 
tion agreement retains in the mortgagee 
the right to approve or disapprove addi¬ 
tional advances on such terms and con¬ 
ditions as the mortgagee may prescribe. 
The mortgagee shall have the sole re¬ 
sponsibility for determining that any 
mortgage amended by an "open-end" 
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rider or modification agreement will be 
a valid and enforceable Instrument and 
will constitute a valid first lien on the 
property upon which the Commissioner 
based his valuation. 

g 234.219 Effect of amendment*. 

The regulations in this subpart may 
be amended by the Commissioner at any 
time and from time to time. In whole or 
In part, but such amendment shall not 
adversely affect the Interests of a mort¬ 
gagee or lender under the contract of 
Insurance on any mortgage or loan 
already Insured and shall not adversely 
affect the Interests of a mortgagee or 
lender on any mortgage or loan to be 
Insured on which the Commissioner has 
made a commitment to insure. 

Subpart B—Contract Rights and 
Obligations—Individually Owned 
Units 

g 234.251 Definitions. 

The definitions contained in I 203.251 
of this chapter and 9 234.1 shall apply 
to this subpart. 

§ 234.253 Incorporation by reference. 

(a) Provisions. All of the provisions 
of 99 203.251 through 203.435 of this 
chapter (Part 203. Subpart B) covering 
mortgages Insured under section 203 of 
the National Housing Act shall apply to 
mortgages Insured under section 234(c) 
of the National Housing Act except the 
following provisions: 

See. 

208S57 Deed In lieu of forecloaura. 

203372 Adjustment for fire. Hood, earth¬ 
quake. or tornado damage. 
203580 Certificate of property con d it io n. 
203582 Waived title objection*. 

203.420 Nature of Mutual Mortgage Insur¬ 
ance Fund. 

206.431 Allocation of Mutual Mortgage In¬ 
surance Fund Income or loss. 

203.423 Right and liability under Mutual 

Mortgage Insurance Fund. 

208.423 Distribution of distributive aharee. 

203.424 Maximum amount of distributive 

aharee. 

203.435 Finality of determination. 

203.440 et eeq. Insured home Improvement 
loans. 

(b) References . For the purposes of 
this subpart, all references in 99 203.251 
through 203.435 of this chapter (Part 
203, Subpart B) to section 203 of the act, 
one- to fou. -family, and the Mutual 
Mortgage Insuranoe Fund, shall be con¬ 
strued to refer to section 234 of the act. 
one-family unit, and the General Insur¬ 
anoe Fund. The term “property" or 
"each family dwelling unit" as used tn 
19 203.251 through 203.435 of this chap¬ 
ter (Part 203. Subpart B) shall be con¬ 
strued to include "the one-family unit 
and the undivided interest tn the com¬ 
mon areas and facilities as may be des¬ 
ignated". 

§ 234.260 Alignment of mortgage and 
certificate by mortgagee. 

In addition to the requirements of 
9§ 203.352 and 203.353 Incorporated by 
reference, the mortgagee shall certify 
as to any changes In the plan of apart¬ 
ment ownership Including the admlnis- 
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tratlon of the property. Any changes 
shall require FHA approval. 

§ 234.262 Exception to deed In lien of 
farecloanre. 

All of the provisions of I 203.357 of this 
chapter relating to acceptance of a deed 
In lieu of foreclosure shall apply to mort¬ 
gages Insured under this part ony If the 
mortgagee establishes to the satisfaction 
of the Commissioner that there are no 
unpaid assessments owed the Associ¬ 
ation or Cooperative of Owners. 

§ 234.265 Contents of deed *nd sup¬ 
porting documents* 

In addition to the requirements of 
9 203.387, Incorporated by reference, the 
deed shall comply with the plan of apart¬ 
ment ownership. Any changes therein. 
Including the administration of the 
property, shall require FHA approval. 

§ 231.270 Condition of the multi family 
structure. 

(a) When a family unit is conveyed 
or a mortgage is assigned to the Commis¬ 
sioner. the family unit and the common 
areas and facilities designated for the 
particular unit shall be undamaged by 
fire, earthquake, tornado, or boiler ex¬ 
plosion, except If the property has been 
damaged, either of the following actions 
shall be taken: 

(1) The property may be repaired 
prior to its conveyance or prior to the 
assignment of the mortgage to the Com¬ 
missioner. 

(2) The property may be conveyed or 
the mortgage assigned to the Commis¬ 
sioner without repairing the damage. In 
such Instances, the Commissioner shall 
deduct from the Insurance benefits either 
his estimate of the decrease in value of 
the family unit or the amount of any 
Insurance recovery received by the mort¬ 
gagee, whichever is the greater. 

(b> If the property has been damaged 
by fire and such property was not covered 
by fire Insurance at the time of the dam¬ 
age, the mortgagee may convey the 
property or assign the mortgage to the 
Commissioner without deduction from 
the insurance benefits for any loas oc¬ 
casioned by such fire if the following 
conditions are met: 

(1) The property shall have been cov¬ 
ered by fire Insurance at the time the 
mortgage was Insured. 

(2) The fire insurance shall have been 
later cancelled or renewal shall have 
been refused by the Insuring company. 

(3> The mortgagee shall have notified 
the Commissioner within 30 days (or 
within such further time as the Commis¬ 
sioner may approve) of the cancellation 
of the fire Insurance or of the refusal of 
the Insuring company to renew the fire 
insurance This notification shall have 
been accompanied by a certification of 
the mortgagee that diligent efforts were 
made, but it was unable to obtain fire 
insurance coverage at reasonably com¬ 
petitive rates and that It will continue its 
efforts to obtain adequate fire insurance 
coverage at competitive rates. 

(c) The provisions in paragraph (b) of 
this section shall be applicable with re¬ 
spect to the insurance of all mortgages 


whether insured prior to May 8, 1068, or 
Insured on or after such date. 

(d) The mortgagee shall not be liable 
for damage to the property by waste in 
connection with mortgage insurance 
claims paid on or after July 2. 1968. 

8 234.273 AuMsmciU of tax**. 

When a family unit is conveyed to the 
Commissioner or a mortgage is assigned 
to the Commissioner, the unit shall be 
assessed and subject to assessment for 
taxes pertaining only to that unit. 

§ 234.274 Orti Picnic of Lax a#»*e**mrnt. 

The mortgagee shall certify, as of the 
date of filing for record of the deed or 
assignment of the mortgage to the Com¬ 
missioner, that the family unit is as¬ 
sessed and subject to assessment for 
taxes pertaining only to that unit. 

§ 234.275 Certificate or Statement of 
condition. 

(a) At the time of the assignment of 
the mortgage or conveyance of the prop¬ 
erty to the Commissioner, the mortgagee 
shall, as of the date of the filing for rec¬ 
ord of the deed or assignment, either: 

(1) Certify that the condtlons of 

9 234.270(a) have been met; or 

(2) Submit a statement describing any 
such damage that may still exist 

(b) In the absence of evidence to the 
contrary, the mortgagee's certificate or 
its statement as to damage shall be ac¬ 
cepted by the Commissioner as estab¬ 
lishing the condtlon of the family unit 
and the common areas and facilities in¬ 
cluding restricted common areas and fa¬ 
culties designated for the particular unit. 

g 234*280 Cancellation of hazard in*ur- 
anre. 

The provisions of 9 203.382 Incorpo¬ 
rated by reference shaU apply to hazard 
Insurance ixUlcies carried solely for the 
family unit. 

§ 234.285 Waived title objection*. 

The Commissioner shall not object to 
title by reason of the following matters: 

(a) Violations of a restriction based on 
race, color or creed, even where such 
restriction provides for a penalty of re¬ 
version or forfeiture of title or a lien 
for liquidated damage. 

(b) Easements for public utilities 
along one or more of the property lines, 
provided the exercise of the rights there¬ 
under do not interfere with any of the 
buildings or Improvements located on 
the subject property. 

(c) Encroachment on the subject 
property by Improvements on adjoining 
property, provided such encroachments 
do not interfere with the use of any Im¬ 
provements on the subject property. 

(d) Variations between the length of 
the subject property lines as shown on 
the application for Insurance and as 
shown by the record or possession lines, 
provided such variations do not Inter¬ 
fere with the use of any of the Improve¬ 
ments on the subject property. 

(e) Customary building or use restric¬ 
tions for breach of which there is no 
reversion and which have not been vio¬ 
lated to a material extent. 
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Subpart C—Eligibility Require¬ 
ments—Projects—Conversion Indi¬ 
vidual Sales Units 

S 234.501 Incorporation by reference. 

(a) All of the provisions of Subpart 
A. Port 207 of this chapter concerning 
eligibility requirements of mortgages cov¬ 
ering multlfamlly housing under section 
207 of the National Housing Act apply to 
blanket mortgages on condominium proj¬ 
ects insured under section 234 of the 
National Housing Act except the follow¬ 
ing provisions. 

8cc. 

207,1 Application llllng and approved fee*, 
207.4 Maximum mortgage amounts. 

207.11 Soundne** of project, 

207.14 Prepayment privilege; prepayment 

and late charge*. 

207.15 Issuance of bonds secured by trust 

Indenture. 

207.10 Required supervision of private 
mortgagors. 

207.20 Occupancy requirements. 

207.23 Eligibility of property. 

207.24 Development of property. 

207.31 Eligibility of miscellaneous type 

mortgage*. 

207.32 Eligibility of refinancing transac¬ 

tions. 

207.33 Eligibility of mortgages on trailer 

courts or parks for trailer coach 
mobile dwellings. 

(b) For the purposes of this subpart 
all references in Part 207 of this chapter 
to section 207 of the Act shall be con¬ 
strued to refer to blanket mortgages 
insured under section 234 of the Act. 

9 234.505 Definitions. 

As used in this subpart, the following 
terms shall have the meaning Indicated. 

(a) -Act" means the National Housing 
Act as amended. 

(b) "Commissioner" means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representatives. 

<c> "Insured mortgage" means a 
mortgage insured by the endorsement 
of the credit instrument by the Com¬ 
missioner. 

(d) ‘ Maturity date" means the date 
on which the mortgage * Indebtedness 
would be extinguished if paid in accord¬ 
ance with periodic payments provided 
for in the mortgage. 

ce) "Mortgage" means such a first 
lien upon real estate and other property 
as is commonly given to secure advances 
on, or the unpaid purchase price of. real 
estate under the laws of the State, dis¬ 
trict or territory in which the real es¬ 
tate Is located, together with the credit 
instrument or Instruments, if any, se¬ 
cured thereby. In any instance where an 
operating loss loan Is Involved, the term 
shall include both the original mortgage 
and the instrument securing the loan. 

(f) "Mortgagee" means the original 
lender under a mortgage, and Its suc¬ 
cessors and assigns, and Includes the 
holders of credit instruments issued 
under a trust Indenture, mortgage or 
deed of trust pursuant to which such 
holders act by and through a trustee 
therein named. 


(g) "Mortgagor" means the original 
borrower under a mortgage and its suc¬ 
cessors and assigns. 

<h> "Replacement cost" is the cost, as 
estimated by the Commissioner, of the 
property or project when the proposed 
improvements are completed. It may 
include the land, the proposed physical 
improvements, utilities within the bound¬ 
aries of the land, architect's fees, taxes, 
interest during construction and such 
other items of cost as approved by the 
Commissioner. 

(1) "State" includes the severed Stales. 
Puerto Rico, the District of Columbia. 
Guam, and the Virgin Islands. 

§ 234.506 Application filing and *p- 
p roved fees. 

All of the provisions of I 207.1 of this 
chapter relating to the filing of an ap¬ 
plication for insurance and the fees to be 
paid to the Commissioner apply to cases 
Involving mortgages to be Insured under 
this subpart, except that in all cases the 
combined application, commitment, and 
inspection fees shall aggregate no less 
than the following amounts: 

(a) $50 per dwelling unit, in a case 
Involving new construction. 

(b) $40 per dwelling unit, in a case 
involving rehabilitation. 

g 234.510 Certification by mortgagee. 

The application for insurance shall be 
accompanied by a certification from the 
mortgagee that the law of the jurisdic¬ 
tion will permit the project to be con¬ 
verted to a plan of apartment ownership 
which will meet the requirements of this 
part. 

g 23*1.515 Certification by mortgagor. 

The application for Insurance shall be 
accompanied by a certification from the 
mortgagor that it intends, upon comple¬ 
tion of the project, to commit the owner¬ 
ship of the project to a plan of apartment 
ownership under which each family unit 
in the project will be eligible for Indi¬ 
vidual mortgage insurance under section 
234(0 of the Act. The mortgagor shall 
further certify that it intends faithfully 
and diligently to make all reasonable 
effort to establish the plan of apartment 
ownership and to sell the family units 
to purchasers approved by the Com¬ 
missioner. 

g 234.520 Eligibility of property. 

(a) A mortgage to be eligible for in¬ 
surance shall be: 

(1) On real estate held in fee simple; 
or 

(2) On the interest of the lessee in 
real estate held under a lease having one 
of the following terms: 

<1) A period of not less than 95 years 
and which is renewable. 

(11) A period of not less than 75 years 
to run from the date the mortgage Is 
executed. 

(ill) Any other period satisfactory to 
the Commissioner which is not less than 
55 years, provided the lease contains an 
option in the lessee to extend the lease 
to a total term of 75 years. 


<b) Looses shall contain provisions 
permitting the conversion of the project 
to an FHA approved plan of apartment 
ownership. 

<c) The project shall consist of not 
less than four dwelling units which may 
be detached, semidetached, or row house, 
or multi-family structures. 

§ 234.525 Maximum mortgage 
amount*—new construction. 

The mortgage may involve a principal 
obligation not in excess of the lowest of 
the following limitations: 

(a) Dollar limitation. $20,000,000 if 
executed by a Private Mortgagor, or 
$25,000,000 if executed by a Public Mort¬ 
gagor. 

(b> Loan-to-value limitation. 90 
percent of the Commissioner’s estimate 
of replacement cost of the project. 

(c) Family unit limitation . For 
such part of the property or project at¬ 
tributable to dwelling use (excluding ex¬ 
terior land Improvement as defined by 
the Commissioner) an amount per fami¬ 
ly unit, depending on the number of 
bedrooms, which may be: 

<1> $9,900 without a bedroom. 

(2> $13,750 with one bedroom. 

(3) $16,500 with two bedrooms. 

(4) $20,350 wtlh three bedrooms. 

(5) $23,100 with four or more 
bedrooms. 

(d) Individual unit limitation. An 
amount equal to the sum of the unit 
mortgage amounts determined under 
the provisions of section 234(c) of the 
Act, assuming the mortgagor to be the 
owner and oocupent of each family unit 

§ 234.530 Increased mortgage amount*. 

(a) Elevator type structures . In 
order to compensate for the higher costs 
incident to construction of elevator type 
structures of sound standards of con¬ 
struction and design, the Commissioner 
may increase the dollar amount limita¬ 
tion per family unit as provided In 
1 234.525(c) to not to exceed: 

(1) $11,550 per family unit without a 
bedroom. 

(2) $16,500 per family unit with one 
bedroom. 

(3) $19,800 per family unit with two 
bedrooms. 

(4) $24,750 per family unit with three 
bedrooms. 

(5) $28,050 per family unit with four 
or more bedrooms. 

(b) High cost areas. (1) In any geo¬ 
graphical area where the Commissioner 
finds cost levels so require, the Commis¬ 
sioner may increase, but not to exceed 
45 percent, the dollar amount limitations 
set forth in paragraph (a) of this sec¬ 
tion and in { 234.525(c). 

(2) If the Commissioner finds that 
because of high costa In Alaska. Guam, 
or Hawaii. It Is not feasible to construct 
dwellings without the sacrifice of sound 
standards of construction, design and 
livability within the limitations of max! - 
mum mortgage amounts provided in this 
part, the principal obligation of mort¬ 
gages may be increased in such amounts 
as may be necessary to compensate for 
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such costs* but not to exceed, In any 
event, the maximum* including high cost 
area increase*. If any. otherwise Appli¬ 
cable by more than one-half thereof. 

g 254.531 Loaiu to rover 2 year operat¬ 
ing loaa. 

(a) Operating loss determination. 
When the Commissioner determines that 
an operating loss has occurred during the 
first 2 years following completion of the 
project, he may. in his discretion* accept 
for Insurance under this part, a loan to 
cover such loss. For the purposes of this 
section, an operating loss 6hall occur 
when the Commissioner determines that 
the total of the taxes* Interest on the 
mortgage debt, mortgage Insurance pre¬ 
miums, hazard insurance premiums, and 
the expense of maintenance and opera¬ 
tion of the project (excluding depreda¬ 
tion) exceeds the project income. 

<b> Security instrument. The loan 
•hall be secured by an instrument In a 
form approved by the Commissioner for 
use in the Jurisdiction In which the 
project Is located. 

(c) Maximum interest rate . The loan 
may bear Interest at such rate as may be 
agreed upon by the mortgagee and the 
mortgagor, but in no case shall such 
rate exceed the rate In effect under 
§ 207.7 of this chapter on the date the 
commitment Is Issued. Interest shall be 
payable In monthly Installments on the 
prlndpal then outstanding. 

(d) Maturity. The loan shall be 
limited to a term not exceeding the un- 
explred term of the original mortgage. 

g 234.535 Adjusted mortgage amount— 
rehabilitation project*. 

In addition to the maximum mort¬ 
gage amount limitations of If 234.625 
and 234.630. a mortgage having a princi¬ 
pal amount computed In compliance with 
the applicable provisions of this sub¬ 
part. and which involve* a project to 
be repaired or rehabilitated, shall be sub¬ 
ject to the following additional limita¬ 
tions: 

(a) Property held In fee. If the mort¬ 
gagor is the fee simple owner of the proj¬ 
ect, the maximum mortgage amount shall 
not exceed 100 percent of the Commis¬ 
sioner’s estimate of the cost of the pro¬ 
posed repairs or rehabilitation. 

(b) Property subject to existing mort¬ 
gage. If the mortgagor owns the proj¬ 
ect subject to an outstanding Indebted¬ 
ness. which Is to be refinanced with part 
of the Insured mortgage, the maximum 
mortgage amount shall not exceed the 
sum of: 

(1) The Commissioner’s estimate of 
the oost of the repair or rehabilitation; 
and 

(2) Such portion of the outstanding 
indebtedness as doe* not exceed 90 per¬ 
cent of the Commissioner’s estimate of 
the fair market value of such land and 
improvement* prior to the repair or re¬ 
habilitation. 

(c) Property to be acquired . If the 
project Is to be acquired by the mort¬ 
gagor and the purchase price is to be 
financed with a part of the Insured mort¬ 
gage, the maximum mortgage amount 
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shall not exceed 90 percent of the sum 
of: 

(1) The Commissioner's estimate of 
the oost of the repair or rehabilitation; 
and 

(2) The actual purchase price of the 
land and Improvements, but not In ex¬ 
cess of the Commisioner’a estimate of the 
fair market value of such land and Im¬ 
provements prior to the repair or re¬ 
habilitation. 

§ 234.540 Reduced mortgage amount— 
leasehold*. 

In the event the mortgage is on a 
leasehold estate rather than on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage Is based is the value or replace¬ 
ment cost of the property In fee simple 
reduced by an amount equal to the 
capitalized value of the ground rent. 

§ 234.545 Prepayment privilege and 
prepayment charge*. 

(a) Prepayment privilege. The mort¬ 
gage shall contain a provision permitting 
the mortgagor to prepay the mortgage 
In whole or in part upon any Interest 
payment date, after giving to the mort¬ 
gagee 30 days notice In writing in ad¬ 
vance of Its intention to prepay. 

(b) Prepayment charge. The mort* 
gage may contain a provision for such 
charge, in the event of prepayment of 
principal, as may be Agreed upon between 
the mortgagor and mortgagee. How¬ 
ever. the mortgagor shall be permitted 
to prepay up to 15 percent of the orig¬ 
inal principal amount of the mortgage 
In any one calendar year without any 
prepayment charge. No prepayment 
charge shall be collected If prepayment 
results from either of the following: 

(1) A payment requirement of the 
Commissioner. 

(2) Prepayment of the project mort¬ 
gage as part of a plan for committing 
the ownership of the project to family 
unit ownership. 

§ 234.550 Late charge. 

The mortgage may provide for the col¬ 
lection by the mortgagee of a late charge, 
not to exceed two cents for each dollar 
of each payment to Interest and principal 
more than 15 days In arrears, to cover the 
extra expense Involved In handling de¬ 
linquent payment*. Late charge* shall 
be separately charged to and collected 
from the mortgagor and shall not be de¬ 
ducted from any aggregate monthly 
payment. 

§ 234.555 Zoning, deed or building re¬ 
strictions. 

The project when constructed or re¬ 
habilitated shall not violate any material 
zoning or deed restrictions applicable to 
the project site, and shall comply with 
all applicable building and other govern¬ 
mental regulations. 

§234.560 Supervision by Commis¬ 
sioner. 

(a) In general All of the provisions 
of | 207.19 of this chapter relating to re¬ 
quirements incident to insurance of ad¬ 
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vances as well as those concerning labor 
standards and prevailing wage require¬ 
ments. apply to mortgages executed by 
eligible mortgagors under this subpart 
but paragraphs (a). <b), (e). (f). (g) 
and (h) of such f 207.19 do not apply. 

(b) Type of supervision. The Com¬ 
missioner may regulate and restrict the 
mortgagor as long as the Commissioner 
is the Insurer, holder or re-lnsurer of the 
mortgage. Such regulation or restric¬ 
tion may be In the form of a regulatory 
agreement, corporate charter or such 
other means as the Commissioner 
approves. 

§ 234.565 Occupancy requirement*. 

(a) Family with children. The mort¬ 
gagor shall certify under oath to the 
Commissioner that: 

(1) In selecting tenants for the proj¬ 
ect. or In sellinc family units under the 
plan for apartment ownership, the mort¬ 
gagor will not discriminate against any 
family because It includes children. 

(2) The mortgagor will not sell the 
project while the mortgage Insurance Is 
In effect, unless the purchaser makes the 
certification required In subparagraph 
< 1) of this paragraph. 

(b) Transient or hotel purposes. The 
mortgagor shall certify under oath to the 
Commissioner that, so long as the mort¬ 
gage is Insured by the Commissioner, the 
mortgagor will not rent, permit the 
rental or permit the offering for rental 
of the housing, or any part thereof, cov¬ 
ered by such mortgage for transient or 
hotel purposes. For the purpose of this 
certificate, the term rental for transient 
or hotel purposes shall mean (1) rental 
for any period less than 30 days, or (2) 
any rental, if the occupant* of the hous¬ 
ing accommodations are provided cus¬ 
tomary hotel services such as room serv¬ 
ice for food and beverages, maid service, 
furnishing and Uunderlng of linens, and 
bellboy service. 

§ 234.570 Advance amortisation re¬ 
quirement*. 

If prior to the beginning of amortiza¬ 
tion net income, as defined by the Com¬ 
missioner, is received as a result of the 
operation of the project, such net In¬ 
come, to the extent determined by the 
Commissioner, shall be deposited in an 
escrow account pursuant to an agree¬ 
ment approved by the Commissioner. 
The agreement shall provide that dis¬ 
bursement shall be made only as directed 
by the Commissioner. 

Subpart D—Contract Rights and 
Obligations—Projects 

§ 231.751 Incorporation by reference. 

(a) All of the provisions of 85 207.251 
et scq. (Part 207, Subpart B) of this 
chapter covering mortgages Insured 
under section 207 of the National Hous¬ 
ing Act shall apply to mortgages insured 
under section 234(d) of such Act. 

<b> For the purposes of tills subpart, 
all references In Part 207 of this chapter 
to section 207 of the National Housing 
Act shall be construed to refer to sec¬ 
tion 234(d) of the act. 
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PART 235—MORTGAGE INSURANCE 
AND ASSISTANCE PAYMENTS FOR 
HOME OWNERSHIP AND PROJECT 
REHABILITATION 

Subpart A— Eligibility Raquir*fi»*nt»—Homts for 
Low or Incomo Pomlllt* 

Sec. 

2351 Incorporation by reference. 

235 5 Definitions used In this cubport. 
235.7 Application and commitment exten¬ 
sion fees. 

235.10 Eligible mortgagors. 

235.12 Sellers' reimbursement agreement. 

235.15 Eligible types of dwellings. 

235.20 Requirements far family unit In 

235 22 Mortgage provision*. 

235 25 Maximum mortgage amount. 

235.30 Increased mortgage amount—high 
coat areas. 

23535 Mortgagor's Investment. 

235.40 Late charge. 

235.45 Eligibility requirements for pur¬ 
chaser from rehabilitation sales 
project. 

Subpan 5—Contract Rights and Obligations— 
Homes for Lower Income Families 

235.201 Incorporation by reference. 

235 205 Deed In lieu of foreclosure. 

235 210 Request by Commissioner for as¬ 
signment of mortgage. 

235.215 Method of paying lnsuranoe bene¬ 
fits. 

235.220 Condition of property. 

SrxciAL Provisions Atfljcabl* Onlt to 
UosroAcn Involving Condominium Units 

235 221 Waived title objections. 

235.225 Changes in plan af apartment 
ownership. 

235330 Condition af muttlfamfly structure. 
235235 Certificate or statement of condi¬ 
tion. 

235 240 Assessment of taxes. 

235245 Certificate of tax assessment. 

235350 Cancellation of property lnsuranoe. 

5ubporl C—Assistance Payments—-Homs* far 
Lower Income Families 
235.301 Definitions. 

235305 Contract for assistance payments. 
235.310 Execution of assistance payment 
contract. 

235.315 Qualified homeowners. 

235.320 Limitation of sales price. 

235325 Qualified cooperative members. 
235330 Cooperative units eligible for assist¬ 
ance payments. 

235.335 Assistance payments and handling 
charges. 

235.340 Time of payment 
236345 Term of sect stance payment con¬ 
tract 

235 350 Mortgagor's biennial recertification. 
235.355 Mortgagor’s optional recertification. 
235.300 Adjustments in assistance payments. 
235.366 Mortgagee records. 

235370 Effect of assignment of mortgage 
with an assistance payment 
contract. 

235375 Termination of the assistance pay¬ 
ment contract. 

235.440 Effect of amendments. 

Subpart 0— Eligibility Requirement*— 
Rehabilitation Soles Projects 

235301 Incorporation by reforenoe. 

235 506 Definition of nonprofit mortgagor. 
235310 Application. 

235615 Special certifications—family unit 
ownership. 

236620 Application, commitment, and ln- 
■ Dect Ion fMM. 

235.525 Eligible mortgagors. 


Sec. 

235 530 Eligible types of property. 

235636 Maximum mortgage amount. 

235640 Maximum Interest rate. 

236.545 Application of payments. 

235650 I Ate charges. 

235 565 Prepayment privileges. 

235.560 Financial requirements. 

236666 Rental of housing units. 

Subpart E—Confroc! Rights and Obligations— 
Rehabilitation Sales Projects 

235.701 Incorporation by reference. 

235.706 Forbearance relief. 

235.710 Request by Commissioner for as¬ 
signment of mortgage. 

235.715 Payment af Insurance benefits. 
235.720 Adjusted premium charge. 

Svbport F—Assistance Payment*— 
Rehabilitation Sales Projects 

236.801 Assistance payment contract. 

235 805 Eligible mortgages. 

235610 Term of payments. 

235.815 Time af payments. 

235.820 Amount of assistance payments. 
235.825 Application of payments. 

235630 Mortgagee records. 

235635 Effect of assignment of mortgage. 
235.000 Effect of amendments. 

Atrraoamr: The provisions of this Part 
235 issued under sec. 211, 52 8tat. 23. as 
amended, sec. 235, 82 8taL 477, os amended; 
12 U6.C. 1715b, 1715s. 

Subpart A—Eligibility Require¬ 
ments—Homes for Lower Income 
Families 

§ 235.1 Incorporation by reference. 

(a) All of the provisions of Subpart 
A, Part 203 of this chapter concerning 
eligibility requirements of mortgagee 
covering one- to four-family dwellings 
under section 203 of the National Hous¬ 
ing Act apply to mortgagee Insured un¬ 
der section 235(1) of the National Hous¬ 
ing Act, except the following provisions: 

203.12 Application and commitment exten¬ 
sion fees. 

203.16 Certificate and contract regarding 

use of dwelling far transient or 
hotel purposes. 

203.17 Mortgage provisions. 

203.18 Maximum mortgage amounts. 

203.10 Mortgagor’s minimum investment. 
203.25 Late charge. 

203.28 Economic soundness of project. 
•20320 Eligible mortgages In Alaska, Guam, 
or Hawaii. 

203 33 Relationship of income to mortgage 
payments. 

203.36 Certificate and contract regarding 
use af dwelling for transient or 
hotel purposes. 

20368 Location of dwelling. 

203.42 Rental properties. 

203.43 Eligibility of miscellaneous type 

mortgages. 

203.44 Eligibility of open-end advances. 
20360 through 203.102 Insured home Im¬ 
provement loans. 

(b) For the purposes of thl6 subpart, 
all references In Part 203 of this chapter 
to section 203 of the Act shall be con¬ 
strued to refer to section 235 of the Act. 

S 255.5 Definitions used in this subparL 

As used In this subpart, the following 
terms shall have the meaning indicated: 

(a) "Adjusted annual income" means 
the annual family Income remaining 


after making certain exclusions from 
gross annual income. The following items 
shall be excluded, In the order listed, 
from family gross annual Income: 

(1) 5 percent of such gross annual In¬ 
come, in lieu of amounts to be withheld 
(social security, retirement, health In¬ 
surance. etc.). 

(2) Any unusual Income or temporary 
Income, as defined by the Commissioner 

<3) The earnings of each minor in the 
family who is living with such family, 
plus the sum of $300 for each such 
minor. 

(b) "Displaced family" means a fam¬ 
ily displaced from an urban renewal area, 
or as a result of a governmental action, 
or as a result of a major disaster as de¬ 
termined by the President. 

<c> "Family” means (1) two or more 
persons related by blood, marriage, or op¬ 
eration of law, who occupy the same 
dwelling or unit; (2) a handicapped per¬ 
son who has a physical Impairment 
which is expected to be of long-continued 
and indefinite duration, substantially 
impedes his ability to live independently, 
and is of such a nature that his ability to 
live independently could be Improved by 
more suitable housing conditions; or (3) 
a single person, 62 years of age or older 

(d) "Gross annual income" means the 
total Income, before taxes and other de¬ 
ductions. received by all members of the 
mortgagor’s household. There shall bo 
Included In this total income all wager, 
social security payments, retirement 
benefits, military and veteran’s dis¬ 
ability payments, unemployment bene¬ 
fits, welfare benefits, interest and divi¬ 
dend payments, and such other Income 
items as the Commissioner consider 
appropriate. 

(e) "Minor" means a person under the 
age of 21. As used in this subpart, minor 
shall not Include a mortgagor or ht* 
spouse. 

g 235.7 Application and commitment 
extension fee*. 

All of the provisions of § 203.12 of thU 
chapter, concerning application and 
commitment extension fees, apply to 
mortgages Insured under this part, ex¬ 
cept that the mortgagee shall not be re¬ 
quired to pay an application or a com¬ 
mitment extension foe where the dwell¬ 
ing or family unit involved is being re¬ 
leased from a project mortgage which is 
insured at the time of the release under 
one of the parts of this chapter. 

§ 235.10 Eligible mortgagor*. 

In order to be eligible under this sub¬ 
part, the mortgagor shall have assets and 
an annual Income within the limits pre¬ 
scribed by the Commissioner. 

§ 235.12 Seller** reimbursement agree¬ 
ment. 

In order to be eligible under this sub- 
part, if the mortgage covers a dwelling 
which is more than 1 year old on the date 
of the insurance commitment and the 
Insurance commitment was Issued after 
April 9, 1971, the following agreement 
must be executed by the proper parties: 
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SiTU LuV Rkuibukumkkt AcnrtwiKT 

FHA Cam No_ 

This Agreement rnacle in triplicate tbla 

__day of__ by and between 

__ hereinafter referred to an the 

ScUer(a), and the Federal Homing Adminis¬ 
tration, hereinafter referred to as the 
Insurer: 

eimwim 

Whereas, the Seller(i) deslre(e) to sell the 

premises located at --.-——- 

with a mortgage to be Insured under section 
23d Of the National Housing Act. 

Whereas, the Insurer will provide mortgage 
Insurance on said premises under section 
235 of the National Housing Act. 

1. Now, therefore. In consideration of the 
sale of a single-family dwelling located at 

<insert address, city, county, and State) 
which was more than 1 year old on 


(insert date of issuance of insurance 
commitment) 

and that the purchase of such dwelling Is 
being Ananced by a mortgage Insured under 
section 235 or the National Housing Act. and 
in order to Induce the buyer(s) and mortga¬ 
gor (•) to buy such dwelling and the Secre¬ 
tary of Housing and Urban Development to 
insure and subsidize such mortgage, the 
undersigned Seller hereby agrees, or Sellers 
hereby Jointly and severally agree, Intend¬ 
ing to be legally bound, to reimburse the 
Secretary for any payments made by him to 
correct or compensate the buyer (s) for struc¬ 
tural or other defects which seriously affect 
the use and livability of such dwelling, and 
hereby certify that no such defect now exists. 

(Strike out 2a, or 2 b.. whichever Is In¬ 
applicable. and have the 8eUer(s) and mort¬ 
gagee Initial opposite the part deleted.) 

2 a. The Seller(s) hereby cerUAeg(y) that 
he Is (they are) the current or most recent 
occupant(s) of the property being sold. 

2.b. The Seller(s) hereby certiAee(y) that 
he is (they are) not the occupant(s) of 
the property being sold and that he has 
(they have) deposited In escrow with 

________an amount equal- 

(Mortgagee) 

ling A percent of the sales price of the prop¬ 
erty covered by this agreement. (The escrow 
may be In the form of cash. bond, letter of 
credit, or any other assurance of payment 
satisfactory to the mortgagee collected or 
obtained at the time of closing.) The Sel¬ 
ler (■) hereby authorize(s) the holder of this 
escrow to transfer to the Insurer all or such 
part of these funds as the Insurer, in Its 
sole discretion, determines must be expended 
to correct or to compensate the purchaser 
for structural or other defects which seri¬ 
ously affect the use and livability of the 
premises. Seller(s) also hereby agree(s) to 
rctmburae the Insurer above and beyond the 
amount escrowed to repair the structural 
or othor defects covered by this agreement. 
Insurer's determination as to the necessity 
for, the reasonableness of the amount to be 
expended for. or the method to be used In 
performing such corrections or compensa¬ 
tion. shall be Anal and conclusive. 

The Insurer and Seller(■) hereby agree that 
any unused escrow funds set aside pursuant 
to this agreement Including any unused in¬ 
terest shall bo returned to the Sellcr(s) by 
the escrow holder on the Amt day of the 
fourteenth month following the date of the 
Insurance of the mortgage or at such earlier 
time as may be approved by the Insurer. 

The mortgagee hereby acknowledges re¬ 
ceipt from the Seller (s) of __ In the 

form of_(Indicate whether de¬ 

posit In cash or other form) which It agrees 
to hold In eecrow and to disburse only In 
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accordance with the terms of this agree¬ 
ment; and that. If the eacrow Is in the form of 
cash, it will place such cash In an Interest 
bearing account Insured by FDIC or F8LIC 
under which all interest accrued will be 
added to the amount escrowed. 

9. The Seller (s) agree (a) to keep the mort¬ 
gagee Informed of any change in address and 
the Seller(s) understand (a) that a refusal 
to satisfy a claim under this agreement could 
result In a denial to him (them) of future 
participation In HUD programs. 

WARNING 

Section 1010 of title 18. UA.C^ “Federal 
Housing Administration transactions/* pro¬ 
vides: “Whoever, for the purpose of • • • 
Influencing In any way the action of such 
Administration • • • makes, passes, utters, 
or publishes any statement, knowing the 
same to be false • • • shall be Aned not 
more than $5,000 or Imprisoned not more 
than 2 years, or both.'* 

In Testimony Whereof, the parties hereto 
affix their signatures and seals the day and 
year Ant above mentioned. 


(Seiler) 

’(Seller) 

(Address) 

Federal Housing Administration. Depart¬ 
ment of Housing and Urban Development. 

By:.. 


By: 


Mortgagee 


Address 

In the event that the mortgagee ob¬ 
tains neither the Sellers' certification as 
to occupancy nor the 5 percent deposit 
required under the Sellers' Reimburse¬ 
ment Agreement, the mortgagee shall be 
liable to reimburse the Secretary in an 
amount not to exceed 5 percent of the 
sales price. Jointly and severally with the 
Sellers). 

§ 235.15 Eligible types of dwellings. 

The mortgage shall involve one of the 
following types of dwellings: 

(a) A single family dwelling, concern¬ 
ing which the application for insurance 
is approved by the Commissioner prior to 
the beginning of construction or prior 
to the beginning of rehabilitation. 

(b> A two-family dwelling, one of the 
units of which is to be occupied by the 
owner, if the dwelling Is purchased with 
the assistance of a nonprofit organiza¬ 
tion and is approved by the Commis¬ 
sioner prior to the beginning of substan¬ 
tial rehabilitation. 

(c) A one-family unit in a condomin¬ 
ium project (together with an undivided 
Interest in the common areas and fa¬ 
cilities serving the project) which Is 
released from a multifamily project, the 
construction or substantial rehabilita¬ 
tion of which shall have been oompleted 
not more than 2 years prior to the 
filing of the application for assistance 
payments under Subpart C of this port. 
The family unit shall have had no 
previous occupant other than the 
mortgagor. 
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(d) An existing single family dwelling 
or a family unit in an existing condo¬ 
minium project which meets such stand¬ 
ards as the Commissioner may prescribe 
and which Is to be occupied by a mort¬ 
gagor of one of the following types: 

(1) A displaced family. 

(2) A family that has been occupying 
low rent public housing. 

(3) A family with five or more minor 
persons. 

(e) A family unit In an existing project 
which is released from a multifamily 
project covered by a mortgage Insured 
pursuant to § 236.1 et scq. or which Is 
released from a multifamily project In 
which the housing owner has been re¬ 
ceiving rent supplement payments pur¬ 
suant to i 5.1 et scq. of this title. 

(f) An existing single family dwelling 
or a family unit in an existing con¬ 
dominium project concerning which as¬ 
sistance payments have been made on 
behalf of the previous owner of the dwell¬ 
ing or family unit, if the previous owner 
was the mortgagor under a mortgage 
insured pursuant to § 235.45. 

<g) An existing single family dwelling 
or a family unit In an existing con¬ 
dominium project which meets such 
standards as the Commissioner pre¬ 
scribes and concerning which an applica¬ 
tion for assistance payments is filed 
pursuant to I 235.301 et seq. and ap¬ 
proved prior to July 1,1971. 

g 235.20 Requirement* for family unit 
in condominium. 

Where the dwelling Involved is a one- 
family unit in a condominium project, 
the following additional requirements 
shall be met: 

(a) FHA project financing. The proj¬ 
ect in which the family unit is located 
shall (except where it Involves II or less 
units) have been financed with a mort¬ 
gage which is or has been insured under 
any of the FHA multifamily housing 
programs other than sections 213(a)(1) 
and 213(a)(2) of the National Housing 
Act. 

(b> Plan of apartmant oumership . The 
project in which the family unit is 
located shall have been committed to a 
plan of apartment ownership by enabling 
deed, deed of constitution, public deed, 
or other recorded Instrument which has 
been approved by the Commissioner and 
which is certified by the mortgagee as 
acceptable and binding within the juris¬ 
diction where the project is located. 

(c> Certificate by mortgagee . The 
mortgagee shall certify as to each of the 
following: 

(1) That the individual deed for the 
family unit to be covered by an FHA- 
lnsured mortgage complies with all legal 
requirements of the Jurisdiction and that 
ownership thereunder Is subject to the 
plan of apartment ownership. 

(2) That the mortgagor lias good and 
marketable title to the family unit sub¬ 
ject only to the mortgage which is a 
valid first lien on the property. 

(3) That the family unit Is assessed 
and subject to assessment for taxes per¬ 
taining to the unit. 
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<d> FHA controls for consumer and 
public tnterest. The Commissioner may 
require the execution of a regulatory 
agreement which shall be made ap¬ 
plicable to any association of owners and 
to any subsequent owner of a family 
unit. The Commissioner may impose 
such additional conditions and provi¬ 
sions as he deems necessary for the 
protection of the consumer and public 
interest. 

(e) Mortgage covenant concerning 
common expenses and assessments. 
The mortgage shall contain a covenant 
by the mortgagor to pay the allocated 
share of the common expenses or assess¬ 
ments and charges by the Association of 
Owners as provided in the Plan of Apart¬ 
ment Ownership and a provision ap¬ 
proved by the Commissioner by which 
the regulatory agreement is incorporated 
In and made a part of the mortgage. 

(f) Dejlnifion of term 44 assessment 
As used in the mortgage, the term 
"assessment", except where it refers to 
assessments and charges by the Associa¬ 
tion of Owners, shall mean special 
assessments by State or local govern¬ 
mental agencies, districts or other pub¬ 
lic taxing or assessing bodies. 

§ 235.22 Mortgage pro* t»iou*. 

(a> Mortgage form. The mortgage 
shall be executed upon a form approved 
by the Commissioner tor use in the juris¬ 
diction In which the property covered 
by the mortgage is situated and shall be 
a first lien upon property that conforms 
with property standards prescribed by 
the Commissioner. The entire principal 
amount of the mortgage must have been 
disbursed to the mortgagor or to his 
creditors for his account and with his 
consent. 

(b) Mortgage multiples. The mortgage 
shall involve a principal obligation in 
multiples of $50. 

(c> Payments. The mortgage shall: 

(1) Come due on the first of the 
month. 

(2) Have an amortization period of 
either 10, IB. 20, 25. 30. 35, or 40 years 
by providing for either 120, 180. 240. 300. 
360, 420. or 480 monthly amortization 
payments. 

(d) Maturity . (1) The mortgage shall 
provide for complete amortization not to 
exceed 30 years from the date of the 
beginning of amortization of the mort¬ 
gage. except that such maturity may be 
35 or 40 years in the case of any mort¬ 
gagor. If it is determined by the Com¬ 
missioner that the mortgagor is not able 
to make the required payments under a 
mortgage having a shorter amortization 
period and if each of the following re¬ 
quirements is met: 

(i) The dwelling was approved for 
mortgage insurance by the Commissioner 
or by the Farmers Home Administration 
prior to the beginning of construction or 
approved for guaranty, insurance, or 
direct loan by the Administrator of Vet¬ 
erans* AfTairs prior to such construction. 

(11) The dwelling was Inspected by the 
Commissioner or by the Farmers Home 
Administration and found to have been 
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completed in compliance with the terms 
of the FHA commitment, or Inspected by 
the VA and found to have been com¬ 
pleted in compliance with the terms of 
the VA Certificate of Reasonable Value. 

(2) No mortgage shall have a maturity 
exceeding three-quarters of the Commis¬ 
sioner’s estimate of the remaining eco¬ 
nomic life of the building improvements. 
If this limitation results in a term of less 
than 15, 20. 25. 30. 35. or 40 years, the 
term shall be adjusted to the next lower 
5-year period. 

§ 235.25 Maximum mortgage amount. 

A mortgage shall not exceed the fol¬ 
lowing: 

(a) $18,000 for a single-family dwell¬ 
ing or a one-family unit in a condomin¬ 
ium project, except that such amount 
may be increased to $21,000 in the case 
of a family with five or more persons. 

<b) $24,000 for a two-family dwelling. 

S 235.30 Incrravfd mortgage amount— 
high coat area*. 

In any geographical area where the 
Commissioner finds cost levels so require, 
the Commissioner may Increase the dol¬ 
lar amount limitations set forth in 
i 235.25 to an amount not to exceed the 
following: 

(a) $21,000 for a single-family dwell¬ 
ing or a one-family unit in a condomin¬ 
ium project, except that such amount 
may be Increased to $24,000 in the case 
of a family with five or more persons. 

(b) $30,000 for a two-family dwelling. 
§ 235.35 Mortgagor’* investment. 

(a) At the time a mortgage is in¬ 
sured, the mortgagor shall have paid on 
account of the property either of the 
following amounts: 

U) $200, if the mortgagor’s adjusted 
annual income is not in excess of 135 
percent of the maximum limits estab¬ 
lished in the area for Initial occupancy 
in public housing dwellings. 

(2) 3 percent of the Commissioner's 
estimate of the cost of acquisition. If the 
mortgagor's adjusted annual Income ex¬ 
ceeds 135 percent of the maximum limits 
established in the area for initial occu¬ 
pancy in public housing dwellings. 

(b) The mortgagor’s payment of the 
Investment prescribed in paragraph (a) 
shall be in cash or its equivalent. This 
Investment may be applied for the pay¬ 
ment of closing costs and initial pay¬ 
ments for taxes, hazard insurance premi¬ 
ums, mortgage insurance premiums, and 
other prepaid expenses. 

8 235.40 Late charge. 

A late charge may be collected by the 
mortgagee for each payment more than 
15 days In arrears, but such charge shall 
not exceed 2 cents for each dollar of the 
mortgagor's share of the monthly pay¬ 
ment. Such charge shall be separately 
billed to and collected from the mortga¬ 
gor and shall not be deducted from any 
aggregate monthly payment. Such charge 
shall not be included in the assistance 
payment. 


§ 235.45 Eligibility requirement! for 
purchaser from rehabilitation sale* 
p r o j e ct 

fa) Except as provided in this section, 
all of the provisions of this subpart shall 
apply to the Insurance under section 
235 (J) (4) of the National Housing Act 
of a mortgage financing the purchase by 
a lower income person from a rehabili¬ 
tation sales project of a single or two- 
family dwelling or a family unit in a 
condominium project. The rehabilitation 
sales project shall be financed with a 
mortgage insured under either section 
221(h)(1) of the National Housing Act 
or section 235<J> (1) of such Act. 

(b) The mortgagee shall not be re¬ 
quired to pay an application or commit¬ 
ment extension fee. 

<c) The mortgage shall comply with 
each of the following requirements: 

(1) It shall involve a principal obliga¬ 
tion in an amount not exceeding that 
portion of the unpaid balance of the 
project mortgage which Is allocable to 
the dwelling or family unit being 
purchased. 

(2) It shall bear interest at the maxi¬ 
mum rate permitted under 9 203.20 at the 
time the commitment tor insurance was 
issued tor the project mortgage. 

(3) It shall be limited to the term of 
the project mortgage remaining at the 
time of the purchase. 

(d) The purchase price of the dwelling 
or family unit shall equal that portion 
of the unpaid balance of the project 
mortgage which is allocable to the dwell¬ 
ing or family unit plus such additional 
amount, not less than $200, as the Com¬ 
missioner may determine to be reason¬ 
able. This additional amount may be paid 
in cash or its equivalent, and may be 
applied in whole or In part toward clos¬ 
ing costs. It shall be paid by the mortga¬ 
gor in lieu of the minimum Investment 
prescribed in 9 235.25. 

(c) The mortgagor shall be required to 
have an annual income within the lim¬ 
its prescribed by the Commissioner, but 
the asset limits prescribed for mort¬ 
gagors under mortgages Insured pursu¬ 
ant to 99 235.1 through 235.40 shall not 
be applicable. 

Subpari 6—Contract Rights and Obli¬ 
gations—Homes for Lower Income 

Families 

§ 235.201 Incorporation by reference. 

(a) All of the provisions of Subpart 
B. Part 203 of this chapter covering 
mortgages Insured under section 203 of 
the National Housing Act apply to mort¬ 
gages insured under section 235 of the 
National Housing Act. except the follow¬ 
ing provisions: 

Sec. 

203 305 Open-end advance subject to open- 
end charge. 

203.300 Method of payment of open-end 
charge. 

203.307 Calculation, amount, and due date 

of open-end charge. 

203.308 Duration of open-end charge. 

203 300 Pro rata payment of open-end 
charge. 
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203.557 Deed In lieu of foreclosure. 

203.372 Adjustment for fire, flood, earth¬ 
quake, or tornado damage. 

203.380 Certificate of property condition. 
203.382 Waived title objections. 

203.400 Method of payment. 

203.420 Nature of Mutual Mortgage Insur¬ 

ance Fund. 

203.421 Allocation of Mutual Mortgage In¬ 

surance Fund income or lose. 

203.422 Right* and liability under Mutual 

Mortgage Insurance Fund. 

203 423 Distribution of distributive shares. 

203.424 Maximum amount of distributive 

aharaa 

203.425 Finality of determination. 

203.420 Inapplicability to housing In older, 

declining urban areas. 

203.440 through 203.425 Insured home im¬ 
provement loans. 

(b) The term •'property** or 'each 
family dwelling unit" as used In 
99 203.251 through 203.435 of this chapter 
(Part 203, Subpart B) shall, when used 
In connection with a family unit In a 
condominium, be construed to Include 
' a one-family unit and the undivided in¬ 
terest In the common areas and facili¬ 
ties". 

9 233.203 Deed in lieu of foreclosure. 

All of the provisions of 9 203.357 of this 
chapter relating to the acceptance of a 
deed in lieu of foreclosure shall apply to 
mortgages Insured under this part, except 
that where a family unit in a condo¬ 
minium is Involved, the deed In lieu of 
foreclosure may be accepted only if the 
mortgagee establishes to the satisfaction 
of the Commissioner that there are no 
unpaid assessments owed to the asso¬ 
ciation or cooperative of owners. 

S 235.210 Request liy Comminioiirr for 
alignment of mortgage. 

The mortgagee shall, when requested 
by the Commissioner, assign to the Com¬ 
missioner a mortgage on which assist¬ 
ance payments are being made pursuant 
to the provisions of i 235.301 et seq. If 
the mortgage is not in default when the 
Commissioner requests Its assignment, 
the first day of the month following the 
Commissioner's request shall be consid¬ 
ered as the date of default for the pur¬ 
poses of computing the insurance ben¬ 
efits. 

§ 235.215 Method of paying insurance 
benefits. 

If the application for insurance bene¬ 
fits is acceptable to the Commissioner, 
the insurance claim shall be paid in cash, 
unless the mortgagee flics a written re¬ 
quest with the application for payment 
in debentures. If such a request is made, 
the claim shall be paid in debentures is¬ 
sued in multiples of $50, with any balance 
less than $50 to be paid in cash. 

§ 235.220 Condition of property. 

All of the provisions of 9 203.379 re¬ 
lating to the adjustment of the insur¬ 
ance claim for fire, flood, earthquake or 
tornado damage and all of the provisions 
of 9 203.380 requiring the mortgagee to 
certify as to the condition of the prop¬ 
erty shall apply to mortgages insured 
under this subpart with the exception of 
mortgages involving condominium units. 
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Sections 235.230 and 235.235 contain the 
comparable provisions applicable to 
mortgages involving condominium units. 

Special Provisions Applicable Onlt to 

Mortgages Involving Condominium 

Units 

§ 235.221 Waived title objection*. 

(a) General provisions. All of the pro¬ 
visions of 9 203.389 of this chapter (re¬ 
lating to the waiver by the Commissioner 
of objections to title) shall apply to 
mortgages Insured under this subpart, 
with the exception of mortgages Involv¬ 
ing condominium units. 

(b) Provisions applicable to condo¬ 
miniums. Where the mortgage involves 
a condominium unit, the Commissioner 
shall not object to title by reason of the 
following matters: 

(1) Violations of a restriction based 
on race, color or creed, even where such 
restriction provides for a penalty of re¬ 
version or forfeiture of title or a lien for 
liquidated damage. 

(2) Easements for public utilities 
along one or more of the property lines, 
provided the exercise of the rights there¬ 
under do not interfere with any of the 
buildings or improvements located on the 
subject property. 

(3) Encroachments on the subject 
property by improvements on adjoining 
property, provided such encroachments 
do not interfere with the use of any im¬ 
provements on the subject property. 

(4) Variations between the length of 
the subject property lines as shown on 
the application for Insurance and as 
shown by the record or possession lines, 
provided such variations do not interfere 
with the use of any of the improvements 
on the subject property. 

(5) Customary buildings or use re¬ 
strictions for breach of which there is no 
reversion and which have not been vio¬ 
lated to a materia] extent. 

S 235.225 Changes In plan of apartment 
ownership. 

The mortgagee shall notify the Com¬ 
missioner of any change in the plan of 
apartment ownership and in the admin¬ 
istration of the property. Such notifica¬ 
tion shall be given either at the time of 
the conveyance of the property or at the 
time of the assignment of the mortgage. 
Any change in such plan shall require 
approval by the Commissioner. 

§ 235.230 Condition of multifamtly 
•tructure. 

(a) When a family unit is conveyed 
or a mortgage is assigned to the Com¬ 
missioner, the family unit and the com¬ 
mon areas and facilities (including re¬ 
stricted common areas and facilities) 
designated for the particular unit shall 
be undamaged by fire, earthquake, tor¬ 
nado, or boiler explosion. If the property 
has been damaged, either of the follow¬ 
ing actions shall be taken: 

(1) The property may be repaired 
prior to its conveyance or prior to the 
assignment of the mortgage to the Com¬ 
missioner. 

(2) With the prior approval of the 
Commissioner, the property may be con¬ 
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veyed or the mortgage assigned to the 
Commissioner without repairing the 
damage. In such instances, the Commis¬ 
sioner shall deduct from the insurance 
benefits either his estimate of the de¬ 
crease in value of the family unit or the 
amount of any Insurance recovery re¬ 
ceived by the mortgagee, whichever 
amount is the greater. 

(b> If the property has been damaged 
by fire and such property was not cov¬ 
ered by fire insurance at the time of the 
damage, the mortgagee may convey the 
property or assign the mortgage to the 
Commissioner without deduction from 
the insurance benefits for any loss oc¬ 
casioned by such fire if the following 
conditions are met: 

(1) The property shall have been cov¬ 
ered by fire insurance at the time the 
mortgage was insured. 

(2) The fire Insurance company shall 
have later canceled or refused to renew 
the policy. 

(3) The mortgagee shall have notified 
the Commissioner within 30 days (or 
within such further time as the Com¬ 
missioner may approve) of the cancella¬ 
tion of the fire insurance or of the re¬ 
fusal of the insuring company to renew 
the fire insurance. This notification shall 
have been accompanied by a certification 
of the mortgagee that diligent efforts 
were made, but it was unable to obtain 
fire insurance coverage at reasonably 
competitive rates and that It will con¬ 
tinue its efforts to obtain adequate fire 
Insurance coverage at competitive rates. 

§ 235.235 Certificate or •talement of 
condition. 

(a) At the time of conveyance of the 
property or assignment of the mortgage 
to the Commissioner, the mortgagee 
shall, as of the date of the filing for 
record of the deed or assignment, either: 

(1) Certify that the conditions of 
f 235.230(a) have been met; or 

(2) Submit & statement describing 
any such damage that may still exist. 

(b) In the absence of evidence to the 
contrary, the mortgagee's certificate or 
its statement as to damage shall be ac¬ 
cepted by the Commissioner as establish¬ 
ing the condition of the family unit and 
the common areas and facilities includ¬ 
ing restricted common areas and facil¬ 
ities designated for the particular unit. 

§ 235.240 AMctnnfnt of taxea. 

When a family unit Is conveyed to the 
Commissioner or a mortgage U assigned 
to the Commissioner, the unit shall be 
assessed and subject to assessment for 
taxes pertaining only to that unit. 

§ 235.245 Certificate of tax aMc&umrnL 

Tlic mortgagee shall certify, as of the 
date of filing for record of the deed or 
assignment of the mortgage to the Com¬ 
missioner. that the family unit is as¬ 
sessed and subject to assessment for taxes 
pertaining to that unit. 

§ 235.250 Cancellation of property in- 
■urnncc. 

The provisions of 9 203.382, relating to 
the cancellation of hazard Insurance 
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upon filing for record of the deed to the 
Commissioner, arc Incorporated by refer¬ 
ence and shall apply to hazard Insurance 
policies carried solely for the family unit. 

Subpart C—Assistance Payments— 

Homes for Lower Income Families 

§ 235.501 Definition*. 

The definitions contained In § 235.5 
shall apply to this subpart. In addition 
the term “assistance payment" means 
that portion of a homeowner’s or co¬ 
operative member’s monthly mortgage 
payment which the Commissioner be¬ 
comes obligated to pay under an assist¬ 
ance payment contract. 

§ 235.305 Contract for auiiUncc pay* 
menu. 

This subpart shall constitute the con¬ 
tract between the mortgagee and the 
Commissioner for assistance payments 
pursuant to section 235(b) of the Na¬ 
tional Housing Act. 

§ 235.310 Execution of amtiatancr pay¬ 
ment con tract. 

(a) Homeowners . The Issuance of a 
mortgage Insurance certificate pursuant 
to I 235.1 et seq. shall also constitute the 
execution of the assistance payment con¬ 
tract with respect to the mortgage being 
Insured. 

(b) Cooperative members. The Issu¬ 
ance of a certificate approving an appli¬ 
cation filed on behalf of a cooperative 
member shall constitute the execution of 
the assistance payment contract with re¬ 
spect to member named In the certificate. 

§ 235.315 Qualified homeowners. 

To qualify for assistance payments, 
the homeowner shall have, at the time 
of application for assistance, assets and 
an adjusted annual income which come 
within the limits established by the Com¬ 
missioner. and shall be a mortgagor 
under a mortgage Insured or to be In¬ 
sured pursuant to Subparts A and B of 
this part, 

§ 235.320 I.imitation of sale* price. 

To qualify for assistance payments, the 
homeowner shall not have paid in con¬ 
nection with the purchase of the property 
with respect to which assistance pay¬ 
ments are to be made more than the 
Commissioner’s estimate of value of such 
property. 

§ 235.325 Qualified cooperative mem¬ 
ber#. 

To qualify for assistance payments, 
the cooperative member shall have, at 
the time of application for assistance, 
assets and an adjusted annual income 
which come within the limits established 
by the Commissioner, and shall be one 
of the following: 

<a) A member of a cooperative asso¬ 
ciation which operates a housing project 
which has been constructed or substan¬ 
tially rehabilitated not more than two 
years prior to the filing of the applica¬ 
tion for assistance payments and which 
is financed with a mortgage insured 
under 55 213,1 through 213.280 of this 
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chapter. The dwelling unit occupied 
by the cooperative member shall have 
had no previous occupant. 

(b) A member of a cooperative associ¬ 
ation which operates an existing housing 
project financed with a mortgage insured 
under 55 213.1 through 213.280 of this 
chapter, if such member has acquired 
membership and occupancy rights from 
one who was receiving assistance 
payments. 

<c) A member of a cooperative asso¬ 
ciation which operates an existing hous¬ 
ing project financed with a mortgage in¬ 
sured under 55 213.1 through 213.280 
of this chapter, if such member meets 
one of the following qualifications: 

(1) The member shall qualify as a dis¬ 
placed family. 

(2) The member’s family shall In¬ 
clude five or more minor persons. 

(3) The member's family shall have 
been occupying low-rent public hous¬ 
ing at the time the application for as¬ 
sistance payments Is filed. 

§ 235.330 Cooperative unit# eligible for 
a#»i*tnnce pavmrnK 

The maximum amount of the mortgage 
attributed to the dwelling unit of the 
cooperative member shall not exceed 
$18,000 except that such amount may be 
increased to $21,000 in the case of a fam¬ 
ily of five or more persons. These 
amounts may be increased to $21,000 and 
$24,000 respectively. In any geographical 
area where the Commissioner finds the 
cost levels so require. 

§ 235.335 Aaaistancc payments and han¬ 
dling r barges. 

(a) The assistance payment on behalf 
of a mortgagor shRll be the lesser of the 
following: 

(1) The difference between 20 percent 
of the homeowner's or cooperative mem¬ 
ber’s adjusted monthly income and the 
required monthly payment under the 
mortgage for principal, interest, taxes, 
insurance, and mortgage insurance pre¬ 
mium. 

(2) The difference between the re¬ 
quired monthly payment under the mort¬ 
gage for principal, interest, and mort¬ 
gage insurance premium and the 
monthly payment which would be re¬ 
quired for principal and interest if the 
mortgage bore an interest rate of one 
percent. 

(b> The assistance payment on be¬ 
half of a cooperative member shall be 
in an amount computed by using the 
formula prescribed in paragraph (a) of 
this section and applying the coopera¬ 
tive member’s proportionate share of the 
obligation under the project mortgage to 
the items set forth in the formula. 

<c) In addition to the assistance pay¬ 
ment referred to in paragraphs (a) and 
<b) of this section, the mortgagee shall 
be entitled to the monthly payment of 
an amount the Commissioner deems suf¬ 
ficient to reimburse the mortgagee for its 
expense In handling the mortgage. 

§235.310 Time of payment. 

The assistance payment shall be due 
on the first day of each month and shall 


be paid upon the receipt of a billing, on a 
form prescribed by the Commissioner, 
from the mortgagee or its authorized 
agent. 

§ 235.315 Term of tMinUinre contract. 

<a> Homeowners. The term of the as¬ 
sistance payment contract shall begin on 
the date of disbursement of mortgage 
proceeds as shown on the commitment 
for insurance and shall continue until 
the contract is terminated pursuant to 
5 235.375. 

(b) Cooperative members . The term 
of the assistance payment contract shall 
begin on the date of issuance of a cer¬ 
tificate approving an application filed on 
behalf of a cooperative member and 
shall continue until the contract Is 
terminated pursuant to 5 235.375. 

§ 235.350 Mortgagor's biennial recertifi¬ 
cation. 

The mortgagee shall obtain from the 
homeowner (or from the cooperative as¬ 
sociation on behalf of the cooperative 
member) a biennial recertification as to 
occupancy, employment, income, and 
family composition. This recertification 
shall be on a form prescribed by the 
Commissioner. 

§ 235.355 Mortgagor'# optional recerti¬ 
fication. 

Upon request of the mortgagor or co¬ 
operative member, the mortgagee may 
accept (during the first year following 
the execution of the assistance payment 
contract or during the first year following 
a biennial recertification) a recertifica¬ 
tion as to occupancy, employment, in¬ 
come. and family composition. This re¬ 
certification shall be on a form prescribed 
by the Commissioner. 

§ 235.360 Adjustment* in a**i»lanrr 
pay menu. 

The mortgagee shall moke appropri¬ 
ate adjustments In the amount of the 
requested assistance payments to reflect 
changes shown in the biennial or op¬ 
tional recertification of the homeowner 
or cooperative member. These adjust¬ 
ments shall not be retroactive. In the 
case of a biennial recertification, the 
adjustment shall apply only to the 
assistance payment for the next 2-year 
period. In the case of an optional recer¬ 
tification. the adjustment shall apply 
only to the assistance payment at the 
beginning of the second year of the cur¬ 
rent 2-year period. 

§ 235.365 Mortgagee record*. 

The mortgagee shall maintain such 
records as the Commissioner may require 
with respect to the mortgagor’s pay¬ 
ments, the mortgage assistance payments 
received from the Commissioner, and the 
biennial recertifications of financial 
status from the homeowmer or mort¬ 
gagor. 8uch records shall be kept on file 
for a period of time and in a maimer 
prescribed by the Commissioner and shall 
be made available, when requested, for 
review and inspection by the Commis¬ 
sioner or the Comptroller General of 
the United States. 
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§ 235.370 Effect of •alignment of mort- 
gage with an •asUumce payment con¬ 
tract. 

Where a mortgage covered by an assist¬ 
ance payment contract Is sold to another 
approved mortgagee, the buyer shall suc¬ 
ceed to all the rights and become bound 
by all the obligations of the seller under 
such contract. 

§ 23S.375 Termination of the assistance 
payment contract. 

(a) The assistance payment contract 
shall be terminated when any one of the 
following events occurs: 

(1) The contract of mortgage Insur¬ 
ance Is terminated, except where the 
mortgage has been assigned to the 
Commissioner. 

(2) The homeowner or cooperative 
member ceases to occupy the property, 
except in the following Instances: 

(I) Where the property is purchased 
by a homeowner who assumes the 
mortgage obligation and who meets the 
Income and asset requirements pre¬ 
scribed by the Commissioner. 

(II) Where the cooperative member 
transfers his membership and occupancy 
rights to a new member who meets the 
income and asset requirements prescribed 
by the Commissioner. 

(3) The mortgagee determines that 
the homeowner or cooperative member 
ceases to qualify for the benefits of as¬ 
sistance payments by reason of his In¬ 
come Increasing to an amount enabling 
him to pay the full monthly mortgage 
payment by using 20 percent of his 
income. 

(4) Foreclosure is Instituted or the 
property Is acquired by means other than 
foreclosure by the mortgagee or the 
Commissioner. 

(b) Upon termination of the assist¬ 
ance payment contract, the payment 
due on the first day of the month in 
which the termination occurs shall be 
the last payment to which the mortgage 
shall be entitled. 

(c) The termination of the assistance 
payment contract, where the mortgage 
Insurance contract is not simultaneously 
terminated, shall have no effect on the 
mortgage insurance contract. 

<d> Where the assistance payment 
contract is terminated as a result of the 
institution of foreclosure and the fore¬ 
closure action Is subsequently dismissed, 
the assistance payment contract may be 
reinstated by the Commissioner, in his 
discretion and on such conditions as he 
may prescribe. In the event of such rein¬ 
statement, assistance payments will be 
made to the mortgagee for those months 
during which such payments were 
suspended. 

§ 235.499 Effect of amendment*. 

The regulations in this subpart may 
be amended by the Commissioner at any 
time and from time to time, in whole or 
in part, but such amendment shall not 
adversely affect the Interests of a mort¬ 
gagee under an existing contract for 
assistance payments. 


RULES AND REGULATIONS 

Subport D—Eligibility Require¬ 

ments—Rehabilitation Soles Proj¬ 
ects 

6 235.501 Incorporation by reference. 

(a) All of the provisions of Subpart 
C. Part 221 of this chapter, concerning 
eligibility requirements of moderate In¬ 
come projects under section 221 of the 
National Housing Act. apply with full 
force and effect to rehabilitation sales 
projects insured under section 235 (J) of 
the National Housing Act. except the 
following provisions: 

Sec. 

221.501 Certificate by Secretary to Commis¬ 

sioner. 

221.502 Application. 

221.503 Application foe. 

321.504 Commitment fee. 

221.505 Inspection fee. 

231.506 Feee on Increases. 

221.510 Eligible mortgagors. 

221 514 Maximum mortgage amounts. 
2212115 Adjusted mortgage amount—re¬ 
habilitation projects. 

221 518 Maximum Interest rate. 

221.523 Application of payments. 

221.524 Prepayment privileges. 

221.525 Late charges. 

221.531 Supervision applicable to general 

mortgagors. 

221.532 Supervision applicable to limited 

distribution mortgagors. 

221.633 Supervision applicable to coopera¬ 
tive and Investor sponsor mort¬ 
gagors. 

221.534 Supervision applicable to coopera¬ 

tive mortgagors. 

221.535 Supervision applicable to investor 

sponsor mortgagors. 

221.535a Supervision applicable to builder- 
seller mortgagors. 

221.536 Occupancy requirements applicable 

to all mortgagors. 

2214537 Additional occupancy require¬ 
ments: preferred purchasers or 
tenants. 

221 540 Financial requirements. 

221.543 Advance amortisation. 

221.545 Development of property. 

221.546 Commercial and community facili¬ 

ties. 

221.550 Eligibility of miscellaneous type 
mortgagors. 

221.559b Eligibility for Insurance under sec¬ 
tion 221 (J) of mortgage financing 
purchase of existing project by 
cooperative. 

221.560 Eligibility of refinanced mortgage. 
221.575 Protection of work In process. 

(b) For the purposes of this subpart, 
ail references in Part 221 of this chapter 
to a rehabilitation sales mortgagor shall 
be construed to refer to a mortgagor un¬ 
der a mortgage Insured pursuant to the 
provisions of this subpart. 

§233.503 Definition of “nonprofit 
mortgagor**. 

As used In this subpart, the term “non¬ 
profit mortgagor" shall mean a corpora¬ 
tion or association organized for purposes 
other than the making of profit or gain 
for Itself or persons Identified therewith 
and which the Commissioner finds Is 
neither controlled by nor under the direc¬ 
tion of persons or firms seeking to derive 
profit or gain therefrom. Such a mort¬ 
gagor shall be subject to such regulation 
or supervision as to rents, charges and 
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methods of operation as the Commis¬ 
sioner deems necessary to effectuate the 
purposes of this subpart. 

§ 235.510 Application. 

(a) An application for Insurance of a 
mortgage on a project shall bo submitted 
to the local FHA office by an approved 
mortgagee and by the sponsors of the 
project. Such application shall bo on an 
approved FHA form. 

<b) No application shall be considered 
unless the following requirements are 
met: 

(1) All of the exhibits called for in 
the application are submitted to the 
Commissioner. 

(2) The Commissioner has allocated 
to the project funds for assistance pay¬ 
ments. 

(3) Fees as required In 8 235.520 are 
remitted. 

§ 235.515 Special certifications—family 
unit ownership. 

Where the project Is to Involve the 
type of property described In 
9 235.530(c). the following certification 
shall be submitted with the application 
for Insurance: 

(a) Mortgagee’* certificate . A certi¬ 
fication by the mortgagee that the law 
of the jurisdiction will permit the project 
to be converted to a plan of apartment 
ownership which will meet the require¬ 
ments of this part. 

(b) Mortgagor'* certificate. A certifi¬ 
cation by the mortgagor that it intends, 
upon completion of the project, to com¬ 
mit the ownership of the project to a 
plan of apartment ownership under 
which each family unit in the project 
vldual mortgages insured pursuant to 
will be eligible for financing under lndl-. 
9 235.1 et seq. The mortgagor shall also 
certify that it Intends faithfully and dili¬ 
gently to make all reasonable effort 
to establish the plan of apartment 
ownership. 

§235.520 Application, commitment, 
anil inspection fee*. 

A combined Application, commitment, 
and inspection fee In the amount of $40 
per dwelling unit to be contained in the 
proposed project shall be paid with the 
filing of the application. A subsequent 
application for an increase in the num¬ 
ber of units to be contained In the proj¬ 
ect shall be accompanied by a payment 
of an additional fee in the amount of 
$40 for each additional unit. 

§ 235.525 Eligible mortgagor*. 

A mortgage shall be executed by a 
mortgagor that is a nonprofit organiza¬ 
tion or a public body or agency and is 
approved by the Commissioner. Such 
mortgagor shall engage in the following 
undertaking: 

(a) The purchase of housing and the 
rehabilitation of such housing, if it is 
deteriorating or substandard. 

<b) The sale of such housing, under 
terms and conditions satisfactory to the 
Commissioner, to Individuals or families 
meeting the income criteria prescribed 
for a mortgagor whose mortgage Is in¬ 
sured under | 235.1 ct seq. 
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§ 235.530 Eligible type* of properly. 

To bo eligible for Insurance, the prop¬ 
erty shall consist primarily of substand¬ 
ard or deteriorating housing which Is to 
be rehabilitated, but may Include one or 
more existing dwellings or units not re¬ 
quiring rehabilitation. Such property 
may be located on one or more tracts or 
parcels which may or may not be con¬ 
tiguous. and shall consist of one of the 
following types or a combination of such 
types: 

(a) Pour or more single-family or two- 
family dwellings which may be of 
detached, semidetached, or row construc¬ 
tion. 

(b) Four or more one-family units in a 
structure or structures for which a plan 
of family unit ownership, approved by 
the Commissioner, is established or is to 
be established as required in $ 235.515. 

§ 235.535 Maximum mortgage amount. 

(a) The mortgage shall involve a prin¬ 
cipal obligation not in excess of the Com¬ 
missioner’s estimate of the cost of any 
rehabilitation plus the lesser of either of 
the following: 

(1) The actual purchase price of the 
land and Improvements. 

(2) The Commissioner’s estimate of 
the value of the land and Improvements 
prior to the rehabilitation. 

<b> In the event the mortgage is on a 
leasehold estate rather than on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage is based is the value or replacement 
cost of the property in fee simple reduced 
by an amount equal to the capitalized 
value of the ground rent 

§ 235.510 Maximum intrrrM rate. 

The mortgage shall bear interest at 
the rate agreed upon by the mortgagee 
and the mortgagor, which rate shall not 
exceed 7 percent, except that where a 
letter inviting submission of an applica¬ 
tion for commitment was issued by the 
Secretary before February 18. 1971, or 
an application for commitment was re¬ 
ceived by the Secretary before February 
18, 1971, the mortgage may bear Interest 
At the maximum rate in efTect at the 
time of issuance of the letter or receipt 
of the application. 

g 235.545 Application of payment*. 

(a) The mortgage shall provide that 
all amounts to be paid monthly by the 
mortgagor to the mortgagee shall be 
added together and the aggregate thereof 
shall be paid by the mortgagor upon 
each monthly payment date In a single 
payment. The mortgage shall further 
provide that such payment will be ap¬ 
plied In the following order: 

(1) Premium charges under the con¬ 
tract of insurance. 

(2) Ground rents, taxes, special as¬ 
sessments and fire and other hazard In¬ 
surance premiums. 

(3) Interest on the mortgage. 

(4) Amortization of the principal of 
the mortgage. 

(b) Any deficiency in the amount of 
the monthly payment by the mortgagor 
shall constitute an event of default. The 


mortgage shall further provide for a 
grace period of 30 days, within which 
time the default must be cured. 

§ 235.550 Late charge*. 

A late charge may be collected by the 
mortgagee for each payment to Interest 
or principal more than 15 days in ar¬ 
rears. If provided in the mortgage, but 
such charges shall not exceed two cents 
for each dollar of the mortgagor’s share 
of such payment. Such charge shall be 
separately charged to and collected from 
the mortgagor and shall not be deducted 
from any aggregate monthly payment. 
Such charge shall not be Included in the 
assistance payment made by the Com¬ 
missioner to the mortgagee pursuant to 
8 235.801 et seq. 

§ 235.555 Prepayment privilege*. 

(a) A mortgage Indebtedness may be 
prepaid in full or In part only with the 
prior written approval of the Commis¬ 
sioner, except where the prepayment 
occurs as a result of selling all of the 
units in the project. 

(b) The mortgagee shall not collect 
any charge for the prepayment of the 
mortgage In connection with the sale 
by the mortgagor of units In the 
project. 

<c) If prepayments are made in any 
calendar year in excess of 15 percent of 
the original face amount of the mort¬ 
gage and such prepayments are not made 
In connection with the sale of individual 
dwelling or family units, the mortgagee 
will be permitted to collect such reason¬ 
able charge on such excess as is agreed 
upon between the mortgagor and the 
mortgagee. 

§ 235.560 Financial requirement*. 

All of the provisions of I 221.540 of 
this chapter, relating to the financial re¬ 
quirements where there is to be insurance 
of advances, shall apply except the work¬ 
ing capital deposit prescribed In para¬ 
graph (a) of this section shall not be 
required. 

§ 235.565 Rental of housing unit*. 

Pending the sale of the housing units 
in the project (or In the event the mort¬ 
gagor is unable to sell any of such units). 
the mortgagor may rent or lease such 
units, with the approval of the Commis¬ 
sioner and under such terms and con¬ 
ditions as the Commissioner may 
require. 

Subpart E—Contract Rights and Obli¬ 
gations—Rehabilitation Sales Proj¬ 
ects 

§ 235.701 Incorporation by reference. 

All of the provisions of Subpart B, 
Part 207 of this chapter, covering mort¬ 
gages insured under section 207 of the 
National Housing Act. apply with full 
force and effect to mortgages Insured 
under section 235 (J) of the National 
Housing Act except the following pro¬ 
visions: 

8ec. 

207 253 Adjusted premium charge. 

207.259 Insurance benefit*. 

207.262 No vested right in fund. 


g 235.705 Forbearance relief. 

(a) In a case where the mortgage Is in 
default, the mortgagor and the mort¬ 
gagee may enter Into a forbearance 
agreement for the reduction or suspen¬ 
sion of the mortgagor’s regular mortgage 
payments for a specified period of time, if 
the Commissioner determines that the 
default was due to circumstances beyond 
the mortgagor's control and that the 
mortgage probably will be restored to 
good standing within a reasonable period 
of time. Such determination shall be evi¬ 
denced by the Commissioner’s written 
approval of the forbearance agreement 

(b) The time specified in 8 207.258(a) 
of this chapter, within which a mort¬ 
gagee shall give the Commissioner writ¬ 
ten notice of its intention to file an in¬ 
surance claim, shall be suspended for the 
period of time specified in the forbear¬ 
ance agreement as long as the mortgagor 
complies with the requirements of such 
agreement. 

<c> If the mortgagor fails to meet the 
requirements of a forbearance agreement 
or to cure the default under the mort¬ 
gage at the expiration of the forbearance 
period, and such failure continues for a 
period of 30 days, the mortgagee shall 
notify the Commissioner of such failure 
Within 45 days thereafter, unless a modi¬ 
fication or extension of the forbearance 
agreement has been approved by the 
Commissioner, the mortgagee shall notify 
the Commissioner of its election to file 
an insurance claim and of its election 
to either assign the mortgage to the Com¬ 
missioner or acquire and convey title to 
the property to the Commissioner. If the 
mortgage Is assigned to the Commis¬ 
sioner, the special insurance benefits 
prescribed in 8 235.715(b) shall be ap¬ 
plicable. 

§ 235.710 Rcquwt by Conirauwioncr for 
aMignmcnl of mortgage. 

(a) The mortgagee shall, when re¬ 
quested by the Commissioner, assign to 
the Commissioner a mortgage on which 
assistance payments are being made pur¬ 
suant to the provisions of 8 235.801 et 
seq.. regardless of the default stAtus of 
such mortgage. 

<b) If the mortgage is not in default 
when the Commissioner requests Its as¬ 
signment, the first day of the month 
following the Commissioner’s request 
shall be considered the date of default. 

8 235.715 Payment of insurance bene¬ 
fit*. 

All of the provisions of 8 207.259 of this 
chapter relating to insurance benefits 
apply to multifamily project mortgages 
insured under this subpart, except as 
follows: 

(a) Insurance claims shall be paid in 
cash unless the mortgagee files a written 
request for payment in debentures If 
such a request Is made, the claim shall 
be paid in debentures issued In multiples 
of $50. with any balance less than $50 to 
be paid In cash. 

(b) When the mortgage Is assigned to 
the Commissioner pursuant to 8 235.710 
or is assigned in a case where the mortga¬ 
gor fails to comply with the requirements 
of a forbearance agreement approved by 
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the Commissioner in accordance with the 
requirements of I 235.705 or is assigned 
in a case where the mortgagor fails to 
cure the default at the expiration of the 
forbearance period, the insurance bene¬ 
fits shall be paid In cash and shall be 
computed in accordance with § 207.259 

(b) of this chapter, except that In lieu 
of the allowance for debenture interest 
in § 207.259(b)(1) (Hi) of this chapter, 
the cash payment shall include the 
amount of the unpaid accrued mortgage 
Interest computed to the date the assign¬ 
ment of the mortgage to the Commis¬ 
sioner is filed for record. In addition, an 
amount shall be included equivalent to 
the debenture interest which would have 
been earned from the date the mortgage 
assignment was filed for record to the 
date the cash payment is made, except 
that when the mortgagee falls to meet 
any one of the applicable requirements 
of 88 207.256. 207.258(b). and 235.705(c) 
of this chapter within the specified time 
and in a manner satisfactory to the Com¬ 
missioner (or within such further time 
as the Commissioner may approve in 
writing), such amount shall be com¬ 
puted only to the date on which the par¬ 
ticular action should have been taken 
or to which it was extended. 

(c) Where the assignment of the 
mortgage Is made pursuant to § 235.710 
and the mortgage is not in default at the 
time of such assignment, the 1 percent 
deduction prescribed In 1 207.259(b)(2) 
(lv) of this chapter shall not be 
applicable. 

§ 235.720 Adjusted premium charge. 

All of the provisions of § 207.253 of 
this chapter shall apply to mortgages in¬ 
sured under this part, except that no ad¬ 
justed premium charge or termination 
charge shall be due where the prepay¬ 
ment of the mortgage or the voluntary 
termination of the mortgage Insurance 
occurs in connection with the sale of 
the rehabilitation housing pursuant to 
1 235.525(b). 

Subpart F—Assistance Payments— 
Rehabilitation Sales Projects 
§ 235.801 Assistance payment contract. 

This subpart shall constitute the as¬ 
sistance payment contract between the 
mortgagee and the Commissioner pur¬ 
suant to section 235(J>(7) of the Na¬ 
tional Housing Act. The endorsement of 
the mortgage for insurance shall con¬ 
stitute the execution of the assistance 
payment contract with respect to the 
mortgage being insured. 

§ 235.805 Eligible mortgages. 

Assistance payments pursuant to this 
subpart shall be made only in connection 
with a mortgage insured under Subparts 
D and E of this part. 

§ 235.810 Term of payment*. 

(a) The term for which assistance 
payments shall be made shall begin on 
the following dates: 

(1) With respect to a mortgage In¬ 
volving insurance of advances, on the 
date of the Commissioner’s final endorse¬ 


ment of the mortgage note for insurance, 
or such earlier date as may be established 
by the Commissioner. 

(2) With respect to a mortgage in¬ 
sured upon completion, the date on which 
the Commissioner endorses the mortgage 
note for insurance. 

(b) The term of the assistance pay¬ 
ments shall end upon the occurrence of 
one of the following events: 

(1) The termination of the contract 
of mortgage insurance. 

(2) The Commissioner's receipt of the 
mortgagee’s notice of intention to file an 
insurance claim pursuant to 8 207.258(a) 
of this chapter. In the event the mort¬ 
gagee falls to provide the Commissioner 
with such notice of intention within the 
time specified in 8 207.258(a) of this 
chapter, the last day on which the Com¬ 
missioner should have received the mort¬ 
gagee's notice shall be deemed the date 
the Commissioner received such notice. 

(3) At the discretion of the Commis¬ 
sioner. the mortgagor’s failure to meet 
its obligations under the regulatory 
agreement it has entered into with the 
Commissioner. 

(c) Upon the termination of the as¬ 
sistance payment contract, the payment 
due on the first of the month In which 
the termination occurs shall be the last 
payment to which the mortgagee shall 
be entitled. 

(d) Where the term of assistance pay¬ 
ments is ended pursuant to subparagraph 
(2) or (3) of paragraph (b) of this sec¬ 
tion, the contract for assistance payment 
may be reinstated by the Commissioner, 
In his discretion and on such conditions 
as he may prescribe. In the event of such 
reinstatement, assistance payments will 
be made to the mortgagee for those 
months during which such payments 
w r ere suspended. 

§ 235.815 Time of payment*. 

The assistance payment shall be due 
on the first day of each month following 
the beginning of the term, and shall be 
paid upon the receipt of a billing (on 
a form prescribed by the Commissioner) 
from the mortgagee or its servicer. 

§ 235.820 Amount of assistance pay¬ 
ment*. 

(a) The assistance payment to the 
mortgagee shall be the difference be¬ 
tween the following: 

(1) The monthly installment for prin¬ 
cipal. interest and mortgage insurance 
premium which the mortgagor is obli¬ 
gated to pay under the mortgage; and 

(2) The monthly installment for prin¬ 
cipal and interest the mortgagor would 
be obligated to pay if the mortgage were 
to bear interest at the rate of 1 percent 
per annum. 

(b) As Individual family units In the 
project are sold and as the principal 
amount of the mortgage is reduced by 
payment of the portion of the mortgage 
attributable to the sold units and as the 
amount of the mortgage payments which 
the mortgagor Is obligated to pay is re¬ 
duced, proportionate reductions will be 
made in the mortgage assistance pay¬ 
ments. 


(c) In addition to the assistance pay¬ 
ment referred to in paragraph (a) of 
this section, the mortgagee shall be en¬ 
titled to the monthly payment of an 
amount the Commissioner deems suffi¬ 
cient to reimburse the mortgagee for its 
expenses In servicing the mortgage. 

g 235.825 Application of payment*. 

The mortgagee shall apply each 
monthly assistance payment, together 
with the mortgagor's monthly payment, 
to the items and in the order set out in 
the mortgage. 

g 235.830 Mortgagee record*. 

The mortgagee shall maintain such 
records as the Commissioner may require 
with respect to the mortgagor’s pay¬ 
ments and the assistance payments re¬ 
ceived from the Commissioner. Such 
records shall be kept on file for a period 
of time and in a manner prescribed by 
the Commissioner and shall be made 
available, when requested, for review and 
inspection by the Commissioner or 
Comptroller General of the United 
States. 

8 235.835 Effect of assignment of mort¬ 
gage. 

In the event a mortgage subject to as¬ 
sistance payments is assigned to another 
approved mortgagee, the assignee shall 
thereupon succeed to all the rights and 
obligations of the assignor under the as¬ 
sistance payments contract. 

8 235.999 Effect of amendment*. 

The regulations in this subpart may 
be amended by the Commissioner at any 
time and from time to time, in whole 
or in part, but such amendment shall 
not adversely affect the Interests of a 
mortgagee under a contract for assist¬ 
ance payments already In effect or to 
be put in effect pursuant to the Com¬ 
missioner's commitment to enter Into 
such contract. 

PART 236—MORTGAGE INSURANCE 
AND INTEREST REDUCTION PAY¬ 
MENTS FOR RENTAL PROJECTS 

Subpart A—Eligibility Requirement* for Mortgage 
Into ranee 

See. 

236.1 Incorporation by reference. 

236.2 Definition* used In thu subpart. 

236 3 Application, commitment, and in¬ 
spection fees. 

2305 Application. 

236.10 Eligible mortgagors. 

236 15 Maximum interest rate. 

236 20 Mortgage release provisions. 

236.25 Application of payment*. 

236 30 Prepayment privileges. 

236.35 Lato charge. 

236.40 Eligibility of miscellaneous mort¬ 
gage* 

236.45 Commercial and community facili¬ 
ties. 

23650 Supervision applicable to limited 
distribution mortgagor*. 

23655 Rental charges. 

236.60 Excess rental charge*. 

236.65 Mortgagor's oath as to selection of 
tenants and transient occupancy. 
236.70 Occupancy requirement*. 

236.75 Form of lease and occupancy agree¬ 
ment. 

236 249 Effect of amendments. 
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Subpoil B— Contract Rights and Obligation* for 
Mortgogo Insurant* 

Sec. 

339.261 Incorporation by reference. 

230.262 FI rot, oeoond, and third mortgage 

lnaumnce premiums. 

230 366 Forbearance relief. 

230390 Request by Co m ml — lon e r for as¬ 
signment of mortgage. 

230 205 Payment of insurance benefits. 
230370 Adjusted premium charge. 

Sub port C—Interest Reduction Poymentt 

230.601 Interest reduction payments con¬ 
tract. 

230.509 Eligible mortgages. 

230 610 Term of payment*. 

230 616 Time of payment. 

230-520 Amount of payments. 

230.626 Application of payments. 

230.630 Mortgagee records. 

230 635 Effect of assignment of mortgage. 
230.590 Effect of amendments. 

AtrrnoarrT: The provisions of this Part 239 
Issued under sec. 211,52 8tat. 23. as amended, 
sec. 236. 82 Stut. 408. as amended: 12 UjB.C. 
1715b, 1715U-1. 

Subpart A—Eligibility Requirements 
for Mortgage Insurance 

§ 236.1 Incorporation by reference. 

All of the provisions of Subpart C. 
Part 221 of this chapter, concerning 
eligibility requirements of moderate In¬ 
come projects under section 221 of the 
National Housing Act, apply with full 
force and effect to multifamily project 
mortgages Insured under section 239 of 
the National Housing Act. except the fol¬ 
lowing provisions: 

See. 

221.001 Certificate by Secretary to Com¬ 
missioner. 

221602 Application. 

221.603 Application fee. 

221.604 Commitment fee. 

221.606 Inspection fee. 

221.610 Eligible mortgagors. 

221318 Maximum Interest rate. 

221319a Mortgage release provisions. 

221 623 Application of payments. 

221324 Prepayment privileges. 

221325 Late charge. 

221331 Supervision applicable to general 
mortgagors. 

221332 Supervision applicable to limited 
distribution mortgagors. 

221.636 Occupancy requirements applicable 

to all mortgagors. 

221.637 Additional occupancy requirement*; 

preferred purchasers or tenants. 
221342a Accounting for net Income. 

221343 Advance amortization. 

221 649 Commercial and community facul¬ 
ties. 

221.669 Eligibility of miscellaneous type 
mortgages. 

221360 Eligibility of refinanced mortgages. 
221375 Protection of work in process. 

§ 236.2 Definitions used in this sub part. 

As used In this subpart, the following 
terms shall have the meaning Indicated: 

(a) "Adjusted monthly Income'* 
means one-twelfth of the annual family 
income remaining after making certain 
exclusions from gross annual Income. 
The following Items shall be excluded. 
In the order listed, from family gross 
annual Income: 

(1) 5 percent of such gross annual 
Income, In lieu of amounts to be with¬ 
held (social security, retirement, health 
Insurance, etc.). 


(2) Any unusual Income or temporary 
Income, as defined by the Commissioner. 

(3) The earnings of each minor in the 
family who Is living with such family, 
plus the sum of $300 for each such minor. 

<b) "Family" means two or more per¬ 
sons related by blood, marriage, or op¬ 
eration of law, who occupy the same 
dwelling or unit. 

(c) "Oross annual Income" means the 
total Income, before taxes and other de¬ 
ductions, received by all members of the 
tenant’s household. There shall be In¬ 
cluded In this total Income all wages, 
social security payments, retirement 
benefits, military and veteran's disabil¬ 
ity payments, unemployment benefits, 
welfare benefits. Interest and dividend 
payments and such other income Items 
as the Secretary considers appropriate. 

(d> "Handicapped" means a person 
who has a physical impairment which: 

(1) Is expected to be of long-contin¬ 
ued and indefinite duration. 

(2) Substantially Impedes his ability 
to live Independently. 

(3) Is of such nature that his ability 
to live Independently could be Improved 
by more suitable housing conditions. 

<e) "Minor" means a person under the 
age of 21. Such term shall not Include a 
tenant or his spouse. 

(f) “Elderly" means a person 62 years 
of age or older. 

<g> "Dispiacee” means a person who 
has been displaced from an urban re¬ 
newal area, or as a result of governmen¬ 
tal action or as a result of a disaster 
determined by the President to be a 
major disaster. 

8 236.3 Application, commitment, and 
impaction fee*. 

All of the provisions of f§ 221.503.221.- 
504. and 221.505 of this chapter gov¬ 
erning application, commitment, and In¬ 
spection fees shall apply to mortgages 
insured under this part, except that such 
fees shall not be required In either of the 
following Instances: 

(a) Where an application for a loan 
under section 202 of the Housing Act of 
1959 has been filed previously In connec¬ 
tion with the project, but section 202 
funds are not available to make the loan. 

(b) Where the project has received a 
loan under section 202 of the Housing 
Act of 1959 which Is being refinanced, 
provided, at the time of the application 
for Insurance of the refinancing mort¬ 
gage under section 236. the project Is 
either In the construction stage or has 
been completed less than 6 months. 

§ 236.5 Application. 

(a) An application for issuance of 
either a conditional or firm commitment 
for insurance of a mortgage on a proj¬ 
ect shall be submitted by an approved 
mortgagee and by the sponsors of such 
project through the local FHA office on 
an approved FHA form. 

(b) No application shall be considered 
unless the following requirements are 
met: 

<1) All of the exhibits called for In 
the application are submitted to the 
Commissioner. 


(2) The Commissioner has allocated 
to the project contract authority for In¬ 
terest reduction payments. 

8 236.10 Eligible mortgagor*. 

A mortgage shall be executed by a 
mortgagor approved by the Commis¬ 
sioner and meeting the following 
qualifications: 

(a) Nonprofit mortgagors. The non¬ 
profit mortgagor shall be a corporation 
or association organized for purposes 
other than the making f profit or gain 
for itself or persons Identified therewith 
and which the Commissioner finds Is 
neither controlled by nor under the direc¬ 
tion of persons or firms seeking to derive 
profit or gain thercfror.i. 8uch a mort¬ 
gagor shall be subject to such regulation 
or supervision as to rents, charges and 
methods of operation os the Commis¬ 
sioner deems necessary to effectuate the 
purposes of this subpart. 

(b) Builder-seller mortgagors. The 
builder-seller mortgagor shall be a spe¬ 
cial type of mortgagor which Is organized 
to: 

(1> Construct or rehabilitate a multi- 
family project for sale (upon final en¬ 
dorsement) to a private nonprofit cor¬ 
poration meeting the qualifications of 
paragraph (a). Prior to Insurance of the 
mortgage, the mortgagor shall have 
entered into a written agreement with 
such nonprofit corporation to sell the 
project at a purchase price not to exceed 
the project’s actual cost as certified pur¬ 
suant to g 221.550 of this chapter. 

(2) Operate the project, subject to 
special controls and requirements of the 
Commissioner as to rents, charges, rates 
of return, and methoos of operation, 
until the conveyance to the nonprofit 
mortgagor, 

(3) Operate the project as a limited 
distribution mortgagor subject to the 
supervision, controls and requirement; 
prescribed by the Commissioner for such 
mortgagor, In the event of failure to 
convey to a nonprofit mortgagor either 
at final endorsement or within such addi¬ 
tional period as may be agreed to In 
writing by the Commissioner. 

(c) Limited distribution mortgagor. 
The limited distribution mortgagor shall 
be a corporation, trust, partnership, as¬ 
sociation, other entity, or an individual 
8uch mortgagor shall be restricted by 
law (or by the Commissioner) as to dis¬ 
tribution of income and shall be regu¬ 
lated as to rents, charges, rate of return, 
and methods of operation In such form 
and manner as Is satisfactory to the 
Commissioner to effectuate the purposes 
of this subpart. 

(d) Cooperative and investor sponsor 
mortgagors. (1) The cooperative mort¬ 
gagor shall be a nonprofit cooperative 
ownership housing corporation which 
restricts permanent occupancy of the 
project to the members of the corpora - 
tion who must meet membership eligi¬ 
bility requirements approved by the 
Commissioner. 

(2) The Investor sponsor mortgag “ 
shall be a special type of mortgagor 
which is organized to: 

(1) Construct or rehabilitate a multi- 
family project to be transferred to a 
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cooperative mortgagor within 2 year* 
from the date of completion. 

(U) Operate the project until 2 
years from the date of completion or 
until the conveyance to the cooperative 
mortgagor, whichever occurs sooner, sub¬ 
ject to the controls and requirements of 
the Commissioner. 

(iii) Operate the project as a limited 
distribution mortgagor subject to the 
controls and requirements of the Com¬ 
missioner. in the event of failure to con¬ 
vey to a cooperative mortgagor within 
the 2-year period. 

(3) Such a mortgagor will be regulated 
or restricted by tire Commissioner as to 
rents or sales, charges, rate of return, and 
methods of operation in such manner as 
will effectuate the purposes of this sub- 
part and protect the consumer interest. 

§ 236.15 Maximum iiiicir«*l rale. 

The mortgage shall bear interest at 
the rate agreed upon by the mortgagee 
and the mortgagor, which rate shall not 
exceed 7 percent, except that where a 
letter inviting submission of an applica¬ 
tion for commitment was Issued by the 
Secretary before February 18. 1971. or 
an application for commitment was re¬ 
ceived by the Secretary before February 
18, 1971, the mortgage may bear interest 
at the maximum rate in effect at the 
time of issuance of the letter or receipt 
of the application. 

§ 236.20 Mortgage release proviiioiu. 

A mortgage Insured under this subpart 
may provide that, at any time after final 
endorsement, the property covered by 
tire mortgage may be released, in whole 
or In part, with the approval of the Com¬ 
missioner and under such terms and con¬ 
ditions as he may prescribe, upon pay¬ 
ment of the portion of the unpaid bal¬ 
ance of the mortgage allocable to tire 
property released. 

§ 236.23 Application of payment*. 

(a) The mortgage shall provide that 
all amounts to be paid monthly by the 
mortgagor to the mortgagee shall be add¬ 
ed together and the aggregate thereof 
shall be paid by the mortgagor upon 
each monthly payment date in a single 
payment. The mortgage shall further 
provide that such payment will be applied 
in the following order: 

(1) Premium charges under the con¬ 
tract of mortgage insurance. 

(2) Ground rents, taxes, special as¬ 
sessments and fire and other hazard in¬ 
surance premiums. 

( 3) Interest on the mortgage. 

(4) Amortization of the principal of 
the mortgage. 

(b) Any deficiency in the amount of 
the monthly payment by the mortgagor 
shall constitute an event of default. The 
mortgage shall further provide for a 
grace period of 30 days, within which 
time the default must be cured. 

§ 236.30 Prepayment privilege*. 

(a) Prepayment in full—i 1) Without 
prior Commissioner consent . A mortgage 
Indebtedness may be prepaid in hill and 
the Commissioner's controls terminated 
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without the prior consent of the Com¬ 
missioner where the mortgagor is a 
limited distribution type and either of 
the following conditions is met: 

(1) If the prepayment occurs after the 
expiration of 20 years from the date of 
final insurance endorsement of the 
mortgage, provided the mortgagor is not 
receiving payments from the Commis¬ 
sioner under a rent supplement contract 
executed pursuant to the provisions of 

5.1 et seq. of this title. 

<ii) If the prepayment occurs os a re¬ 
sult of the sale of the project to a 
cooperative or private nonprofit cor¬ 
poration or association, provided the 
sale is financed with a mortgage in¬ 
sured pursuant to $ 236.40(d). 

(2) With prior Commissioner consent. 
In all cases, except those outlined in sub- 
paragraph (1) of this paragraph, a mort¬ 
gage indebtedness shall not be prepaid 
in full and the Commissioner's controls 
shall not be terminated unless the Com¬ 
missioner gives his prior consent to such 
prepayment. 

(b) Partial prepayments . With the 
prior written approval of the Commis¬ 
sioner, partial prepayments may be made 
for the purpose of reducing succeeding 
monthly payments of the remaining bal¬ 
ance as recast over the remaining por¬ 
tion of the original mortgage term. 

<c) Optional provision. The mortgage 
may, if required by the mortgagee, con¬ 
tain a provision that, prior to the matu¬ 
rity and with the approval of the Com¬ 
missioner, partial prepayments-may be 
made after 30 days' written notice 
to the mortgagee on any principal pay¬ 
ment date. If prepayments are made in 
any calendar year in excess of 15 percent 
of the original face amount of the mort¬ 
gage. the mortgagee will be permitted to 
collect such reasonable charge on such 
excess as is agreed upon between the 
mortgagor and the mortgagee. 

<d> Prepayment in connection with 
sale of units . With the prior written ap¬ 
proval of the Commissioner, the mort¬ 
gagor may sell the individual dwelling 
units in the project to low r er Income, 
elderly, or handicapped purchasers. The 
mortgagee shall not collect any charge 
for the prepayment of the mortgage in 
connection with the sale of such units. 

S 236.35 I*atc charge. 

A late charge may be collected by the 
mortgagee for each payment to interest 
or principal more than 15 days in ar¬ 
rears. If provided in the mortgage, but 
such charge shall not exceed 2 cents for 
each dollar of the mortgagor's share of 
such payment. Such charge shall be sepa¬ 
rately charged to and collected from 
the mortgagor and shall not be deducted 
from any aggregate monthly payment. 
Such charge shall not be included in the 
interest reduction payment made by the 
Commissioner to the mortgagee pursuant 
to i 236.501 et scq. 

§236.40 Eligibility of ntUcellancous 
mortgage*. 

(a) Transfer . A mortgage initially In¬ 
sured under Part 221, Subpart C of this 
chapter, which has been approved for the 
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below market interest rate • 5 221.518'b> 
of tills chapter) and which has not re¬ 
ceived the Commissioner's final endorse¬ 
ment. may be insured under this subpart. 
The principal amount of such mortgage 
shall not exceed that which would bo 
applicable if the mortgage were to be 
insured under Part 221. 

<b> Refinancing—in general A mort¬ 
gage given to refinance an existing mort¬ 
gage insured under the Act may be 
insured under this subpart pursuant to 
section 223(a)(7) of the Act. The new 
mortgage shall be limited in amount 
and in term as follows: 

< 1) The principal of the new mortgage 
shall not exceed the lowest of there 
amounts: 

(1) The original principal amount of 
the existing insured mortgage. 

(11) The unpaid principal amount of 
the existing insured mortgage, to which 
may be added— 

<a) The outstanding Indebtedness in¬ 
curred in connection with capital im¬ 
provements made to the property which 
are acceptable to the Commissioner. 

<b) The costs, as determined by the 
Commissioner, of improvements, upgrad¬ 
ing or additions required to be made to 
the property. 

(c) Loan closing charges. 

(iii) The Commissioner’s estimate of 
the value of the property after comple¬ 
tion of Uie repairs, improvements or 
additions to the property, except for 
general or limited distribution mort¬ 
gagors when the amount shall not ex¬ 
ceed 90 percent of the Commissioner's 
estimate of the value of the property 
after completion of the repairs. Improve¬ 
ments or additions to the property. 

(2) Tire term of the new mortgage 
shall not exceed the unexpired term of 
the existing mortgage, except that It 
may have a term of not more than 12 
years in excess of the unexpired term of 
the existing mortgage in any case in 
which the Commissioner determined 
that the Insurance of the mortgage for 
an additional term will inure to the 
benefit of the applicable insurance fund, 
taking into consideration the outstand¬ 
ing insurance liability under tire exist¬ 
ing insured mortgage. 

(c) Refinancing—existing project un¬ 
der section 202 of the Housing Act of 
1959. A mortgage given to refinance 
a loan which was made under section 
202 of the Housing Act of 1959 may 
be Insured under this subpart, if the 
application for insurance is filed with the 
Commissioner prior to the date of proj¬ 
ect completion, or within such reasonable 
time thereafter as the Commissioner may 
allow. 

(d) Purchase. In the case of a project 
financed with a mortgage insured under 
this subpart which involves a mortgagor 
other than a cooperative or a private 
nonprofit corporation or association and 
which is sold to a cooperative or a non¬ 
profit corporation or association, a mort¬ 
gage given to finance the purchase may 
be insured under this subpart. The in¬ 
surance of such mortgage shall be gov¬ 
erned by the following: 
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(1) The amount of the mortgage shall 
not exceed the lesser of the amounts de¬ 
termined by applying the formulas in 
subdivision (I) or <il) of this subpara¬ 
graph as follows: 

(1) An amount, the debt service of 
which can be met from project Income 
remaining after payment of all operating 
expenses, taxes-, and required services, 
provided the project Is operated on a 
nonprofit basis and the rental charges 
In effect at the time of purchase are not 
raised. 

(ii) The project’s actual cost at the 
time of completion (as determined by the 
Commissioner) or the projects fair mar¬ 
ket value for residential purposes as de¬ 
termined by the Commissioner on the 
basis of operating the project without the 
benefit of any Interest reduction pay¬ 
ments or rent supplement payments and 
without the controls by the Commissioner 
over the project Imposed by the provi¬ 
sions in this subp&rt, whichever amount 
is the greater. 

(2) Subject to limitations prescribed 
in subparagraph (1) of this paragraph, 
it is intended that the mortgage will 
provide an amount which will enable 
the seller of the project to realize a net 
amount out of the sales proceeds suffi¬ 
cient to recover its investment and to 
retire the outstanding mortgage. 

(3) The term of the mortgage may ex¬ 
ceed the remaining term of the original 
mortgage on the project, but in no event 
may It exceed the Commissioner’s esti¬ 
mate of the remaining economic life of 
the project. 

§ 236.45 ComracrrUl and community 
facilities* 

(a) The project may include such 
nondwelling commercial and community 
facilities as the Commissioner deter¬ 
mines will be adequate and appropriate 
to serve the occupants and the surround¬ 
ing neighborhood, provided the project 
remains predominantly residential and 
any nondwelling facility included In the 
mortgage Is found by the Commissioner 
to contribute to the economic feasibility 
of the project. In approving such facili¬ 
ties, the Commissioner shall give con¬ 
sideration to the possible effect of the 
project on other business enterprises In 
the community. 

(b) In the case of a project designed 
primarily for occupancy by the elderly or 
handicapped, the project may Include 
such related facilities as cafeterias or 
dining halls, community rooms, work¬ 
shops, infirmaries, or other Inpatient or 
outpatient health facilities and other 
essential service facilities for use by 
elderly or handicapped families. 

g 236.50 Supervision applicable to 
limited distribution mortgagor*. 

fa) Dividends or other distributions, 
as defined in the charter, trust agree¬ 
ment. or regulatory agreement, may be 
declared or made only as of or after the 
end of a semiannual or annual fiscal pe¬ 
riod. The amount of any allowable dis¬ 
tribution. or disbursement from surplus 
cash, shall not exceed In any 1 fiscal 
year more than 6 percent of the mort¬ 
gagor’s Initial equity investment In the 
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projects, as determined by the Com¬ 
missioner. 

(b) No dividends or other distribu¬ 
tions shall be declared or made except 
out of surplus cash available and remain¬ 
ing after: 

(I) The payment of: 

(1) All sums due or currently required 
to be paid under the terms of any mort¬ 
gage or note insured or held by the 
Commissioner. 

(II) All amounts required to be de¬ 
posited in the reserve fund for replace¬ 
ments. 

(ill) All obllgaUons of the project 
(other than the mortgage insured or 
held by the Commissioner) unless funds 
for payment arc set aside or deferment 
of payment has been approved by the 
Commissioner. 

(2) The segregation of: 

(1) An amount equal to the aggregate 
of all special funds required to be main¬ 
tained by the project. 

ill) All tenant security deposits held. 

(c) The right to any allowable distri¬ 
bution or disbursement from surplus cash 
shall be cumulative. 

(d) No distribution of any kind may 
be made from borrowed funds. 

§ 236.55 Rental charges* 

(a) Approved rental charges. The 
mortgagor shall, with the approval of the 
Commissioner, establish for each dwell¬ 
ing unit the following: 

(1) A basic monthly rental charge de¬ 
termined on the basis of operating the 
project with payments of principal and 
interest due under a mortgage bearing 
Interest at the rate of 1 percent per- 
annum. 

(2) A fair market monthly rental 
charge determined on the basis of op¬ 
erating the project with payments of 
principal, interest, and mortgage insur¬ 
ance premium which the mortgagor is 
obligated to pay under the mortgage. 

(b) Monthly rental charge. The 
monthly rental for each dwelling unit 
shall be 25 percent of the tenant’s ad¬ 
justed monthly income, except that the 
monthly rental shall not be less than 
the basic rental nor more than the fair 
market rental charge. In the event of 
any change In a tenant’s income, the 
monthly rental charge shall be adjusted 
by the mortgagor. 

(c) Application of terms. In the case of 
a cooperative project, the term “tenant’* 
as used in this subpart shall mean a 
member of a cooperative and the term 
“rental charge" shall mean the charges 
under the occupancy agreement of mem¬ 
bers of the cooperative. 

g 236.60 Earns rental charges. 

The mortgagor shall agree to pay 
monthly to the Commissioner all rental 
charges collected in excess of the basic 
rental charges. 

g 236.65 Mortgagor's oatli as to selec¬ 
tion of tenants and transient occu¬ 
pancy* 

The mortgagor shall certify under 
oath to the Commissioner, that as long 
as the Commissioner is the Insurer, 


holder or reinsurer of the mortgage, the 
mortgagor will not: 

(a) In selecting tenants for the project 
covered by the mortgage, discriminate 
against any family because there are 
children in the family. 

<b) Rent, permit the rental or permit 
the offering for rental of the housing, 
or any part thereof, covered by such 
mortgage, for transient or hotel pur¬ 
poses For the purposes of this cer¬ 
tificate, the term “rental for transient 
or hotel purposes’* shall mean (1) rental 
for any period less limn 30 days, or (2) 
except In the case of a project designed 
primarily for occupancy by elderly or 
handicapped persons, any rental which 
includes the provision of customary hotel 
services such as room service for food 
and beverages, furnishing and launder¬ 
ing of linens, maid service and bellboy 
service. 

(c) ScL the project, unless the pur¬ 
chaser also agrees to comply with the 
requirements of paragraphs (a) and (b> 
of this section. 

§ 236.70 Occupancy requirement*. 

(a) Initial occupancy. Initial occu¬ 
pancy of the project by tenants who are 
unable to pay the fair market rental 
shall be restricted to those determined 
by the mortgagor as meeting the Income 
requirements established by the Com¬ 
missioner, and who are one of the 
following: 

(1) A family. 

(2) An elderly person. 

<3) A dlsplacee. 

(4) A handicapped person. 

(5) A single person who is less than 
62 years of age: Provided , That occu¬ 
pancy by this category of tenants or 
members shall be limited to 10 percent 
of the dwelling units in the project. 

(b) Projects designed for displaces, 
or elderly , or handicapped. In a project 
designed tor displacees, or elderly, or 
handicapped, occupancy may be re¬ 
stricted to that category of persons for 
whom the project was designed and who 
meet the income requirements established 
by the Commissioner. 

(c) Preference for military personnel 
and displacees. 

(1) Whenever the Commissioner de¬ 
termines that a project, because of its 
location or other considerations, could 
ordinarily be expected to substantially 
serve the family needs of military per¬ 
sonnel who are serving on active duty 
and meet the income requirement 
established by the Commissioner, such 
preference for occupancy shall be af¬ 
forded to the family of such military 
personnel as the Commissioner deter¬ 
mines is appropriate. 

(2) In all projects preference or pri¬ 
ority to occupy dwelling units shall be 
given to displacees provided that in a 
project designed for the handicapped or 
the elderly, preference for displacees 
shall be limited to those who are within 
the category for whom the project was 
designed. 

<d> Recertification of income. The 
mortgagor shall obtain from each tenant 
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or cooperative member who la not pay¬ 
ing the fair market rental a biennial re¬ 
certification of family Income. 

§ 236*75 Form of and occupancy 

agreement. 

A tenant who la to pay less than the 
fair market rental shall be required to 
execute a lease In a form approved by 
the Commissioner. A cooperative member 
shall be required to execute an occupancy 
agreement In & form approved by the 
Commissioner, regardless of the rent he 
is paying. 

§ 236.249 Effect of amendment*. 

The regulations In this subpart may 
be amended by the Commissioner at any 
time and from time to time. In whole 
or In part, but such amendment shall not 
adversely affect the Interests of a mort¬ 
gagee or lender under the contract of In¬ 
surance on any mortgage or loan already 
insured and shall not adversely affect 
the Interests of a mortgagee or lender 
on any mortgage or loan to be Insured 
on which the Commissioner has made 
a commitment to Insure. 

Subpart B—Contract Rights and Obli¬ 
gations for Mortgage Insurance 

§ 236.251 Incorporation by reference. 

All of the provisions of Subpart B. Part 
207 of this chapter covering mortgages 
Insured under section 207 of the Na¬ 
tional Housing Act. apply with full force 
and effect to mortgages Insured under 
section 236 of the National Housing Act 
except the following provisions: 

Sec. 

207-252 First, second and third premium*. 
207.253 Adjusted premium and termina¬ 
tion charge*. 

207.259 Insurance benefit*. 

207.202 No vo*ted right In fund. 

§ 236.252 Fir*t, aecond, am) third mort¬ 
gage insurance premium*. 

All of the provision of 5 207.252 of this 
chapter governing the first, second, and 
third mortgage insurance premiums shall 
apply to mortgages insured under this 
part, except that where an application 
for a loan under section 202 of the Hous¬ 
ing Act of 1959 has been filed previously 
In connection with the project, but it Is 
being financed with a mortgage insured 
under this part because funds are not 
available to make the section 202 loan, 
the mortgage Insurance premium due and 
payable between the dates of initial and 
final Insurance endorsement shall be at 
the rate of one-fourth of one percent 
per annum of the average outstanding 
principal obligation of the mortgage and 
such premiums shall be prorated for any 
fractional part of a year. Following final 
endorsement, the mortgage Insurance 
premium shall be increased to one-half 
of 1 percent and shall be paid as pro¬ 
vided in 5 207352. 

§ 236.235 Forbearance relief. 

(a) In a case where the mortgage Is 
in default, the mortgagor and the mort¬ 
gagee may enter into a forbearance 
agreement for the reduction or suspen¬ 
sion of the mortgagor's regular mortgage 
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payments for a specified period of time. 
If the Commissioner determines that the 
default was due to circumstances beyond 
the mortgagor's control and that the 
mortgage probably will be restored to 
good standing within a reasonable period 
of time. Such determination shall be 
evidenced by the Commissioner’s written 
approval of the forbearance agreement. 

(b) The time specified In $ 207.258(a) 
of this chapter, within which a mort¬ 
gagee sliall give the Commissioner writ¬ 
ten notice of Its intention to file an In¬ 
surance claim, shall be suspended for 
the period of time specified in the for¬ 
bearance agreement as long as the mort¬ 
gagor complies with the requirements 
of such agreement. 

(c) If the mortgagor fails to meet the 
requirements of a forbearance agreement 
or to cure the default under the mort¬ 
gage at the expiration of the forbearance 
period, and such failure continues for a 
period of 30 days, the mortgagee shall 
notify the Commissioner of such failure. 
Within 45 days thereafter, unless a modi¬ 
fication or extension of the forbearance 
agreement has been approved by the 
Commissioner, the mortgagee shall notify 
the Commissioner of its election to file an 
insurance claim and of Its election to 
either assign the mortgage to the Com¬ 
missioner or acquire and convey title to 
the property to the Commissioner. If 
the mortgage is assigned to the Com¬ 
missioner. the special insurance benefits 
prescribed in }236-265<b) shall be 
applicable. 

§ 236.260 Rcquett by CovnmiA*ioiifr for 
ji**igmucnt of mortgage. 

The mortgagee shall, when requested 
by the Commissioner, assign to the Com¬ 
missioner a mortgage on which interest 
reduction payments are being made pur¬ 
suant to the provisions of f 236.501 et 
seq. If the mortgage is not in default 
when the Commissioner requests its as¬ 
signment, the first day of the month 
following the Commissioner’s request 
shall be considered the date of default. 

§ 236.265 Payment of initsratice bene¬ 
fit*. 

All of the provisions of 5 207.259 of 
this chapter relating to Insurance bene¬ 
fits apply to multi family project mort¬ 
gages insured under this subpart, ex* 
ccpt as follows: 

(a) Insurance claims shall be paid In 
cash unless the mortgagee files a writ¬ 
ten request for payment In debentures. 
If such a request Is made, the claim shall 
be paid in debentures issued In multiples 
of $50, with any balance less than $50 to 
be paid in cash. 

(b) When the mortgage is assigned to 
the Commissioner pursuant to 5 236.260 
or is assigned in a case where the mort¬ 
gagor fails to comply with the require¬ 
ments of a forbearance agreement ap¬ 
proved by the Commissioner in accord¬ 
ance with the requirements of 5 236.255 
or is assigned in a case where the mort¬ 
gagor fails to cure the default at the 
expiration of the forbearance period, the 
Insurance benefits shall be paid in cash 
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and shall be computed in accordance 
with | 207.259(b) of this chapter, except 
that in lieu of the allowance for deben¬ 
ture interest in 5 207.259(b) (1) (111) of 
tills chapter, the payment shall include 
the amount of the unpaid accrued mort¬ 
gage interest computed to the date the 
assignment of the mortgage to the Com¬ 
missioner is filed for record. In addition, 
on amount shall be Included equivalent 
to the debenture interest which would 
have been earned from the date the 
mortgage assignment was filed for record 
to the date the cash payment is made, 
except that when the mortgagee foils 
to meet any one of the applicable re¬ 
quirements of 55 207.256, 207.258(b), and 
236.255(C) of this chapter within the 
specified time and in a manner satisfac¬ 
tory to the Commissioner (or within such 
further time as the Commissioner may 
approve In writing), such amount shall 
be computed only to the date on which 
the particular required action should 
have been taken or to which It w r as 
extended. 

(c) Where the assignment of the 
mortgage Is made pursuant to 5 236.260 
and the mortgage Is not In default at the 
time of such assignment, the one per¬ 
cent deduction prescribed In 5 207.259 
(b) (2) (Iv) of this chapter shall not be 
applicable. 

g 236.270 AdjuMcd premium charge. 

All of the provisions of 5 207.253 of 
this chapter shall apply to mortgages 
Insured under this part, except that no 
adjusted premium charge or termina¬ 
tion charge shall be due when the 
prepayment of the mortgage or the 
voluntary termination of the mortgage 
insurance occurs in connection with the 
sale of all of the housing units in the 
project and their release from the project 
mortgage. 

Subpart C—Interest Reduction 
Payments 

§ 236.501 Interest reduction payment* 
contract. 

This subpart shall constitute the in¬ 
terest reduction payment contract be¬ 
tween the mortgagee and the Commis¬ 
sioner with respect to a mortgage in¬ 
sured under section 236 of the National 
Housing Act. The endorsement of the 
mortgage for Insurance shall constitute 
the execution of the interest reduction 
payment contract with respect to the 
mortgage being insured. 

§ 236.505 Eligible mortgage*. 

Interest reduction payments pursuant 
to this subpart sliall be made only in con¬ 
nection with a mortgage which is insured 
under Subparts A and B of this part. 

S 236.510 Term of payment*. 

(a) The term for w'hlch Interest reduc¬ 
tion payments shall be made shall begin 
on the following dates: 

(1) With respect to a mortgage In¬ 
volving Insurance of advances, on the 
date the Commissioner finally endorses 
the mortgage note for Insurance or such 
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earlier dale as may be established by the 
Commissioner. 

(2) With respect to a mortgage In¬ 
sured upon completion, the date on which 
the Commissioner endorses the mortgage 
note for insurance. 

(b) The term of the interest reduc¬ 
tion payments shall end upon the occur¬ 
rence of one of the following events: 

(1) The termination of the contract 
of insurance, except where the mortgage 
has been assigned to the Commissioner. 

(2) The Commissioner’s receipt of the 
mortgagee’s notice of intention to file an 
insurance claim and to acquire and con¬ 
vey title to the Commissioner pursuant 
to 5 207.258(0 of this chapter. In the 
event the mortgagee fails to provide the 
Commissioner with such notice of inten¬ 
tion within the time specified in 5 207.258 
<a) of this chapter, the last day on which 
the Commissioner should have received 
the mortgagor’s notice shall be deemed 
the date the Commissioner receives such 
notice. 

(3) At the discretion of the Commis¬ 
sioner, the mortgagor's failure to meet 
Its obligations under the regulatory 
agreement It has entered into with the 
Commissioner. 

(c) Upon termination of the interest 
reduction payments contract, the pay¬ 
ment due on the first of the month in 
which the termination occurs shall be 
the last payment to which the mortga¬ 
gee shall be entitled. 

(d) Where the term of Interest reduc¬ 
tion payments Is ended pursuant to sub- 
paragraph (2) or <3> of paragraph (b) 
of this section, such interest reduction 
payment contract may be reinstated by 
the Commissioner, in his discretion and 
on such conditions as he may prescribe. 
In the event of such reinstatement, in¬ 
terest reduction payments will be made 
to the mortgagee for those months during 
which such payments were suspended. 

g 236.515 Time of payment*. 

The interest reduction payments shall 
be due on the first day of each month 
following the beginning of the term, and 
shall be paid upon the receipt of a bill¬ 
ing (on a form prescribed by the Com¬ 
missioner) from the mortgagee or its 
authorized agent. 

g 236.520 Amount of payments. 

(a) The interest reduction payment to 
the mortgagee shall be In an amount not 
exceeding the difference between the 
following: 

<1) The monthly installment for prin¬ 
cipal. interest, and mortgage insurance 
premium which the mortgagor Is obli¬ 
gated to pay under the mortgage; and 

(2) The monthly payment for princi¬ 
pal and interest the mortgagor would 
be obligated to pay if the mortgage were 
to bear interest at the rate of 1 percent 
per annum. 

(b) Where individual family units in 
the project are sold, subject to a plan 
approved by the Commissioner, and as 
the principal amount of the mortgage is 
reduced by payment of the portion of 
the mortgage attributable to the sold 
units and as the amount of the mortgage 


payments which the mortgagor is obli¬ 
gated to pay is reduced, proportionate 
reductions will be made in the interest 
reduction payments. 

(c) In addition to the Interest reduc¬ 
tion payment referred to in paragraph 
(a) of this section, the mortgagee shall 
be entitled to the monthly payment of 
an amount the Commissioner deems 
sufficient to reimburse the mortgagee for 
Us expenses in servicing the mortgage. 

g 236.525 Application of payments. 

The mortgagee shall apply each 
monthly Interest reduction payment, 
together with the mortgagor’s monthly 
payment, to the items and in the order 
set out in the mortgage. 

§ 236.530 Mortgagee record*. 

The mortgagee shall maintain such 
records as the Commissioner may require 
with respect to the mortgagor's pay¬ 
ments and the interest reduction pay¬ 
ments received from the Commissioner. 
Such records shall be kept on file for a 
period of time and in a manner pre¬ 
scribed by the Commissioner and shall 
be made available, when requested, for 
review And inspection by the Commis¬ 
sioner or the Comptroller General of the 
United States. 

§ 236.535 Effect of alignment of mort¬ 
gage 

In the event a mortgage subject to in¬ 
terest reduction payments is assigned 
to another approved mortgagee, the 
assignee shall thereupon succeed to all 
the rights and obligations of the 
assignor under the Interest reduction 
contract. 

§ 236.599 Effect of amendment*. 

The regulations in this subpart may 
be amended by the Commissioner at any 
time and from time to time, in whole or 
In part, but no such amendment shall 
adversely affect the Interests of a mort¬ 
gagee under a contract for interest reduc¬ 
tion payments already in effect or to be 
put into effect pursuant to the Commis¬ 
sioner's commitment to enter into such 
contract. 

PART 237—SPECIAL MORTGAGE IN¬ 
SURANCE FOR LOW AND MODER¬ 
ATE INCOME FAMILIES 

Subpotf A —Eligibility Requlrero«nN 

See. 

237.1 Scope of subpart. 

237.ft Incorporation by reference. 

237.1ft Credit requirement*, 

237.20 Eligible property. 

337 2ft Income criteria. 

237 30 Maximum mortgage amount. 

Subpart B—Contract tights and Obligations 

237.251 Incorporation by reference. 

237.200 Method of paying Insurance 
benefits. 

Subpart C—Auhfonc* Payments—Homes for low 
ond Moderate Income Families 

237301 Incorporation by reference. 

237.90ft Application for assistance payments. 
237 910 Execution of assistance payment 
oontract. 

Authority: The provisions of this Part 237 
Issued under secs. 203. 211. 237. 62 8tat. 10.23. 
82 Stat. 49ft; 12 U.8.C. 1709, 1715b, 1715*~2. 


Subpart A—Eligibility Requirements 
§ 237.1 Scope of subpart. 

Mortgage insurance under section 237 
of the National Housing Act i» provided 
under this section for mortgages financ¬ 
ing the purchase of a single family home 
by a low or moderate income family that 
Is unable to meet the credit requirements 
for mortgages Insured under section 203. 
220. 221, or 234 of the Act. If the mort¬ 
gage meets the special requirements of 
this $ubpart. 

§ 237.5 Incorporation by reference. 

To be eligible for Insurance under this 
subpart, a mortgage shall meet all of the 
eligibility requirements for Insurance 
under 55 203.1 et seq. (Part 203, 8ubpar: 
A) of this chapter: 55 220.1 et seq. (Part 
220, Subpart A) of this chapter; §5 221 1 
et seq. (Part 221. Subpart A) of thl* 
chapter: or 55 234.1 et seq. (Part 234. 
Subpart A) of this chapter, except that 
the mortgage shall comply with the 
special requirements of this subpart. 

§237.15 Credit requirement*. 

The mortgage shall be executed by a 
mortgagor who the Commissioner hfl:^ 
determined would not be an acceptabl 
credit risk for mortgage Insurance pur¬ 
poses under one of the subparts referred 
to In 5 237.5. but who would be a reason¬ 
ably satisfactory credit risk and accept¬ 
able for insurance under this subpart. 
The determination of unacccptabWty for 
mortgage insurance under one of the 
referenced subparts shall be based on the 
mortgagor’s credit standing, debt obli¬ 
gations, total annual Income, or Income 
characteristics. The determination of ac¬ 
ceptability for mortgage insurance under 
this subpart shall be based on a finding 
by the Commissioner that the mortgn nc- 
should be able to meet his obligation* 
under the insured mortgage if he ^cceive^ 
budget, debt management, and related 
counseling. 

§ 237.20 Eligible property. 

The mortgage shall be given to finance 
the purchase of a single family dwelllm; 
or a family unit in a condominium. 

8 237.25 Intomf criteria. 

The mortgage shall be executed by a 
mortgagor who meets the income criteria 
established by the Commissioner for low 
and moderate Income families. 

§ 237.30 Maximum mortgage amount. 

The mortgage shall not exceed the 
smallest of the following amounts: 

(a) The applicable dollar limits of the 
subpart under which the mortgage would 
otherwise be eligible for insurance. 

(b> $18,000 or $21,000 In any geo¬ 
graphical area where the Commissioner 
finds that cost levels so require. 

(c) A principal amount which when 
amortized will rcault in monthly pay¬ 
ments consisting of principal, interest, 
mated real estate taxes, the aggregate of 
mortgage Insurance premiums, and estl- 
whlch will not exceed 25 percent of the 
mortgagor's income. For the purposes 
of determining such 25 percent, the 
mortgagor’s income shall be computed 


FEDERAL REGISTER, VOL 36, NO. 246—-WEDNESDAY, DECEMBER 22, 1971 






either as his average monthly Income 
during the year prior to the date of the 
application for mortgage Insurance or 
as his average monthly Income during 
the 3 years prior to such application, 
whichever amount is the greater. 

Subport B—Contract Rights and 
Obligations 

g 237.251 Incorporation by reference. 

(a) Mortgages insured under section 
237 of the Act shall be governed by the 
provisions covering contract rights and 
obligations, as they respectively relate 
to the several mortgage Insurance pro¬ 
grams set forth in S 237.3. except that 
the foregoing regulations concerning 
mutuality of an Insurance fund shall not 
apply and the mortgage Insurance shall 
be the obligation of the Special Risk 
Insurance Fund. 

(b) For the purposes of this subpart, 
all of the references In $$ 203.251 et seq. 
(Part 203. Subpart B> of this chapter; 
H 220.251 et seq. (Part 220. Subpart B) 
of this chapter; H 221.251 et seq. (Part 
221. Subpart B) of this chapter; or 
H 234.251 et seq. (Part 234. Subpart B) of 
this chapter to; 

(1) Section 203. 220. 221. or 234 of the 
Act shall be construed to refer to section 
237 of the Act. 

(2) The Mutual Mortgage Insurance 
Fund or the General Insurance Fund 
shall be construed to refer to the Special 
Risk Insurance Fund. 

S 237.260 Method of pitying insurance 
benefits* 

If the application for Insurance bene¬ 
fits is acceptable to the Commissioner, 
the Insurance claim shall be paid in cash, 
unless the mortgagee files a written re¬ 
quest with the application for payment 
in debentures. If such a request Is made, 
the claim shall be paid in debentures 
issued in multiples of $50. with any bal¬ 
ance less than $50 to be paid in cash. 

Subpart C—Assistance Payments— 

Homes for Low and Moderate In¬ 
come Families 

S 237.301 Incorporation by reference. 

(a) All of the provisions of Subpart C, 
Part 235 of this chapter concerning as¬ 
sistance payments for lower income fam¬ 
ilies apply to assistance payments for 
mortgages insured under section 237 of 
the National Housing Act. except the 
following provisions: 

Sec. 

235.310 Execution of anUxtance payment 
oontract. 

335.325 Qualified cooperative members. 
335.330 Cooperative unite eligible for 
assistance payments. 

<b> For the purposes of this subpart, 
all references in Part 235 of this chapter 
to: 

U) Section 235 of the Act shall be 
construed to refer to seetton 237 of the 
Act. 

(2) This subpart shall be construed 
to refer to Subpart C of this Part 237. 

(3) Subparts A and B of this part 
shall be construed to refer to Subparts 
A and B of this Part 237. 


RULES AND REGULATIONS 

§ 237.305 Application for aMiatance pay¬ 
ment*. 

Any approved mortgagee may sub¬ 
mit. on a form prescribed by the Com¬ 
missioner. an application for assistance 
payments in accordance with the provi¬ 
sions of this subpart. 

$ 237.310 Execution of a*sirtnncc pay¬ 
ment contract. 

The issuance of a mortgage insurance 
certificate pursuant to f 237.1 et seq. 
shall also constitute the execution of the 
contract for assistance payments with 
respect to the*mortgage being Insured. 
If the mortgagor has applied for such 
assistance payments. 

PART 238—YIELD INSURANCE 
[SEC. 7021 

Subpart A—Eligibility liqvinmtn^ 

Approval or Invxstobs 

Sac. 

238.1 Classification of Investors. 

238.2 Withdrawal of approval. 

Application and Commitment 

238.3 Submission of application. 

238.4 Form of application. 

238.5 Application and commitment fee. 
238.8 Inspection fee. 

338.7 Approval of application. 

Eligible Projects 

238 8 Project eligibility requirements. 
Rents 

238.0 Rental schedule. 

238.10 Charges In addition to maximum 
rental. 

Tm-x 

238 11 Title. 

Effective Dats 
238.12 Effective date. 

Subperl 8—Contract tight* and Obligation* 

238251 Definitions. 

238.252 Premiums. 

238.253 Contract of insurance. 

238.254 Exccm earnings. 

238.255 Supervision of investor. 

238.258 Payment of claims. 

238.257 Debentures. 

238.358 Termination and reinstatement of 
contract of Insurance. 

238 353 Amendment of regulations. 

238.200 Effective date. 

AtmioaiTT: The provisions of this Part 238 
Issued under sec. 712,82 Stat. 1281. as amend¬ 
ed; 12 UBO. 1747k. 

Subpart A—Eligibility Roquiroments 
Approval or Investors 
$ 238.1 (IiiMifiralion of invertor*. 

Such of the following may become an 
approved Investor as the Commissioner 
shall find to be qualified by business ex¬ 
perience and facilities to afford assur¬ 
ance of the necessary continuity of long¬ 
term investment and to have available 
the necessary capital required for long¬ 
term investment in the project and shall 
approve as eligible for lnsuranoe under 
Title VH of the National Housing Act: 

(a) Any natural person; 

(b) Any group of not more than ten 
natural persons: 


216-19 

(c) Any corporation, company, asso¬ 
ciation. trust or other legal entity; or 

(d) Any combination of two or more 
corporations, companies, associations, 
trusts or other legal entitles having &U 
the powers necessary to comply with the 
requirements of such title. 

§ 238.2 Withdrawal of approval. 

Approval of an investor may be with¬ 
drawn by notice from the Commissioner 
at any time for cause deemed sufficient 
by the Commissioner, but no withdrawal 
will affect any commitment or oontract 
of Insurance theretofore entered Into 
with such Investor. 

Application and Commitment 
§ 238.3 Subsniftftion of applirntion. 

Any approved investor may submit an 
application for insurance in connection 
with an Investment which It proposes 
to make pursuant to the provisions of 
Title VTI of the National Housing Act. 

§ 238.1 Form of application* 

The application must be made upon a 
standard form prescribed by the Com¬ 
missioner and filed at the local Federal 
Housing Administration office serving 
the area in which the property Is located. 

§ 238.5 Application and commitment 
fee. 

The application must be accom¬ 
panied by the Investor's check to cover an 
application fee computed at the rate of 
$150 per $1,000 of the estimated invest¬ 
ment stated In the application, to cover 
the cost of analysis by the Commissioner, 
and at the time of delivery of the com¬ 
mitment a further sum (referred to as 
commitment fee) shall be paid, which, 
when added to the application fee. will 
aggregate $3.00 per $1,000 of the esti¬ 
mated investment as specified In the 
commitment. If the application is re¬ 
fused as a result of preliminary exam¬ 
ination by the Commissioner, the fee 
paid will be returned to the applicant 
but no portion of the fee will be returned 
after further work has been performed 
following preliminary examination. If 
the amount of established investment is 
increased after insurance, the fees herein 
provided for shall be based upon the 
amount of such increase. 

8 238.6 In»pcction for. 

An Inspection fee computed at the rate 
of $2.00 per $1,000 of the face amount of 
the commitment shall be paid as pro¬ 
vided for in the commitment. 

§ 238.7 Approval of appliration. 

Upon approval of on application a 
commitment will be Issued upon a form 
approved by the Commission setting 
forth the terms and conditions upon 
which the insurance will be granted. 

Eligible Projects 

§ 238.8 Project eligibility require men tv* 

To be eligible for insurance, a project 
shall meet the following conditions: 

(a) The Commissioner shall be satis¬ 
fied that there is In the locality or metro¬ 
politan area of such project a need for 
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new rental dwellings at rents comparable 
to the rents proposed to be charged for 
the dwellings In such project. 

<b> The project shall be economically 
sound and shall contain al least twenty- 
five (25) dwelling units. 

(C> The dwellings In such project shall 
be acceptable to the Commissioner as to 
quality, design, size and type. 

(d) The Investor shall establish In a 
manner satisfactory to the Commis¬ 
sioner that good and merchantable title 
in fee simple or under long-term lease¬ 
hold (under a lease having a term of not 
less than 99 years which Is renewable or 
under a lease having not less than 60 
years to run from the date of commit¬ 
ment to Insure under Title VII of the 
act Is executed) satisfactory to the Com¬ 
missioner to the real estate to be In¬ 
cluded In the project Is vested In the In¬ 
vestor fre- and clear of liens and will so 
remain as long as the contract of Insur¬ 
ance remains In force, and after com¬ 
pletion of the project, the Investor must 
establish that there arc no outstanding 
unpaid obligations contracted In con¬ 
nection with the construction or comple¬ 
tion of the project, except taxes and 
such other liens and obligations as may 
be approved or prescribed by the Com¬ 
missioner. Debentures Issued by the In¬ 
vestor which are payable out of net in¬ 
come from the project and from the 
benefits of the Insurance contract shall 
not be construed as ‘'unpaid obligations*’ 
as such term Is used In this paragraph. 

(e) The project may Include, In ad¬ 
dition to the dwellings, such stores, com¬ 
mercial or community facilities as the 
Commissioner shall determine to be 
necessary or desirable appurtenances to 
the project. 

(f) Hie investor shall establish In a 
manner satisfactory to the Commissioner 
that It has and will make available suf¬ 
ficient funds to complete the project in 
accordance with the plans and specifica¬ 
tions approved by the Commissioner. 

(g) An Investor must establish that 
no restriction upon the sale or occupancy 
of the project, on the basis of race, color, 
or creed, has been filed of record at any 
time subsequent to February 15. 1950, 
and must certify that so long as the In¬ 
surance contract remains in force he will 
not file for record any restriction affect¬ 
ing the project or execute any agreement, 
lease, or conveyance affecting the project 
which Imposes any such restriction upon 
Its sale or occupancy. 

(h) (1) Any contract or subcontract 
executed for the performance of con¬ 
struction of the project shall comply with 
all applicable labor standards and provi¬ 
sions of the regulations of the Secretary 
of Labor, issued May 9. 1951 (29 CFR 5.1 
to 5.12). 

(2) No construction contract shall be 
entered into with a general contractor 
or any subcontractor If such contractor 
or any such subcontractor or any firm, 
corporation, partnership or association 
in which such contractor or subcontrac¬ 
tor has a substantial interest is Included 
on the ineligible list of the contractors or 
subcontractors established and maln- 


RULES AND REGULATIONS 

tained by the Comptroller General, pur¬ 
suant to regulations of the Secretary of 
Labor (29 CFR 5.6 (b)>. 

1 3) No project shall be eligible for In¬ 
surance unless subsequent to completion 
of construction there is filed a certificate, 
executed by the general contractor, in 
the form required by the Commissioner, 
certifying that the laborers and mechan¬ 
ics employed In the construction of the 
dwelling or dwellings or housing project 
Involved have been paid not less than 
the wages prevailing In the locality In 
which the work was performed for the 
corresponding classes of laborers and 
mechanics employed on construction of 
a similar character, as determined by the 
Secretary of Labor prior to the beginning 
of construction and after the date of 
filing of the application for insurance. 

• Rents 

§ 238.9 Rental srcliccliilc'. 

No charge shall be made by the in¬ 
vestor for the dwelling accommodations 
offered by the project in excess of that 
provided in a rental schedule to be filed 
with the Commissioner and approved by 
him or his duly constituted representa¬ 
tive prior to the opening of the project 
for rental: Provided, That in no event 
shall the rent proposed to be charged or 
collected for any dwelling In the project. 
Including charges for heat and other 
customary services as determined by the 
Commissioner, exceed $120 per month, 
nor shall the average rental for all 
dwellings In the project exceed $100 per 
month. 

§ 238.10 Cliitrgr* in addition to maxi* 

mum rental. 

The established maximum rental shall 
be the maximum authorized charge 
against any tenant for the dwelling 
accommodations offered exclusive of 
telephone, gas, electric, and refrigeration 
services. Charges in addition to such 
maximum rental may be made against a 
tenant for telephone, gas. electric, re¬ 
frigeration. and other facilities and priv¬ 
ileges furnished by the investor, but only 
with the approval of the Commissioner. 
No additional amounts may be required 
from a tenant In the nature of security 
deposits as a condition to occupancy of 
such units without the prior approval of 
the Commissioner. 

Title 

§238.11 Title. 

At the time the contract of Insurance 
Is executed, the Investor shall furnish 
to the Commissioner a survey satisfac¬ 
tory to him and a policy of title Insur¬ 
ance as provided In paragraph (a) of 
this section: Provided , however , That In 
the event the 1 vestor Is unable to fur¬ 
nish such policy lor reasons satisfactory 
to the Commlssioter the Investor, with¬ 
out expense to the Commissioner, shall 
furnish evidence of title as prescribed In 
paragraphs (b>. (c) or (d) of this sec¬ 
tion as the Commissioner may require. 

(a) An owner's policy of title Insur¬ 
ance Issued by a company satisfactory to 
the Commissioner In such form and 


amount as may be approved by the Com¬ 
missioner. Such policy shall run to the 
Investor and the Commissioner as their 
respective interests may appear and may 
contain such exceptions, restrictions and 
limitations as are approved by the Com¬ 
missioner. 

<b) An abstract of title satisfactory to 
the Commissioner prepared by an ab¬ 
stract company or Individual engaged 
In the business of preparing abstracts of 
title, accompanied by a legal opinion sat¬ 
isfactory to the Commissioner as to the 
quality of such title signed by an at¬ 
torney experienced In the examination 
of titles. 

(c) A Torrens or similar title certifi¬ 
cate. 

(d) Evidence of title conforming to the 
standards of a supervising branch of the 
Government of the United States of 
America or of any State or Territory 
thereof. 

Effective Date 
§238.12 FfTcctivr dale. 

The administrative rules in this sub- 
part are effective as to all projects on 
which a commitment to Insure under 
Title VII is Issued on or after November 
12.1948. 

Subpart B—Contract Rights and 
Obligations 

§ 238.251 Rcfiniiioftft. 

As used In this subpart, the following 
terms sliall have the meanings respec¬ 
tively ascribed to them below, and unless 
the context clearly Indicates otherwise, 
shall include the plural as well as the 
singular number. 

(a) The term ’’Commissioner’" shall 
mean the Federal Housing Commis¬ 
sioner. 

(b) The term ’ act" shall mean the 
National Housing Act, as amended. 

(c) The term '’contract of Insurance’’ 
shall mean the WTitten Instrument duly 
executed by the Commissioner and the 
Investor, setting forth the terms, condi¬ 
tions and provisions of Insurance. 

(d) The term '’Investor'' shall mean 
the Insured named In the contract of 
insurance and shall Include any assignee, 
pledgee or transferee of the Insured 
which has been approved by the Com¬ 
missioner and which is entitled to re¬ 
ceive the benefits of the Insurance con¬ 
tract. 

(e) The term '’project" shall mean a 
project (Including all property, real and 
personal, contracts, rights and choses In 
action acquired, owned or held by the 
Investor In connectiop therewith) of an 
Investor designed and used primarily for 
the purpose of providing dwellings, the 
occupancy of which Is permitted by the 
investor In consideration of agreed 
charges, and may Include such stores, 
offices, commercial, community or other 
facilities as the Commissioner may ap¬ 
prove. 

(f) The term "estimated Investment ’ 
shall mean the estimated cost of the de¬ 
velopment of the project as stated In the 
application submitted to the Commis¬ 
sioner for Insurance under Title VII of 
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the act and the regulations in this sub¬ 
part. • 

(g) The term “establishment invest¬ 
ment” shall mean the amount of the rea¬ 
sonable costs as approved by the Com¬ 
missioner, Incurred by the investor in, 
and necessary for carrying out all works 
and undertakings for the development 
of the project, and shall Include the 
premium diarge for the first operating 
year and the cost of all necessary sur¬ 
veys, plans and specifications, architec¬ 
tural, engineering, or other special serv¬ 
ices (land acquisition, site preparation, 
construction and equipment; a reason¬ 
able return on the funds of the investor 
paid out in the course of the development 
of the project up to, and including, the 
Initial occupancy date; necessary ex¬ 
penses in connection with the initial oc¬ 
cupancy of the project; and the cost of 
such Items as the Commissioner shall 
determine to be necessary for the de¬ 
velopment of the project: 

(1) Less the amount by which the rents 
and revenues derive from the project 
up to, and Including, the initial oc¬ 
cupancy date exceeded the reasonable 
and proper expenses as approved by the 
Commissioner, Incurred by the Investor 
in. and necessary for, operating and 
maintaining said project up to. and in¬ 
cluding, the initial occupancy date, or 

(2) Plus the amount by which such ex¬ 
penses exceeded such rents and revenues 
as the case may be: Provided , That the 
amount of the established Investment so 
determined and approved by the Com¬ 
missioner as of the date of initial oc¬ 
cupancy of the project shall be subject 
to adjustment from time to time pursu¬ 
ant to the authority contained in section 
712 of the act. and in accordance with 
the regulations in this subpart, to provide 
for increases, in such amounts as the 
Commissioner determines, if the Investor 
makes capital improvements or addi¬ 
tions to the project, or to provide for 
decreases, in such amounts as the Com¬ 
missioner determines. If any part of the 
project is sold or transferred. 

<h) The term “physical completion 
date” shall mean the last day of the 
calendar month In which the Commis¬ 
sioner determines that the construction 
of the project is substantially completed 
and substantially all of the dwellings 
therein are available for occupancy. 

<i) The term “Initial occupancy date” 
shall mean the last day of the calendar 
month In which 90 percent In number 
of the dwellings in the project on the 
Physical completion date shall have been 
occupied, but shall In no event be later 
than the last day of the sixth calendar 
month next following the physical com¬ 
pletion date. 

<J) The term “operating year” shall 
mean the period of 12 consecutive calen¬ 
dar months next following the Initial 
occupancy date and each succeeding 
period of 12 consecutive calendar 
months, and the period of the first 12 
consecutive calendar months next fol¬ 
lowing the Initial occupancy date shall 
1* the first operating year. 

<k) The term “gross Income” for any 
operating year shall mean the total rents 
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and revenues and other income derived 
from, or in connection with, the project 
during such operating year. 

(1) The term “operating expenses’* for 
any operating year shall mean the 
amounts, as approved by the Commis¬ 
sioner. necessary to meet the reasonable 
and proper costs of, and to provide for, 
operating and maintaining the project, 
and to establish and maintain reasonable 
and proper reserves for repairs, main¬ 
tenance. and replacements, and other 
necessary reserves during such operat¬ 
ing year, and shall Include necessary ex¬ 
penses for real estate taxes, special 
assessments, premium charges made pur¬ 
suant to Title VTI of the act and the 
regulations in this part, administrative 
expenses, the annual rental under any 
lease pursuant to which the real property 
comprising the site of the project is held 
by the investor, and insurance charges, 
together with such other expenses as the 
Commissioner shall determine to be nec¬ 
essary for the proper operation and 
maintenance of the project, but shall not 
include income taxes. 

<m) The term “net income** for any 
operating year shall mean gross income 
remaining after the payment of the op¬ 
erating expenses. 

(n) The term '‘minimum annual 
amortization charge" shall mean an 
amount equal to 2 percent of the estab¬ 
lished Investment, except that In the 
case of a project where the real property 
comprising the site thereof Is held by 
the Investor under a lease. If (notwith¬ 
standing the proviso of 1 238.252) the 
gross income for any operating year shall 
be less tlian the amount required to pay 
the operating expenses (Including the 
annual rental under such lease), the 
minimum annual amortization charge 
for such operating year shall mean an 
amount equal to 2 percent of the estab¬ 
lished Investment plus the amount of the 
annual rental under such lease to the 
extent that the same Is not paid from the 
gross income. 

(o) The term “annual return" for any 
operating year shall mean the net Income 
remaining after the payment of the min¬ 
imum annual amortization charge. 

<p> The term “Insured annual return" 
shall mean an amount not to exceed 
2% percent per annum on the outstand¬ 
ing Investment and shall be fixed in the 
commitment to insure or in the contract 
of insurance. 

(q) The term “minimum annual re¬ 
turn" for any operating year shall mean 
an amount equal to 3 l ,fc percent of the 
outstanding Investment for such operat¬ 
ing year or sueh lesser amount as shall 
be agreed upon by the Investor and the 
Commissioner. 

(r) The term “excess earnings’* for 
any operating year shall mean the net 
income derived from the project tn ex¬ 
cess of the minimum annual amortiza¬ 
tion charge and the minimum annual 
return and Income taxes. 

(s) The term “outstanding invest¬ 
ment" for any operating year shall mean 
the established Investment less an 
amount equal to: 
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<1> The aggregate of the minimum 
annual amortization charge for each 
preceeding operating year plus 

(2) The aggregate of the excess earn¬ 
ings, if any. during each preceding op¬ 
erating year applied, in addition to the 
minimum annual amortization charge, 
to amortization in accordance with the 
provisions of I 238.254: 

Provided, That the outstanding invest¬ 
ment for any operating year shall be 
subject to adjustment in such amounts 
as the Commissioner determines, pur¬ 
suant to the authority contained in sec¬ 
tion 712 of the act and the regulations 
in this subpart, to provide for a reduction 
in such outstanding investment for any 
operating year pending the restoration 
of damage to the project caused by fire, 
flood, earthquake, tornado or other 
casualty. 

§ 238.2.72 IVrniiuni*. 

(a) The investor shall pay to the 
Commissioner an annual insurance pre¬ 
mium in an amount equal to Vi of 1 per¬ 
cent of the outstanding investment for 
the operating year for which such pre¬ 
mium charge is payable without taking 
into account the excess earnings, if any. 
applied, in addition to the minimum 
amortization charge, to amortization of 
the outstanding investment. Such pre- 
mimum charge shall be payable annually 
in advance by the investor either in cash 
or debentures issued by the Commis¬ 
sioner under Title VII of the act at par 
plus accrued interest: Provided , That if 
in any operating year the gross income 
shall be less than the operating expenses, 
the premium charge payable during such 
operating year shall be waived, but only 
to the extent of the amount of the dif¬ 
ference between such expenses and such 
Income and subject to subsequent pay¬ 
ment out of any excess earnings as pro¬ 
vided In § 238.254. 

(b) The first premium covering the 
first operating year shall be payable on 
the date the contract of insurance is exe¬ 
cuted and subsequent annual premiums 
shall be paid on or before the first day of 
each succeeding operating year until the 
project is acquired by the Commissioner 
or until the contract of insurance Is 
otherwise terminated as set forth in 
5 238.258. At the close of each operating 
year the premium payable in advance for 
such operating year may be adjusted to 
take into account any increase or de¬ 
crease In the outstanding investment for 
such operating year pursuant to the au¬ 
thority contained in section 712 of the 
act and the regulations in this subpart 
and any excess premiums collected shall 
be refunded to the investor and any defi¬ 
ciencies in the amount of the premium 
already collected and the amount found 
to be due for such operating year shall 
be paid by the investor. 

§ 230.233 Cunlrnrl of insurance. 

Upon compliance satisfactory to the 
Commissioner with the terms of the com¬ 
mitment to Insure, the Commissioner 
and the investor shall execute the con¬ 
tract of insurance. The Commissioner 
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and the Investor shall thereafter be 
bound by the contract of Insurance, sub¬ 
ject to the provisions of the regulations 
In this subpart which shall form part of 
each such contract. Any or all rights, 
claims or other benefits under the provi¬ 
sions of the insurance contract may be 
assigned, pledged or otherwise trans¬ 
ferred upon such terms and conditions 
as may be approved by the Commis¬ 
sioner and agreed upon by an Instrument 
in writing executed by the original in¬ 
vestor and by an assignee, pledgee, or 
other transferee satisfactory to the Com¬ 
missioner. 

§ 238.254 Kxccm earning*. 

For all of the purposes of any insur¬ 
ance contract. 50 percent of the excess 
earnings, if any. for any operating year 
may be applied, in addition to the mini¬ 
mum annual return, to return on the 
outstanding investment but only to the 
extent that such application thereof does 
not result In an annual return of more 
than 5 percent of the outstanding in¬ 
vestment for such operating year, and 
the balance of any such excess earnings 
shall be applied. In addition to the mini¬ 
mum annual amortization charge, to 
amortization of the outstanding Invest¬ 
ment: Provided . That if In any preceding 
operating years the gross Income shall 
have been less than the operating ex¬ 
penses, such excess earnings shall be ap¬ 
plied to the extent necessary in whole 
or in part, first, to the reimbursement of 
the amount of the difference between 
such expenses (exclusive of any pre¬ 
mium charges previously waived under 
f 238.252) and such income, and second, 
to the payment of any premium charges 
previously waived hereunder. 

§ 238.255 Supcn inion of 

(a) Maintenance of books and records. 
The investor shall establish and maintain 
such books, records and accounts with 
respect to the Insured project as may bo 
prescribed by the Commissioner and will. 
In the Judgment of the Commissioner, 
adequately and accurately reflect the 
condition and operations of the project. 
The investor shall agree to permit the 
Commissioner or his agent at all reason¬ 
able times upon request to examine any 
and all books, records, contracts, docu¬ 
ments. and accounts of the investor 
which reflect In any way the condition 
or operations of the project. 

(b) Financial and operating state¬ 
ments. With respect to each project, the 
contract of insurance shall provide that 
after the close of each operating year the 
investor shall submit to the Commis¬ 
sioner for approval a financial and oper¬ 
ating statement covering such operating 
year In such form as the Commissioner 
may prescribe. If any such financial 
and operating statement shall not have 
been submitted or. for proper cause, shall 
not have been approved by the Commis¬ 
sioner. payment of any claim submitted 
by the Investor may. at the option of 
the Commissioner, be withheld, tn whole 
or in part, until such statement shall 
have been submitted and approved. 

(c) Special information and reports . 
The investor shall furnish, at the request 
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of the Commissioner or his agent, specific 
answers to questions upon which infor¬ 
mation is desired from time to time re¬ 
lating to the Inoome, assets, liabilities, 
contracts, operation, rents, or condition 
of the property and any other informa¬ 
tion with respect to the investor or the 
project which may reasonably be re¬ 
quired. 

<d) Rents to conform with rental 
schedule. The investor shall charge and 
collect rents for the dwelling units in the 
project only in accordance with a rent 
schedule approved by the Commissioner. 
No change therein nor additional re¬ 
quirements In the nature of security de¬ 
posits as a condition to occupancy of such 
units shall be made by the investor with¬ 
out the prior approval of the Commis¬ 
sioner. 

(e) Increases and decreases in estab¬ 
lished Investment. No capital expendi¬ 
ture for additions or Improvements 
which would have the effect of increasing 
the established Investment or no sale of 
any portion of the project which would 
have the effect of reducing the estab¬ 
lished investment shall be made without 
the prior written approval of the Com¬ 
missioner. In no event shall the Investor 
mortgage or pledge ail or any part of the 
project as security for any debt so long 
as the contract of insurance remains in 
force. 

§ 238.256 Pnrxnctit of claim*. 

If in any operating year the net in¬ 
come of a project Is less than the aggre¬ 
gate of the minimum annual amortiza¬ 
tion charge and the Insured annual 
return, the Commissioner, upon submis¬ 
sion by the investor of a claim for the 
payment of the amount of the difference 
between such net Income and the aggre¬ 
gate of the minimum annual amortiza¬ 
tion charge and the insured annual re¬ 
turn, and after proof of the validity of 
such claim, shall pay to the investor in 
cash from the General Insurance Fund 
the amount of such difference as deter¬ 
mined by the Commissioner, but not ex¬ 
ceeding in any event an amount equal 
to the aggregate of the minimum annual 
amortization charge and the insured an¬ 
nual return. 

§ 238.257 Debenture**. 

(a) Commissioner's right to acquire 
project. IS the aggregate of the amounts 
paid to the Investor pursuant to 8 238.256 
shall at any time equal or exceed 15 per¬ 
cent of the established Investment, the 
Commissioner thereafter shall have the 
right, after written notice to the investor 
of his Intention so to do. to acquire, as of 
the first day of the operating year after 
such notice Is given, such project in con¬ 
sideration of the issuance and delivery to 
the investor of debentures having a total 
face value equal to 90 percent of the out¬ 
standing investment for such operating 
year. In any such case, the Investor 
shall be obligated to transfer and convey 
to the Commissioner good and merchant¬ 
able title to the project undamaged by 
fire, earthquake, flood, tornado, or waste, 
and free and clear of all liens, encum¬ 
brances, and defects, except such as were 
approved by the Commissioner at the 


time the project was Insured or may be 
approved by him at the time of such 
transfer, and shall furnish to the Com¬ 
missioner satisfactory continuation of 
the title evidence approved at the time of 
Insurance to. and Including, the trans¬ 
fer to the Commissioner without cost to 
him. In the event the investor fails to 
meet the obligation described In the pre¬ 
ceding sentence, the Commissioner may. 
at his option, terminate the insurance 
contract. 

(b) Investor's right to convey project 
to Commissioner . If in any opera tl*: 
year the aggregate of the differences be¬ 
tween the operating expenses (exclusive 
of any premium charges previously 
waived under 8 238.252> and the gross In¬ 
come for the preceding operating year 
less the aggregate of any deficits In such 
operating expenses reimbursed from ex¬ 
cess earnings as provided In 8 238.254. 
shall at any time equal or exceed 5 per¬ 
cent of the established investment, the 
investor shall thereafter have the light, 
after written notice to the Commission*: 
of his intention so to do. to convey the 
project to the Commissioner as of the 
first day of the operating year after such 
notice is given, and to receive from the 
Commissioner debentures having a total 
face value equal to 90 percent of the out¬ 
standing investment for such operating 
year. In any case, the investor shall 
be obligated to transfer and convey to the 
Commissioner good and merchantable 
title to the project, undamaged by firr. 
earthquake, flood, tornado, or waste, and 
free and clear of all liens, encumbrance 
and defects, except such as were ap¬ 
proved by the Commissioner at the time 
the project was Insured or may be ap¬ 
proved by him at the time of such trans¬ 
fer. and shall furnish the Commission . 
satisfactory continuation of the title 
evidence approved at the time of insur¬ 
ance to. and Including, the transfer to 
the Commissioner without cost to him 

(c) Waste. The term “waste” as used 
in paragraphs (a) and (b) of this section 
means permanent or substantial injury 
caused by unreasonable use or abuse, and 
Is not Intended to include damage caused 
by ordinary wear and tear. 

(d) Effect of Commissioners acquisi¬ 
tion of project. Upon the acquisition of 
a project by the Commissioner pursuant 
to this section, the insurance contract 
shall terminate. 

(e) Date and term of debenture: 
The debentures issued under Title VII of 
the act to any Investor shall be issued in 
accordance with the provisions of section 
708 of the act. shall be dated as of the 
first day of the operating year in which 
the project for which such debentures 
were issued was acquired by the Commis¬ 
sioner. shall bear Interest at the rate of 
2% percent per annum, payable semi¬ 
annually on the first day of January and 
the first day of July of each year, and 
shall mature on the first day of July In 
the twentieth year following the date of 
Issuance thereof. Such debentures shall 
be registered as to principal and Inter¬ 
est and all or any such debentures may 
be redeemed at the option of the Com¬ 
missioner with the approval of the Secre ¬ 
tary of the Treasury at par and accrued 
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Intercat on any Interest payment date on 
3 months' notice of redemption Riven 
in such manner as the Commissioner 
shall prescribe. Such debentures shall 
be Issued in multiples of $50 and any dif¬ 
ference not in excess of $50 between the 
amount of debentures to which the in¬ 
vestor is otherwise entitled hereunder 
and the aggregate face value of the de¬ 
bentures issued shall be paid in cash by 
the Commissioner to the investor. 

£ 238.258 Termination and rrin»tatr- 
nifnt of contract of Insurance. 

(a) Termination of insurance con - 
tract at investor's option. The Investor, 
after written notice to the Commissioner 
of his intention to do so, may terminate, 
as of the close of any operating year in 
which such notice is given, any contract 
of Insurance, upon payment to the Com¬ 
missioner of an adjusted premium charge 
of 1 percent of the established Invest¬ 
ment but not in excess of the aggregate 
amount of the premium charges which 
the Investor otherwise would have been 
required to pay if such contract of In¬ 
surance had not been so terminated. 

(b> Termination of insurance contract 
at Commissioner's option . The Commis¬ 
sioner may, at his option, terminate any 
insurance contract in the event that: 

<1) The investor falls or refuses for a 
period of 30 days after receipt of a de¬ 
mand by the Commissioner to pay in¬ 
surance premiums in accordance with 
the provisions of 9 238.252. 

(2) The investor sells or transfers all 
or any part of the project without the 
approval of the Commissioner. 

(3) The Investor falls or refuses to 
comply with the requirements and sub¬ 
mit to the supervision of the Commis¬ 
sioner in the manner and to the extent 
prescribed in 5 238.255. 

(c) Reinstatement of insurance con¬ 
tract. Upon application by the investor 
and compliance with such terms and 
conditions as may be required by the 
Commissioner in connection with the 
particular transaction any contract of 
insurance terminated pursuant to para¬ 
graph (b) of this section may be rein¬ 
stated. subject to the Investor making 
payment to the Commissioner of an 
amount equal to the Insurance premiums 
which would have been due and pay¬ 
able If the contract of Insurance had not 
been terminated. 

(d) Expiration of insurance contract 

Any Insurance contract shall expire as 
of the first day of the operating year 
for which the outstanding Investment 
amounts to not more than 10 percent of 
the established investment. # 

§ 238.259 Amendment of regulation*. 

The regulations in this part may be 
amended by the Commissioner at any 
time and from time to time, in whole or 
In part, but such amendment shall not 
adversely affect the Interests of a mort¬ 
gagee under the contract of insurance on 
any mortgage already insured or to be 
insured on which the Commissioner has 
made a commitment to insure. 
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§238.260 Effcclivo dale. 

The regulations In this subp&rt shall 
be effective as to all contracts of Insur¬ 
ance or commitments to insure issued 
subsequent to the date hereof. 

PART 240—MORTGAGE INSURANCE 
ON LOANS FOR FEE TITLE PURCHASE 

Subpart A—Eligibility Requirement* 

Sec. 

240.1 Incorporation by reference. 

240.5 Maximum loan amounts. 

240 10 Use of proceeds. 

240.15 Nature of property. 

Subpart S Contract Rights and Obligations 

240.251 Incorporation by reference. 

Atmtcamr: The provisions of Oils Part 
240 Issued under sec. 211. 52 Btat. 23. as 
amended, sec. 240. 82 Stat. 476. as amended: 
12 UJ8.C. 1715b. 

Subpart A—Eligibility Requirements 
§210.1 Incorporation by reference. 

<a> All of the provisions in 99 203.50 
et seq. of this chapter covering insured 
home improvement loans under section 
203(k) of the Act shall apply to loans 
for the purchase of the fee simple title 
to property which are Insured under sec¬ 
tion 240 of the Act except the following 
provisions: 

Sec. 

203.73 Maximum loan amounts. 

203.82 Use of proceeds. 

203.83 Nature of borrower's ownership. 

203 05 Owner-occupancy In military service 

cases. 

<b> For the purposes of this subpart, 
all references in 99 203.50 et seq. of this 
chapter to: 

(1) Section 203(k) of the Act shall be 
construed to refer to section 240 of the 
Act 

(2) Sections 203.50 et seq. of this 
chapter shall be construed to refer to 
this subp&rt. 

§ 210.5 Maximum loan amounts. 

The loan shall not exceed: 

(a) The cost of purchasing the fee 
simple title or $10,000 per family unit, 
whichever is the lesser; or 

(b) An amount which when added to 
any outstanding Indebtedness related to 
the property, as determined by the Com¬ 
missioner. creates a total outstanding 
Indebtedness which does not exceed the 
limits prescribed in 99 203.18(a) (1), 203 - 
18(b), or 203.18(c) of tills chapter, as 
applicable. 

§ 240.10 IW of proceed*. 

The proceeds of the loan shall be used 
only by homeowners to finance the pur¬ 
chase of the fee simple title to property 
on which their homes are located. 

§ 240.15 Nature of property. 

To be eligible for Insurance, the loan 
must relate to property on which there 
is located a dwelling designed princi¬ 
pally for a one-, two-, three- or four- 
family residence, and which prior to the 
purchase of the fee simple title is being 
leased by the borrower under a long¬ 
term ground lease. 
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Subpart B—Contract Rights and 
Obligations 

§ 240.251 Incorporation by reference. 

(a) All of the provisions of 99 203.440 
et seq. of this chapter covering insured 
home improvement loans under section 
203(k) of the Act shall apply to loans 
for the purchase of the fee simple title 
to property which are insured under sec¬ 
tion 240 of the Act. 

<b) In addition to the provisions of 
paragraph (a) of tills section, the defi¬ 
nitions contained in 9 203.50 of this chap¬ 
ter shall apply to this subpart. 

PART 241—SUPPLEMENTARY FI¬ 
NANCING FOR INSURED PROJECT 
MORTGAGES 

Subport A—Eligibility Requirement* 

Sec. 

241.1 Definition*. 

241,10 Application and commitment fees. 
241.15 Commitment*. 

241.20 Inspection fee. 

241.26 Fees on Increases. 

241.30 Refund of foes. 

241,35 Chargee by lender. 

241.40 Eligible lenders. 

241.45 Note and security form. 

241.55 Method of loan payment. 

241.60 Date of first payment to principal. 
241 65 Maturity. 

241.70 Maximum loan amount. 

241 75 Maximum Interest rate. 

241 80 EJlglblUty of title. 

241 85 Title evidence. 

241 00 Accumulation of next premium. 
241.95 Application of payment*. 

241.100 Prepayment privilege and charge. 
241.105 Late charge. 

241.110 Certificate of use for transient or 
hotel purposes. 

241.115 Zoning, deed or building restric¬ 
tions. 

241.120 Certificate of nondiscrimination by 
borrower. 

241.125 Use of loan proceeds. 

24 l.l 30 Supervision by Commissioner. 

241.135 Building loan agreement. 

241.140 Assurance of completion. 

241.145 Labor requirements. 

241.150 Discrimination prohibited. 

241.155 Coet certification requirements; 

loans $200,000 or less. ■ 

241.160 Cost certification requirements; 

loans over $200,000. 

241.249 Effect of amendments. 

Subport B—Contract Rights and Obligations 

241.251 Incorporation by reference. 

241.260 Definitions. 

241.265 Termination of insurance. 

241270 Refund upon termination of Insur¬ 
ance. 

241275 No vested right In fund. 

Auntojimr: The provisions of this Part 241 
issued under sec. 211. 52 8tat. 23, os amended, 
seo. 241. 82 8tat. 508. as amended; 12 US.C, 
1715b, 17157-0. 

Subpart A—Eligibility Requirements 

§241,1 Definitions. 

As used in this subpart, the following 
terms shall have the meaning Indicated: 

(a) ‘Commissioner" means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representative. 

(b) "Act" means the National Hous¬ 
ing Act. as amended. 

(c) "FHA" means the Federal Housing 
Administration. 
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Cd) "Insured loan*’ means & loan which 
has been Insured by the FHA, as evi¬ 
denced by the endorsement of the credit 
Instrument for Insurance by the Com¬ 
missioner. 

(e) "Insurance premium" means the 
loan Insurance premium paid by the 
financial institution to the Commis¬ 
sioner in consideration of the contract of 
Insurance. 

(f) "Loan" means an advance of funds 
or credit evidenced by & note, which Is 
secured by a security Instrument. 

(g) "Outstanding indebtedness relat¬ 
ing to the property" means the total out¬ 
standing amount of unsecured obliga¬ 
tions of the borrower Incurred In 
connection with Improving, repairing or 
maintaining the property and outstand¬ 
ing mortgages or obligations constituting 
liens on the title to the property to be 
improved. 

(h) "Lender" means an approved 
financial institution eligible for insur¬ 
ance under section 241 of the Act that 
is the holder of an Insured loan or the 
holder of a loan presented for insurance. 

(1) "Borrower" means the owner of a 
project covered by an insured mortgage 
or a mortgage held by the Secretary, 
which owner receives and becomes pri¬ 
marily obligated for the payment of a 
supplementary loan. 

<J> "Secretary" means the Secretary 
of Housing and Urban Development or 
his authorized representatives. 

§241.10 Application and commitment 
fm. 

(a) Application. An application for the 
issuance of either a conditional or firm 
commitment for insurance of an Im¬ 
provement loan on a project shall be 
submitted by an approved lender and by 
the sponsors of such project through the 
local FHA office on an approved FHA 
form. No application shall be considered 
unless the exhibits called for by such 
form are furnished. 

(b) Application and commitment 
fees —(1) Application for conditional 
commitment. An application fee of $1.50 
per thousand dollars of the amount of 
the loan applied for shall accompany 
the application for a conditional 
commitment. 

(2) Applicatioji for Arm commitment. 
An application for a firm commitment 
shall be accompanied by the payment 
of an application fee of $1.50 per thou¬ 
sand dollars of the amount of the loan 
applied for, If such fee has not been 
previously submitted. A commitment fee. 
in an amount which, when added to the 
application fee, will aggregate $3 per 
thousand dollars of the loan applied for, 
shall also be submitted with the applica¬ 
tion for a firm commitment. 

§ 241.15 Commitment*. 

(a) Conditional commitment. The is¬ 
suance of a conditional commitment in¬ 
dicates completion of the Commissioner's 
preliminary analysis of the project and 
constitutes an agreement by the Com¬ 
missioner. subject to specified terms and 
conditions, to accept an application for 
a firm commitment. 


rb) Firm commitment. The Issuance 
of a firm commitment indicates the 
Commissioner's approval of the applica¬ 
tion for insurance and sets forth the 
terms and conditions upon which the 
loan will be insured. 

(c) Types of Arm commitment. The 
firm commitment may provide for the 
Insurance of advances of loan money 
made during construction or may provide 
for the insurance of the loan after com¬ 
pletion of the Improvements. 

(d) Term of commitment. <l) A con¬ 
ditional commitment shall be effective 
for whatever term is specified in the text 
of the commitment. 

(2) A firm commitment to Insure ad¬ 
vances shall be effective for a period of 
not more than 180 days from the date 
of issuance. 

(3) A firm commitment to insure upon 
completion shall be effective for a desig¬ 
nated term within which the borrower is 
required to begin construction, and if 
construction is begun as required, the 
commitment shall be effective for such 
additional period, estimated by the 
Commissioner, as will allow for comple¬ 
tion of construction. 

(4) The term of either a conditional 
or firm commitment may be extended in 
such manner as the Commissioner may 
prescribe. 

fe) Reopening of expired commit¬ 
ments. An expired conditional or firm 
commitment may be reopened if a re¬ 
quest for reopening is received by the 
Commissioner within 80 days of the ex¬ 
piration of the commitment. The re¬ 
opening request shall be accompanied 
by a fee of 50 cents per thousand dollars 
of the amount of the expired commit¬ 
ment. If the reopening request is not 
received by the Commissioner within the 
required 80-day period, a new applica¬ 
tion. accompanied by the required ap¬ 
plication and commitment fee. must be 
submitted. 

§ 241.20 Inspection fee. 

The firm commitment may provide for 
the payment of an Inspection fee in an 
amount not to exceed $5 per thousand 
dollars of the commitment. If an inspec¬ 
tion fee Is required, it shall be paid as 
follows: 

(a) If the case Involves the insurance 
of advances. It shall be paid at the time 
of initial endorsement. 

Cb) If the case involves insurance upon 
completion, it shall be paid prior to the 
date construction is begun. 

§ 2 11.25 Fee* on increases. 

(ft) Increase in Arm commitment prior 
to endorsement. An application, filed 
prior to initial endorsement (or prior to 
endorsement in a case involving Insur¬ 
ance upon completion), for an Increase 
in the amount of an outstanding firm 
commitment shall be accompanied by a 
combined additional application and 
commitment fee. This combined addi¬ 
tional fee shall be in an amount which 
will aggregate $3 per thousand dollars 
of the amount of the requested increase. 
If an inspection fee was required in the 
original commitment, an additional In¬ 


spection fee shall be paid in an amount 
computed at the same dollar rate per 
thousand dollars of the amount of in¬ 
crease In commitment as was used for 
the inspection fee required in the original 
commitment. When Insurance of ad¬ 
vances is involved, the additional in¬ 
spection fee shall be paid at the time of 
Initial endorsement. When insurance 
upon completion is involved, the addi¬ 
tional Inspection fee shall be paid prior 
to the date construction is begun or if 
construction has begun, it shall be paid 
with the application for increase. 

<b) Increase in loan between initial 
and Anal endorsement. Upon an appli¬ 
cation. filed between initial and final en¬ 
dorsement. for an increase In the amount 
of the loan, either by amendment or by 
substitution of a new loan, a combine:! 
additional application and commitment 
fee shall accompany the application 
This combined additional fee shall be in 
an amount which will aggregate $3 per 
thousand dollars of the amount of the 
Increase requested. If an inspection fee 
was required in the original commitment, 
an additional inspection fee shall accom¬ 
pany the application In an amount not 
to exceed $5 per thousand dollars of the 
amount of the Increase requested. 

§ 241.30 Refund of fee*. 

If the amount of the commitment is¬ 
sued or increase in loan granted is lees 
than the amount applied for, the Com¬ 
missioner shall refund the excess amount 
of the application and commitment fees 
submitted by the applicant. If an appli¬ 
cation is rejected before it Is assigned for 
processing, or In such other instances as 
the Commissioner may determine, the 
entire application and commitment fees 
or any portion thereof may be returned 
to the applicant. Commitment, inspec¬ 
tion. and reopening fees may be re¬ 
funded, in whole or in part, if it Is deter¬ 
mined by the Commissioner that there is 
a lack of need for the housing or that 
the construction of financing of the 
project has been prevented because of 
condemnation proceedings or other legal 
action taken by governmental body or 
public agency, or in such other in¬ 
stances as the Commissioner may deter¬ 
mine. A transfer fee may be refunded 
only in such instances as the Oammii- 
sioner may determine. 

§ 241.35 Charge# by lender. 

(a) The lender may collect from the 
borrower the amount of the fees pro¬ 
vided for by this subpart. 

tb) The lender may also collect from 
the borrower an initial service charge, as 
reimbursement for the cost of closing the 
transaction, in an amount not to exceed 
the following: 

(1> Two percent of the original prin¬ 
cipal amount of the loan in all case* 
except where the loan proceeds are to 
be used only for the purchase of equip¬ 
ment for a nursing home or group prac¬ 
tice facility. 

<2) One-half of 1 percent of the orig¬ 
inal principal amount of the loan w f her? 
the loan proceeds are to be used only 
for the purchase of equipment for a 
nursing home or group practice facility 
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(c) Any charges to be collected by the 
lender in addition to those prescribed in 
paragraphs (a) and (b) of this section, 
shall be subject to the prior approval 
of the Commissioner. 

§241.40 Eligible lender*. 

Lenders meeting the applicable eligi¬ 
bility qualifications and requirements 
contained in §§ 203.1-203.4 or 203.6 of 
this chapter shall be eligible for insur¬ 
ance of project improvement loans under 
this subpart. 

§ 241.45 Note and •ertirity form. 

The lender shall present for Insurance 
a note and security instrument on forms 
approved by the CommisJsoner for use In 
the Jurisdiction in which the property to 
be improved Is located. 

§ 241.55 Method of loan payment. 

The loan shall provide for monthly 
payments on the first day of each month 
on account of interest and principal and 
shall provide for payments in accordance 
with the amortization plan as agreed 
upon by the borrower, the lender, and the 
Commissioner. 

§ 241.60 Date of ftnl payment to prin¬ 
cipal. 

The Commissioner shall estimate the 
time necessary to complete the improve¬ 
ments to the project and shall establish 
the date of the first payment to principal. 

§ 241,65 Maturity. 

The loon shall have a maturity satis¬ 
factory to the Commissioner but not to 
exceed the remaining term of the insured 
mortgage. 

§ 211.70 Maximum loan amount. 

(a) Where the project Is covered by 
an insured mortgage, the principal 
amount of the loon shall not exceed the 
lesser of the following: 

(1) Ninety percent of the Commis¬ 
sioner’s estimate of the value of the im¬ 
provements, additions, or equipment. 

(2) An amount which, when added to 
any outstanding indebtedness relating to 
the property, docs not exceed the maxi¬ 
mum mortgage amount Insurable under 
the section or title pursuant to which the 
mortgage covering such project or facility 
Is insured. 

(b) Where the project Is covered by 
a mortgage held by the Secretary, the 
principal amount of the loan shall be in 
an amount acceptable to the Secretary. 

§ 241.75 Maximum intcrc«t ratr. 

The loan shall bear Interest at the rate 
agreed upon by the lender and the bor¬ 
rower, which rate shall not exceed 7 per¬ 
cent, except that where a letter inviting 
submission of an application for com¬ 
mitment was issued by the Secretary be¬ 
fore February 16, 1671, or an application 
for commitment was received by the Sec¬ 
retary before February 18,1971, the loan 
may bear interest at the maximum rate 
In effect at the time of Issuance of the 
letter or receipt of the application. Inter¬ 
est shall be payable in monthly install¬ 
ments on the principal then outstanding. 


§ 241.80 Eligibility of title. 

In order for the mortgaged property to 
be eligible for insurance, the Commis¬ 
sioner shall determine that the title to 
the property is vested in the borrower as 
of the date the security instrument Is 
filed for record. The title evidence will 
be examined by the Commissioner and 
the endorsement of the credit instrument 
for Insurance shall be evidence of Its 
acceptability. 

§241.85 Title evidenc e. 

(a) Upon insurance of the loan, the 
lender shall furnish to the Commissioner 
a survey, satisfactory to the Commis¬ 
sioner, and a policy of title insurance as 

, provided in subparagraph (X) of this 
paragraph. If the lender 1s unable to 
furnish such policy for reasons satisfac¬ 
tory to the Commissioner, the lender 
shall furnish such evidence of title as 
provided in subparagraph (2), (3), or 
(4) of this paragraph as the Commis¬ 
sioner may require. Any survey, policy of 
title insurance, or evidence of title re¬ 
quired under this section shall be fur¬ 
nished without expense to the Commis¬ 
sioner. The acceptable types of title 
evidence are: 

<1) A policy of title insurance issued 
by a company satisfactory to the Com¬ 
missioner. Such policy shall comply with 
the “LXC. Standard Mortgage Form”, 
or the “ATA Standard Mortgage Form*’, 
or such other form as may be approved 
by the Commissioner; shall name the 
lender and the Secretary of Housing and 
Urban Development, as their respective 
Interests may appear, as the insured; and 
shall become an owner's policy, running 
to the lender as owner upon its acquisi¬ 
tion of the property In extinguishment of 
the debt, and to the Secretary as owner 
upon his acquisition of the property pur¬ 
suant to the loan Insurance contract. 

(2) An abstract of title satisfactory to 
the Commissioner, prepared by an ab¬ 
stract company or Individual engaged in 
the business of preparing abstracts of 
title, accompanied by a legal opinion sat¬ 
isfactory to the Commissioner, as to the 
quality of such title, signed by an at¬ 
torney at law experienced in the exami¬ 
nation of titles. 

(3) A Torrens or similar title certifi¬ 
cate. 

<4> Evidence of title conforming to the 
standards of a supervising branch of the 
Government of the United 8tates of 
America, or of any 8tate or territory 
thereof. 

(b) The survey required by paragraph 
(a) of this section need not be furnished 
In connection with a project involving re* 
habllltatlon where the loan does not ex¬ 
ceed $200,090. 

§ 241.90 Accumulation of next pre¬ 
mium. 

The security instrument shall provide 
for payments by the borrower to the 
lender on each interest payment date of 
an amount sufficient to accumulate In the 
hands of the lender one payment period 
prior to its due date the next annual 
Insurance premium payable by the lender 


to the Commissioner. Such payments 
shall continue only as long as the con¬ 
tract of Insurance remains In effect. 

§ 241.95 Application of payment*. 

(a) The security instrument shall pro¬ 
vide that all monthly payments to be 
made by the borrower shall be added to¬ 
gether and the aggregate amount shall be 
paid by the borrower upon each monthly 
payment date in a single payment. The 
lender shall apply the payment In the 
following order; 

(1) Premium charges under the con¬ 
tract of insurance. 

(2) Interest on the loan. 

(3) Amortization of the principal of 
the loan. 

Cb) Any deficiency in the amount of 
any monthly payments required under 
paragraph (a) of this section shall con¬ 
stitute a default. The security instrument 
shall provide for a grace period of 30 
days within which time the default must 
be cured. 

§ 241.100 Prepayment privilege and 
charge. 

(a) Prepayment privilege . (1) The 
security instrument shall contain the 
following provisions: 

(1) A provision permitting prepay¬ 
ment of the loan in whole or in part upon 
any interest payment date after giving 
to the lender 30 days advance written 
notice. 

(11) A provision requiring full prepay¬ 
ment of the loan in the event the insured 
mortgage or the mortgage held by the 
Secretary is paid in full prior to matu¬ 
rity. unless the borrower submits to such 
regulation or restriction as the Commis¬ 
sioner may require. 

(2) If the loan exceeds $200,000, it 
may contain a provision for such charge 
in the event of prepayment of principal 
as may be agreed upon between the bor¬ 
rower and lender. The borrower shall 
be permitted to prepay up to 15 percent 
of the original principal amount of the 
loan in any one calendar year without 
any additional charge. A provision for 
a charge in the event of prepayment may 
not be Included in a loan of $200,000 or 
less. 

(b) Prepayment under cost certifica¬ 
tion. Any reduction in the original prin¬ 
cipal amount of the loan resulting from 
the cost certification requirements of 
§ 241.155 or § 241.160 shall not be oon- 
strued as a prepayment of the mortgage 
permitting the Imposition of any penalty 
or charge. 

§ 241.105 Late charge. 

The note and security Instrument may 
provide for the lender’s collection of a 
late change, not to exceed 2 cents for 
each dollar of each payment to Interest 
or principal more than 15 days In 
arrears, to cover the expense Involved in 
handling delinquent payments. Late 
charges shall be separately charged to 
and oollccted from the borrower and 
shall not be deducted from any aggregate 
monthly payment 
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§ 241.110 Certificate of u*e for transient 
or hotel purpose#. 

(a) The borrower shall certify under 
oath, that so long as the loan Is Insured 
or held by the Commissioner, the bor¬ 
rower will not rent, permit the rental, or 
permit the offering for rental of the 
housing, or any part thereof, covered by 
such loan for transient or hotel purposes. 
For tile purpose of this certificate, the 
term rental for transient or hotel pur¬ 
poses shall mean: 

(1) Rental for any period less than 30 
days; or 

(2) Any rental which includes the 
provision of customary hotel services 
such as room service for food and 
beverages, maid service, furnishing and 
laundering of linens and bellboy service. 

(b) The provisions of paragraph (a) 
of tills section shall not apply In the 
following instances: 

(1) In connection with a housing for 
the elderly project covered by a mortgage 
insured under the provisions of SS 231.1 
et seq of this chapter or by a mortgage 
held by the Secretary. 

(2> In connection with a nursing home 
covered by a mortgage insured under the 
provisions of 55 232.1 et scq. of this 
chapter or by a mortgage held by the 
Secretary. 

(3) In connection with a group prac¬ 
tice facility covered by a mortgage in¬ 
sured under the provisions of 58 1100.1 
et seq. of this chapter or by a mortgage 
held by the Secretary. 

§241.115 Zoning, died or building re- 
itrktioni. 

The project when Improved shall not 
violate any material zoning or deed re¬ 
strictions applicable to the project 
site, and shall comply with all appli¬ 
cable building and other governmental 
regulations. 

§ 241.120 Certificate of nondi*c>ri mi na¬ 
tion by borrower. 

The borrower shall certify to the Com¬ 
missioner as to each of the following 
points: 

(a) That neither he (It), nor anyone 
authorized to act for him (it). will refuse 
to sell or rent, after the making of a 
bona fide offer, or refuse to negotiate for 
the sale or rental of. or otherwise make 
unavailable or deny the property covered 
by the security instrument to any person 
because of race, color, religion, or na¬ 
tional origin. 

(b) That any restrictive covenant on 
such property relating to race, color, re¬ 
ligion. or national origin is recognized as 
being illegal and void and Is hereby 
specifically disclaimed. 

(c) That civil action for preventative 
relief may be brought by the Attorney 
General in any appropriate U.S. District 
Court against any person responsible for 
a violation of this certification. 

§ 211.125 U*e of loan proceed*. 

The proceeds of the loan shall be used 
only to finance improvements or addi¬ 
tions to a multlfamily project or group 
practice facility which Is subject to a 
mortgage insured under any section or 


title of the Act or covered by a mortgage 
held by the Secretary. The proceeds of 
a loan involving a nursing home or a 
group practice facility may also be used 
to purchase equipment to be used in 
the operation of such nursing home or 
facility. 

§ 241.130 Supervision by Commissioner. 

The Commissioner may regulate and 
restrict the borrower as long as the Com¬ 
missioner is the insurer, holder or 
reinsurer of the loan. Such regulation 
or restriction may be in the form of a 
regulatory agreement, corporate charter 
or such other means as the Commis¬ 
sioner approves. 

§ 241.135 Building loon agreement. 

When advances of loan proceeds dur¬ 
ing the construction of the improve¬ 
ments are to be insured, the borrower 
and lender shall, prior to the initial en¬ 
dorsement of the note for insurance, ex¬ 
ecute a building loan agreement approved 
by the Commissioner and setting forth 
the terms and conditions on which prog¬ 
ress payments may be advanced during 
construction. 

§ 2 11.1 10 A>»*ur«nrf of completion. 

(a) The borrower shall furnish assur¬ 
ance of completion of the improvements 
to the project, in the form of a personal 
indemnity agreement, a surety company 
bond or bonds, a cash escrow deposit, a 
letter of credit, or an agreement con¬ 
trolling the disbursement of construction 
funds coupled with a guaranty of per¬ 
formance of the construction contract, 
as required by the Commissioner. No 
assurance of completion shall be required 
in cases not involving insurance of ad¬ 
vances. if the Commissioner determines 
that the work involved in the proposed 
improvements, additions, or equipment 
installation docs not endanger the exist¬ 
ing structure and will not significantly 
interfere with its use during such work. 
The personal indemnity agreement and 
the bonds shall be on forms approved 
by the Commissioner. The surety com¬ 
pany executing a bond must be satisfac¬ 
tory to the Commissioner. Where a cash 
escrow deposit is used, it shall be estab¬ 
lished under an agreement with the 
lender or with a depository satisfactory 
to the lender and the Commissioner 
and shall involve cash or securities of. 
or fully guaranteed as to principal and 
interest by. the United States of America. 
Where an agreement controlling the dis¬ 
bursement of funds coupled with a guar¬ 
anty of performance of the construction 
contract is used, the agreement shall 
contain terms satisfactory to the Com¬ 
missioner. The types of assurance to 
be furnished are as follows: 

<1) Where the estimated cost of the 
improvements is $500,000 or less and as¬ 
surance is required, it may be in the 
form of a personal indemnity agreement 
executed by the principal officers, direc¬ 
tors. stockholders, or partners or indi¬ 
viduals operating as the general con¬ 
tractor. 

(2) Where the estimated cost of the 
improvements is more than $500,000 or 


where such cost is less than $500,000 and 
a personal indemnity agreement Is not 
executed, assurance (if required), may 
be by a surety company bond or bonds, 
a cash escrow deposit, a letter of credit, 
or an agreement controlling the dis¬ 
bursement of construction funds coupled 
with a guaranty of performance of the 
construction contract, the amount of 
which shall be prescribed by the 
Commissioner. 

(b) The lender may accept, in lieu of 
a cosh deposit required by paragraph (a > 
of this section, an unconditional irrevo¬ 
cable letter of credit issued to the lender 
by a banking institution. In the eyent 
a demand under the letter of credit is 
not immediately met. the lender shall 
forthwith provide cash equivalent to the 
undrawn balance thereunder. 

§211.115 I-ubor requirement*. 

All of the labor standards and prevail¬ 
ing wage requirements which were ap¬ 
plicable to the insurance of the existing 
project mortgage, or pursuant to which 
the original project mortgage was In¬ 
sured, shall also be complied with in 
connection with the loan insured under 
this section. 

§ 241.150 Discrimination prohibited. 

Any contract or subcontract for the 
construction of improvements to the 
project shall provide that there shall be 
no discrimination against any employee 
or applicant for employment because of 
race, color, creed or national origin. 

§ 211.155 Co#t certification require¬ 
ments; loans $200,000 or less. 

When the principal amount of the loan 
is $200,000 or less, the following provi¬ 
sions shall apply: 

(a) Certification agreement. The 
lender shall submit with the application 
an agreement on a form prescribed by 
the Commissioner and executed by the 
borrower and the lender, in which: 

(1) The borrower agrees to execute, 
upon completion of the improvements, a 
certificate of the actual cost of the 
Improvements. 

(2) The borrower and the lender agree 
that If the actual cost of the Improve¬ 
ments is less than the amount authorized 
in the commitment, the amount of the 
loan shall not exceed the applicable per¬ 
centage of the actual cost of the improve¬ 
ments, and that the amount of the loan 
shall be further adjusted to the lowest 
$50 multiple where the amount is not 
in excess of $10,000, or adjusted to the 
lowest $100 multiple where the amount 
exceeds $10,000. 

(b) Certificate and adjustment. No 
loan shall be insured unless: 

(1) The required certification of ac¬ 
tual cost U made by the borrower: and 

(2) The amount of the loan is ad¬ 
justed to reflect the actual cost of the 
improvements. 

(c) Cost computation. The term "ac¬ 
tual cost of the improvements" shall 
mean the borrower's cost of the improve¬ 
ments. after deducting the amount of 
any kickbacks, rebates, or trade discounts 
received in connection with the improve¬ 
ments. and Including: 
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(1) The amounts paid under any con¬ 
tract for the Improvements, labor and 
materials, and for any other Items of ex¬ 
pense approved by the Commissioner: 

and 

(2) A reasonable allowance for con¬ 
tractor's profit, in an amount approved 
by the Commissioner, where the Com¬ 
missioner determines that there Is an 
identity of Interest between the borrower 
and the contractor. 

§ 211.160 Goal ccrlifirntion require¬ 
ment*; loan* o%er $200,000. 

When the principal amount of the 
loan is over $200,000, the following pro¬ 
visions shall apply: 

(a) Certification of cost requirements. 
Prior to Initial endorsement of the loan 
for insurance, the borrower, the lender 
and the Commissioner shall enter Into 
an agreement approved by the Commis¬ 
sioner for the purpose of precluding any 
excess of loan proceeds over the actual 
cost of the Improvements to the project. 
Under this agreement, the borrower shall 
agree to: 

(1) Disclose Its relationship with the 
builder, including any collateral agree¬ 
ment, and with subcontractors, material 
suppliers, and equipment lessors; 

(2) Enter Into a construction contract, 
the terms of which shall depend on 
whether or not there exists an Identity 
of interest between the borrower and 
the builder: 

(3) Execute a certificate of actual 
costs upon completion of the improve¬ 
ments; and 

(4) Apply any excess of loan proceeds 
over the borrower's actual cost of the 
improvements in reduction of the out¬ 
standing balance of the principal of the 

loan. 

(b) Form of contract . The form of 
contract between the borrower and the 
builder shall be In accordance with the 
following: 

(I) Lump sum contract. It the Com¬ 
missioner determines that there Is no 
Identity of interest between the borrower 
or any of the officers, directors or stock¬ 
holders of the borrower and the builder 
or contractor, there may be used a lump 
sum contract providing for payment of 
a specified amount. 

<2> Cost plus fixed fee contract, (i) If 
the Commissioner determines that there 
Is any Identity of interest (financial or 
otherwise) between the borrower, its of¬ 
ficers, directors 'or stockholders and the 
builder or contractor, the form of con¬ 
tract shall provide for payment of the 
actual cost of construction not to exceed 
an upset price and may provide for pay¬ 
ment of a builder's fixed fee not exceed¬ 
ing a reasonable allowance as established 
by the Commissioner In accordance with 
customary practices in the area. 

(II) In any case where the borrower 
Is a nonprofit entity, a cost plus fixed 
fee contract shall be used unless It Is 
established to the Commissioner's satis¬ 
faction that such form of contract is not 
! cquired to protect his Interests and the 
interests of the borrower, In which case, 
a lump sum form of contract may be 
used. 


(c) Certificates as to subcontracts. It 
the Commissioner determines that there 
Is any identity of Interest (financial or 
otherwise) between the borrower, its of¬ 
ficers, directors or stockholders and any 
subcontractor, material supplier, or 
equipment lessor, the borrower shall cer¬ 
tify In form prescribed by the Commis¬ 
sioner, prior to final endorsement of the 
loon for Insurance, that the amounts 
paid to such subcontractor, material sup¬ 
plier, or equipment lessor, were not more 
than the rate prevailing In the locality 
for similar work, materials, and equip¬ 
ment. 

<d> Certificate of actual cost. The bor¬ 
rower’s certificate of actual cost. In form 
prescribed by the Commissioner, shall be 
submitted upon completion of the physi¬ 
cal Improvements to the satisfaction of 
the Commissioner and prior to final en¬ 
dorsement and shall show the actual cost 
to the borrower of: 

(1) The construction contract, includ¬ 
ing all costs of construction under a lump 
sum contract, after deduction of any 
kickbacks, rebates, trade discounts, or 
other similar payments to the borrower 
corporation, or to any of Its officers, di¬ 
rectors or stockholders. 

(2) Architect's fees: 

(3) OlT-site public utilities and streets 
not Included In the general contract; 

(4) Organizational and legal work; 
and 

<5) Other Items of expense approved 
by the Commissioner. 

ce) Cost plus fixed fee contract — addi¬ 
tional certification. When the work has 
been completed under a cost plus fixed 
fee contract, the borrower's certification 
shall also show: 

(1) Allocations of general overhead 
Items as arc acceptable to the Commis¬ 
sioner; and 

(2) A reasonable allowance for the 
builder's profit as established by the 
Commissioner. 

(f) Contractor's certification—cost 
plus fixed fee contract. A contractor re¬ 
ceiving a cost plus fixed fee contract shall 
certify in form prescribed by the Com¬ 
missioner as to all actual costs paid for 
labor, materials, and subcontract work 
under the general contract. Such certifi¬ 
cation shall take Into consideration any 
kickbacks, rebates, trade discounts, or 
other similar payments to the builder or 
borrower corporation or any of its offi¬ 
cers, directors or stockholders. 

fg) Adjustment resulting from cost 
certification. It the principal obligation 
of the loan exceeds the applicable per¬ 
centage of the borrower's actual cost of 
the Improvement, the loan shall be re¬ 
duced by the amount of such excess prior 
to the final endorsement for insurance. 

(h) Certificate of public accountant. 
Each certificate of actual cost shall be 
supported by a certificate as to accuracy 
by an Independent Certified Public Ac¬ 
countant or independent public account¬ 
ant which shall include a statement that 
the accounts, records and supporting 
documents have been examined in ac¬ 
cordance with generally accepted audit¬ 
ing standards to the extent deemed nec¬ 
essary to verify the actual costs. 


§ 211.219 EfTcrtof amendment*. 

The regulations in this subpart may 
be amended by the Commissioner at any 
time and from time to time. In whole or 
in part, but such amendment shall not 
adversely affect the interests of a mort¬ 
gagee or lender under the contract of In¬ 
surance on any mortgage or loon already 
Insured and shall not adversely affect 
the Interests of a mortgagee or lender on 
any mortgage or loan to be insured on 
which the Commissioner has made a 
commitment to Insure. 

Subpart B—Contract Rights and 
Obligations 

§ 241.251 Incorporation by reference. 

(a) All of the provisions of Subp&rt B. 
Part 207 of this chapter, covering mort¬ 
gages insured under section 207 of the 
National Housing Act, apply with full 
force and effect to multlf&mlly project 
and group practice facility mortgages In¬ 
sured under section 241 of the National 
Housing Act, except the following pro¬ 
visions: 
see. 

207.251 Definition* 

207.253 Adjusted premium and termination 
chargee. 

207253a Termination of Insurance oontract. 
207250 Protection of mortgage security. 
207262 No ve*tod right In fund. 

<b) For the purposes of this subpart, 
the terms "mortgagor,” "mortgagee" and 
"mortgage.” as used in Subpart B. Part 
207 of this chapter shall be construed to 
mean "borrower," "lender" and "sup¬ 
plementary loan (including the security 
Instrument)," respectively. 

§211.260 Definition*. 

All of the definitions contained in 
f 241.1 shall apply to this subpart. In 
addition, the term "contract of Insur¬ 
ance”, as used in this subpart, means the 
agreement evidenced by endorsement of 
the credit instrument by the Commis¬ 
sioner or his duly authorized representa¬ 
tive, and includes the provisions of this 
subpart and of the National Housing 
Act. 

§ 241.265 Termination of insurance. 

(a) Prepayment in full. The contract 
of insurance shall be terminated if a sup¬ 
plementary loan Is paid in full prior to 
Its maturity. Notice of the prepayment 
shall be gtven to the Commissioner, on 
a form prescribed by the Commissioner, 
within 30 days from the date of the pre¬ 
payment. The insurance termination 
shall become effective as of the date of 
the prepayment. No adjusted premium 
charge shall be due the Commissioner in 
connection with such prepayment. 

(b) Voluntary termination. The con¬ 
tract of insurance shall be terminated 
upon receipt by the Commissioner of a 
written request, on a form prescribed by 
the Commissioner, by the lender and the 
borrower for such termination. With 
such request, the lender shall (1) submit 
the original credit instrument for can¬ 
cellation of the Insurance endorsement, 
and (2) remit all sums to which the Com¬ 
missioner Is entitled. The termination 
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shall become effective as of the date 
these requirements are met. No termina¬ 
tion charge shall be due the Commis¬ 
sioner in connection with such 
termination. 

§ 241.270 Refund upon tcrminMion of 
insurance. 

Upon termination of the insurance 
contract by payment In full or by volun¬ 
tary termination, the Commissioner shall 
refund to the lender for the account of 
the borrower an amount equal to the 
pro rata portion of the current annual 
loan Insurance premium theretofore 
paid, which is applicable to the portion of 
the year subsequent to <a) the date of 
the prepayment or (b) the effective date 
of the voluntary termination of the con¬ 
tract of insurance. 

§ 241.275 No vested right in fund. 

Neither the lender nor the borrower 
shall have any vested or other right in 
the insurance fund under which the loan 
is insured. 

PART 242—MORTGAGE INSURANCE 
FOR HOSPITALS 

Subporf A— Eligibility Requirement* 

See 

242 1 Definitions. 

242.3 Applications. 

242.5 Certification by State agency, 

242.7 Commitments. 

242.9 Inspection fee. 

242 11 Pees on increases. 

242.13 Reopening of expired commitments. 
242.17 Refund of fees. 

242.19 Maximum feet and charges by 
mortgagee. 

242.21 Eligible hospitals. 

242.23 Eligible mortgagors. 

242.25 Eligible mortgagees. 

242.27 Maximum mortgage amounts. 

242.29 Adjusted and reduced mortgage 
amounts. 

242 31 Mortgage form and disbursement of 
mortgage proceeds. 

242.33 Maximum Interest rate. 

2425S Maturity. 

242 37 Payment requirements. 

242.39 Application of payments. 

242.41 Accumulation of accruals. 

242.43 Covenant for fire insurance. 

242.45 Racial restriction covenant. 

242.47 Issuance of bonds secured by trust 
indenture. 

242 49 Mortgage lien. 

242 51 Prepayment privilege and prepay¬ 
ment charges. 

242 52 Late charge. 

242 A3 Insured advances—building loan 
agreement. 

242.55 Punds and finances—deposits and 
letters of credit. 

242 57 Punds and finances—insured ad¬ 

vances—general requirements. 
24259 Punds and finances—offsite utili¬ 
ties and streets. 

242.61 Punds and finances—Insured ad¬ 

vances—assurance of completion. 
242 63 Prevailing wage determination. 
242.65 Wage certificates and payroll rec¬ 
ords. 

242 67 Labor standards. 

242.69 Construction contracts. 

242.71 Ineligible contractors. 

242.73 Discrimination In employment pro¬ 
hibited. 

242.75 Supervision of mortgagor—form of 
regulation. 

242.77 Supervision of mortgagor—mainte¬ 
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242.79 Supervision of mortgagor—books 
and accounts. 

242 81 Supervision of mortgagor—Inspec¬ 
tion of facilities by Commissioner. 
242.83 Supervision of mortgagor—nondis¬ 
crimination. 

242.85 Zoning, deed or building restric¬ 
tions. 

242.87 Property requirements. 

242.89 Title requirement*. 

242D1 Title evidence. 

242.93 Miscellaneous mortgages—existing 

hospitals. 

242.94 Eligibility of mortgages covering 

hospitals in certain neighbor¬ 
hoods. 

242.95 Loans to cover 2-year operating 

losses. 

242.249 Amendment of regulations. 

Subpart E—-Contract Right* and Obligation* 

242.251 Incorporation by reference. 

242.260 Insurance benefits, 

Acthomtt: The provisions of this Part 
242 Issued under sec. 211, 52 Stat. 23. sec. 
242. 82 Stat. 599; 12 U.S.C. 1715b, 1715S-7. 

Subpart A—Eligibility Requirements 

§212.1 Definitions. 

As used in this subpart, the following 
terms shall have the meaning Indicated; 

(a) ‘•Commissioner” means the Fed¬ 
eral Housing Commissioner or his au¬ 
thorized representatives. 

(b> •'Hospital” means facility— 

Q) Which provides community serv¬ 
ice for inpatient medical care of the sick 
or injured (including obstetrical care): 

(2) Where not more than 50 percent of 
the total patient days during any year 
are customarily assignable to the cate¬ 
gories of chronic convalescent and rest, 
drug and alcoholic, epileptic, mentally 
deficient, mental, nervous and mental, 
and tuberculosis; and 

(3) Which Is a proprietary facility, or 
facility of a private nonprofit corpora¬ 
tion or association, licensed or regulated 
by the State (or, If there Is no State law 
providing for such licensing or regula¬ 
tion by the State, by the municipality or 
other political subdivision in which the 
facility is located). 

(c) “Mortgage” means such classes of 
first liens as are commonly given to 
secure advances on. or the unpaid pur¬ 
chase price of, real estate under the 
laws of the State in which the real estate 
Is located, together with any credit In¬ 
strument secured thereby. The mortgage 
may be In the form of one or more trust 
mortgages or mortgage indentures or 
deeds of trust securing notes, bonds, or 
other credit instruments; and by the 
same Instrument or by a separate Instru¬ 
ment, it may create a security interest in 
Initial equipment whether or not the 
equipment is attached to the realty. 

<d) “Mortgagee” means the original 
lender under a mortgage, and its suc¬ 
cessors and assigns, and includes the 
holders of credit instruments issued 
under a trust indenture, mortgage or 
deed of trust pursuant to which such 
holders act by and through a trustee 
therein named. 

(e) “Mortgagor” moans the original 
borrower under a mortgage and its suc¬ 
cessors and assigns. 


(f) “Project” means a hospital which 
has been approved by the Commissioner 
under the provisions of this subpart. 

(g) “State” includes the several 8tatcs. 
Puerto Rico, the District of Columbia. 
Guam, the Trust Territory of the Pacific 
Islands, and the Virgin Islands. 

§212.3 Application*. 

(a) Prior approval. An application for 
insurance of a mortgage under this part 
shall be considered only in connection 
with a hospital proposal which has been 
approved by the Secretary of Health. 
Education, and Welfare, or his designee, 
as substantially In accord with those pro¬ 
visions of title VI of the Public Health 
Service Act and regulations issued 
thereunder relating to determination of 
need for the facility and general 
standards of construction and equip¬ 
ment. 

(b) Filina of application. An applica¬ 
tion for insurance of a mortgage on a 
project shall be submitted on an ap¬ 
proved FHA form by an approved 
mortgagee and by the sponsors of such 
project through the local FHA office. 

<c> Application fee. An application 
fee of $1.50 per thousand dollars of the 
amount of the loan applied for shall 
accompany the application. 

§ 212.5 Certification by Stale agency. 

Every application for insurance under 
this part shall be accompanied by a 
certificate of the State agency desig¬ 
nated in accordance with section 
604 fa) (1) of the Public Health Service 
Act for the State in which the project is 
or will be located, which certificate shall 
indicate that: 

(a> There is a need for the hospital. 

(b) There are In force in the state or 
other political subdivision of the State 
in which the proposed hospital will be 
located reasonable minimum standards 
of licensure and methods of operation 
for hospitals and such standards and 
methods of operation will be applied and 
enforced with respect to the hospital. 

§ 212.7 Comm 11 men 1*. 

(a) Issuance of commitment . Upon 
approval of an application for Insurance, 
a commitment shall be issued by the 
Commissioner setting forth the terms and 
conditions upon which the mortgage will 
be Insured. 

(b) Types of commitments . The com¬ 
mitment may provide for the insurance 
of advances of mortgage money made 
during construction or may provide for 
the insurance of the mortgage after 
completion of the improvements. 

(c) Term of commitment. (1) If the 
commitment fee la paid as required, a 
commitment shall have a term which is 
determined as follows: 

(I) A commitment to insure advances 
shall be effective for a period of not 
more than 180 days from the date of 
Issuance 

(II) A commitment to insure upon 
completion shall be effective for a desig¬ 
nated term within which the mortgagor 
is required to begin construction, and if 
construction Is begun as required, for 
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such additional period as the Commis¬ 
sioner deems necessary for completion 
of construction. 

(2) The term of a commitment may be 
extended in such manner as the Com¬ 
missioner may prescribe. 

<d) Commitment fee . A commitment 
fee which, when added to the application 
fee, will aggregate $3 per thousand dol¬ 
lars of the amount of the loan set forth 
in the commitment, shall be paid within 
30 days after the date of the commit¬ 
ment. If the payment of a commitment 
fee is not received by the Commissioner 
within 30 days after the date of Issuance 
of a commitment, the commitment shall 
expire on the 30th day. 

g 212.9 Inupfflion fee. 

The commitment may provide for the 
payment of an inspection fee in an 
amount not to exceed $5 per thousand 
dollars of the commitment. Such inspec¬ 
tion fee shall be paid at the time of initial 
endorsement, if the case involves the 
Insurance of advances, or prior to the 
date construction is begun, if the case 
involves insurance upon completion. 

g 242.11 Fee* on incrra*e«. 

(a) Increase in commitment prior to 
endorsement. Upon an application, filed 
prior to initial endorsement (or prior to 
endorsement in a case involving insur¬ 
ance upon completion), for an increase 
in the amount of an outstanding com¬ 
mitment, an additional application fee 
of $1.50 per thousand dollars computed 
on the amount of the increase requested 
shall accompany the application. Any 
increase in the amount of a commitment 
shall be subject to the payment of an 
additional commitment fee which, when 
added to the additional application fee. 
will aggregate $3 per thousand dollars of 
the amount of the increase. The addi¬ 
tional commitment fee shall be paid 
within 30 days after the date of the 
amended commitment. If the additional 
commitment fee is not paid within 30 
days, the commitment for the increased 
amount will expire and the previous com¬ 
mitment will be reinstated. If an inspec¬ 
tion fee was required in the original 
commitment, an additional Inspection fee 
shall be paid in an amount not to exceed 
$5 per thousand dollars of the amount of 
Increase in commitment. Where In¬ 
surance of advances is Involved, the ad¬ 
ditional inspection fee shall be paid at 
the time of initial endorsement. Where 
insurance upon completion is involved, 
the additional inspection fee shall be paid 
prior to the date construction is begun or 
within 30 days after the date of the is¬ 
suance of the amended commitment, if 
construction has begun. 

(b) Increase in mortgage between ini¬ 
tial and final endorsement. Upon an ap¬ 
plication. filed between Initial and final 
endorsement, for an increase in the 
amount of the mortgage, either by 
amendment or by substitution of a new 
mortgage, an additional application fee 
of $1.50 per thousand dollars computed 
on the amount of the increase requested 
shall accompany the application. The 
approval of any increase in the amount 
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of the mortgage shall be subject to the 
payment of an additional commitment 
fee vroich. when added to the additional 
application fee, will aggregate $3 per 
thousand dollars of the amount of the 
increase granted. If an inspection fee was 
required in the original commitment, an 
additional inspection fee shall be paid 
in an amount not to exceed $5 per 
thousand dollars of the amount of the 
increase granted. The additional com¬ 
mitment and inspection fees shall be 
paid within 30 days after the increase is 
granted. 

§ 242.13 Rcopeuing of expired commit¬ 
ment*. 

An expired commitment may be re¬ 
opened if a request for reopening is 
received by the Commissioner within 90 
days of the expiration of the commit¬ 
ment. The reopening request shall be 
accompanied by a fee of 50 cents per 
thousand dollars of the amount of the 
expired commitment. A commitment 
which has expired because of failure to 
pay the commitment fee may be re¬ 
opened only upon payment of the com¬ 
mitment fee and the reopening fee. If 
the reopening request is not received by 
the Commissioner within the required 
90-day period, a new application, ac¬ 
companied by an application fee, must 
be submitted. If a commitment for an 
increased amount has expired because 
of failure to pay an additional commit¬ 
ment fee based on the amount of the 
increase, the reopening fee shall be com¬ 
puted on the basis of the amount of the 
commitment increase rather than on 
the amount of the original commitment. 

§242.17 Refund of fee*. 

Commitment, inspection, and reopen¬ 
ing fees may be refunded, in whole or in 
part, if it is determined by the Commis¬ 
sioner that the construction or financing 
of the project has been prevented be¬ 
cause of condemnation proceedings or 
other legal action taken by a government 
body or public agency, or in such other 
instances as the Commissioner may de¬ 
termine. A transfer fee may be refunded 
only In such instances as the Commis¬ 
sioner may determine. 

§ 21-2.19 Maximum fee* and charge* by 
mortgagee. 

The mortgagee may collect from the 
cation for approval of a transfer of 
mortgagor the amount of the fees pro¬ 
vided for in tills subpart. The mortgagee 
may also collect from the mortgagor an 
initial service charge not to exceed 2 per¬ 
cent of the original principal amount of 
the mortgage to reimburse the mortgagee 
for the cost of closing the transaction. 
Any additional charges or fees collected 
from the mortgagor shall be subject to 
prior approval of the Commissioner. 

§212.21 Eligible hospital*. 

The hospital to be financed with a 
mortgage Insured under this part shall 
Involve the construction of a new hos¬ 
pital or the rehabilitation or replacement 
of an existing structure by an established 
hospital. 
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§ 2 12.23 Eligible mortgagor*. 

The mortgagor shall be either a pri¬ 
vate nonprofit corporation or association 
or a profit mortgagor, shall be approved 
by the Commissioner, and shall possess 
the powers necessary and Incidental to 
operating a hospital. 

§ 242.25 Eligible mortgagee*. 

The provisions of 55 203.1 through 203.4 
of this chapter and 55 203.6 through 203.9 
of this chapter shall govern the eligibil¬ 
ity. qualifications and requirements of 
mortgagees under this subpart. 

§ 242.27 Maximum mortgage amount*. 

The mortgage shall Involve a principal 
obligation not in excess of the lesser of 
the following: 

<a) $50 million: or 

(b) 90 percent of the Commissioner's 
estimate of the replacement cost of the 
hospital, including the equipment to be 
used in its operation when the proposed 
improvements are completed and the 
equipment is installed. 

§ 242.29 Adju«ted and reduced mort¬ 
gage amount*. 

(a) Adjusted mortgage amount — re¬ 
habilitation projects . A mortgage financ¬ 
ing the rehabilitation of an existing 
hospital shall be subject to the following 
limitations, in addition to those set forth 
in 5 242.27: 

(X) Property held unencumbered. If 
the mortgagor is the fee simple owner of 
the property and the ownership Is not 
encumbered by an outstanding indebted¬ 
ness. the mortgage shall not exceed 100 
percent of the Commissioner's estimate 
of the cost of the proposed rehabilita¬ 
tion. 

(2) Property subject to existing mort¬ 
gage. If the mortgagor owns the prop¬ 
erty subject to an outstanding indebted¬ 
ness. which is to be refinanced with part 
of the Insured mortgage, the mortgage 
shall not exceed the total of the follow¬ 
ing: 

(i) The Commissioner's estimate of 
the cost of rehabilitation, plus 

<ii) Such portion of the outstanding 
indebtedness as does not exceed 90 per¬ 
cent of the Commissioner's estimate of 
the fair market value of such land and 
improvements prior to rehabilitation. 

(3) Property to be acquired. If the 
property is to be acquired by the mort¬ 
gagor and the purchase price is to be 
financed with a part of the Insured 
mortgage, the mortgage shall not exceed 
90 percent of the total of the following: 

(i) The Commissioner's estimate of 
the cost of rehabilitation, plus 

(ii> The actual purchase price of the 
land and improvements or the Commis¬ 
sioner's estimate (prior to rehabilitation) 
of the fair market value of such land and 
improvements, whichever is the lesser. 

(b) Reduced mortgage amount — lease¬ 
holds: In the event the mortgage is on a 
leasehold estate rather than on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage is based is the value or replacement 
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cost of the property In fee simple re¬ 
duced by an amount equal to the capital¬ 
ized value of the ground rent. 

(c) Reduced mortgage amounts — 
costs. The Commissioner may require a 
reduction in the mortgage amount after 
completion if 90 percent of the actual 
cost of development of the project Is less 
than the mortgage amount stated In the 
commitment. 

§ 242.31 Mortgage form and diibun^ 
menl of mortgage proceed*. 

(a) Mortgage form. The mortgage 
shall be in a form approved by the Com¬ 
missioner for use in the Jurisdiction In 
which the property covered by the mort¬ 
gage is situated, which form shall not be 
changed without the prior written ap¬ 
proval of the Commissioner. 

(b) Disbursement of mortgage pro¬ 
ceeds. The mortgagee shall be obligated, 
as & part of the mortgage transaction, 
to disburse the principal amount of the 
mortgage to (or for the account of> 
the mortgagor or to his creditors for his 
account and with his consent. 

§ 242.33 Maximum inkml rate. 

The mortgage shall bear interest at 
the rate agreed upon by the mortgagee 
and the mortgagor, which rate shall not 
exceed 7 percent, except that where a 
letter inviting submission of an applica¬ 
tion for commitment was issued by the 
Secretary before February 18, 1971, or 
an application for commitment was re¬ 
ceived by the Secretary before February 
18. 1971, the mortgage may bear interest 
at the maximum rate in effect at the 
time of Issuance of the letter or receipt 
of the application. Interest shall be pay¬ 
able In monthly installments on the 
principal then outstanding. 

§ 242.35 Maturity. 

The mortgage shall have a maturity 
not to exceed 25 years from the date 
amortization begins. 

g 242.37 Payment requirements. 

The mortgage shall provide for pay¬ 
ments on the first day of each month on 
account of interest and for payments to 
principal In accordance with an amorti¬ 
zation plan or sinking fund provisions 
agreed upon by the mortgagor, the mort¬ 
gagee and the Commissioner. 

g 242.39 Application of payment*. 

All payments to be made by the mort¬ 
gagor to the mortgagee shall be added 
together and the aggregate amount 
thereof shall be paid by the mortgagor 
each month in a single payment. The 
mortgagee shall apply each payment re¬ 
ceived to the following Items in the order 
set forth: 

(a> Premium charges under the con¬ 
tract of mortgage insurance. 

(b) Ground rents, taxes, special as¬ 
sessments. and fire and other hazard 
insurance premiums. 

(c) Interest on the mortgage. 

(d> Amortization of the principal of 
the mortgage. 


g 242.41 Accumulation of accrual*. 

(a) The mortgage shall provide for 
payments by the mortgagor to the mort¬ 
gagee on each Interest payment date 
of an amount sufficient to accumulate in 
the hands of the mortgagee one payment 
period prior to its due date, the next 
annual mortgage Insurance premium 
payable by the mortgagee to the Com¬ 
missioner. Such payments shall con¬ 
tinue only so long as the contract of 
insurance shall remain in effect. 

(b) The mortgage shall provide for 
such equal monthly payments by the 
mortgagor to the mortgagee as will 
amortize the ground rents, if any. and 
the estimated amount of all taxes, water 
charges, special assessments, and fire 
and other hazard insurance premiums, 
within a period ending 1 month prior to 
the dates on which the same become 
delinquent. The mortgage shall further 
provide that such payments shall be 
held by the mortgagee, for the purpose 
of paying such Items before they become 
delinquent. The mortgage shall also 
make provision for adjustments In case 
such estimated amounts shall prove to be 
more, or less, than the actual amounts so 
paid therefor by the mortgagor. 

g 242.43 Covenant for fire iiumrnner. 

The mortgage shall contain a covenant 
requiring the mortgagor to keep the 
property insured against fire and such 
other hazards as the Commissioner may 
Indicate. Such insurance shall be In an 
amount which will comply with the co- 
insurance clause applicable to the loca¬ 
tion and character of the property, but 
not less than 80 percent of the actual 
cash value of the insurable improve¬ 
ments and equipment of the project. The 
initial coverage shall be in an amount 
estimated by the Commissioner to be the 
value of the project at the time of its 
completion. The policies evidencing such 
insurance shall have attached thereto 
standard mortgagee clauses making 
losses payable to the mortgagee and the 
Commissioner, as Interests may appear. 

§ 242.45 Racial restriction covenant. 

The mortgage shall contain a cove¬ 
nant that, until the mortgage has been 
paid in full or the contract of insurance 
otherwise terminated, the mortgagor 
will not execute or file for record any 
instrument which imposes a restriction 
upon the sale or use of the mortgaged 
property on the basis of race, color, or 
creed. This covenant shall be binding 
upon the mortgagor and his assigns and 
shall provide that upon violation thereof, 
the mortgagee may, at Its option, de¬ 
clare the unpaid balance of the mort¬ 
gage immediately due and payable. 

5 242.47 Iwuance of bond* tccttrtd by 
tru*»t indenture. 

In the event that bonds or other obli¬ 
gations are to be issued as a part of the 
insured mortgage transaction, the form 
of bonds and the form of trust indenture 
shall be subject to the approval of the 
Commissioner, and shall be subject to 
the following conditions: 


(a) The Trustee named in such trust 
Indenture shall be a banking Institution 
or trust company (authorized to act In 
a fiduciary capacity and which Is a 
mortgagee approved by the Commis¬ 
sioner) ; and 

(b) Letter of credit. The mortgagee 
may accept a letter of credit In lieu of 
the cash deposit required by this section. 
If a letter of credit is accepted in lieu of 
the cash deposit required by paragraph 
(a)(1), the mortgage proceeds may be 
advanced prior to any demand being 
made on the letter of credit. 

(c) The holdere of the bonds or other 
obligations shall look solely to the Trust¬ 
ee for the benefits of the contract of 
mortgage insurance and the trust in¬ 
denture shall expressly authorize the 
Commissioner to moke payment of any 
claim under the contract of mortgage 
insurance to the Trustee, without lia¬ 
bility or accountability to the bond 
holders to see to the application of the 
mortgage insurance contract benefits: 
and 

(d) The bonds or other obligations 
shall be Issued only to holders meeting 
the following qualifications: 

(1) A mortgagee approved by the 
Commissioner; 

(2) A pension or retirement fund or a 
profit-sharing plan maintained and ad¬ 
ministered by a corporation or by a gov¬ 
ernmental agency or by a trustee or 
trustees, which has lawful authority to 
acquire the bonds of other obligations; 
or 

(3) A charitable or nonprofit orga¬ 
nization. 

§ 242.49 Mortgage lien. 

The mortgagor shall certify at the 
final endorsement of the mortgage for 
Insurance as to each of the following: 

(a) That the mortgage is the first Men 
upon and covers the entire project in¬ 
cluding the equipment financed with 
mortgage proceeds. 

(b) That the property upon which the 
Improvements have been made or con¬ 
structed and the equipment financed 
with mortgage proceeds are free and 
clear of all liens other than the insured 
mortgage and such other liens as may be 
approved by the Commissioner. 

(c) That the certificate sets forth all 
unpaid obligations in connection with the 
mortgage transaction, the purchase of 
the mortgaged property, the construc¬ 
tion or rehabilitation of the project or 
the purchase of the equipment financed 
with mortgage proceeds. 

§ 242.51 Prepayment privilege and pre¬ 
payment charge*. 

(a) Profit mortgagors. In the case of 
a profit mortgagor, the following provi¬ 
sions shall be applicable: 

(1) Prepayment privilege . The mort¬ 
gage shall contain a provision permit¬ 
ting the mortgagor to prepay the mort¬ 
gage in whole or in part upon any interest 
payment date after giving the mortgagee 
30 days' notice In writing In advance of 
its intention to so prepay. 
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(2) Prepayment charge. The mortgage 
may contain a provision for such charge, 
in the event of prepayment of principal, 
as may be agreed upon between the mort¬ 
gagor and the mortgagee subject to the 
following: 

(i) The mortgagor shall be permitted 
to prepay up to 15 percent of the original 
principal amount of the mortgage In any 
1 calendar year without any such 
charge. 

<ii> Any reduction in the original 
principal amount of the mortgage which 
tlie Commissioner may require pursuant 
to S 242.29(c) shall not be construed as 
a prepayment of the mortgage. 

(b) Nonprofit mortgagors . In the case 
of a nonprofit mortgagor, the following 
provisions shall be applicable: 

(1) Prepayment privilege . The mort¬ 
gage indebtedness may be prepaid in full 
and the Commissioner’s controls termi¬ 
nated only upon the condition that the 
Commissioner’s prior written consent is 
obtained and upon such terms and con¬ 
ditions as the Commissioner may pre¬ 
scribe. With the prior written approval 
of the Commissioner, partial prepay¬ 
ments may be made for the purpose of 
reducing succeeding monthly payments 
of the remaining balance as recast over 
the remaining portion of the original 
mortgage term. 

(2) Prepayment charge . The mortgage 
may contain a provision for such charge, 
in the event of prepayment of principal, 
as may be agreed upon between the mort¬ 
gagor and the mortgagee, subject to the 
following: 

(1) The mortgagor shall be permitted 
to prepay up to 15 percent of the original 
principal amount of the mortgage in any 
1 calendar year without any such charge. 

<il) Any reduction in the original prin¬ 
cipal amount of the mortgage which the 
Commissioner may require pursuant to 
$ 242.29(c) shall not be construed as a 
prepayment of the mortgage. 

(iii) No charge shall be made where 
the prepayment is made from the pro¬ 
ceeds of a Federal grant. 

§ 242.52 I^ite charge. 

The mortgage may provide for the col¬ 
lection by the mortgagee of a late charge, 
not to exceed 2 cents for each dollar 
of each payment to Interest or principal 
more than 15 days in arrears, to cover the 
expense involved in handling delinquent 
payments. Late charges shall be sepa¬ 
rately charged to and collected from the 
mortgagor and shall not be deducted 
from any aggregate monthly payment. 

§242.53 Insured advances—building 
loan agreement. 

Prior to the Initial endorsement of the 
mortgage for Insurance, the mortgagor 
and mortgagee shall execute a building 
loan agreement, approved by the Com¬ 
missioner, setting forth the terms and 
conditions under which progress pay¬ 
ments may be advanced during construc¬ 
tion. To be covered by mortgage insur¬ 
ance, each progress payment shall be 
approved by the Commissioner. 


§ 242.55 Fund* and finance*—deposits 
and letter* of credit. 

(a) Deposits . Where the Commissioner 
requires the mortgagor to make a deposit 
of cash or securities, such deposit shall 
be with the mortgagee or a depository 
acceptable to the mortgagee. The deposit 
shall be held by the mortgagee in a spe¬ 
cial account or by the depository under 
an appropriate agreement approved by 
the Commissioner. 

<b) Letter of credit. Where the use of 
a letter of credit is acceptable to the 
Commissioner in lieu of a deposit of cash 
or securities, the letter of credit shall be 
issued to the mortgagee by a banking in¬ 
stitution and shall be unconditional and 
irrevocable. The mortgagee shall be re¬ 
sponsible to the Commissioner for col¬ 
lection under the letter of credit In the 
event a demand for payment thereunder 
is not immediately met the mortgagee 
shall forthwith provide a cash deposit 
equivalent to the undrawn balance of the 
letter of credit. 

§ 242.57 Fund* and finanre*—injured 
advance*—general requirement*. 

(a) Establishment of funds . If the 
commitment provides for insurance of 
advances during construction, the mort¬ 
gagor shall, prior to initial endorsement, 
make each of the following deposits: 

(1) An amount determined by the 
Commissioner as sufficient (when added 
to the proceeds of the insured mortgage) 
to assure completion of the project and 
to pay the initial service charge, the 
carrying charges, and the legal and or¬ 
ganization expenses incident to the 
project. The deposit shall be in cash and 
shall be held by the mortgagee under an 
appropriate agreement, approved by the 
Commissioner, requiring that prior to the 
advance of any mortgage money, all the 
cash be disbursed for work and mate¬ 
rial on the physical improvements and 
for any other charges and expenses which 
are payable. 

(2) An amount representing all fees 
and charges to be paid by the mortgagor 
in connection with financing which are 
in excess of the Initial service charge and 
which have been approved by the Com¬ 
missioner. 

(b) Letter of credit —(1) Profit mort¬ 
gagors. In the case of a profit mortgagor, 
the mortgagee may accept a letter of 
credit in Ueu of the cash deposit re¬ 
quired by paragraph (a) (2) of this 
section. 

(2) Nonprofit mortgagors . In the case 
of a nonprofit mortgagor, the mortgagee 
may accept a letter of credit In lieu of the 
cash deposit required by paragraplis (a) 
(1) and (2) of this section. If a letter of 
credit is accepted in lieu of the cash 
deposit required by paragraph (a) (1) of 
this section, the mortgage proceeds may 
be advanced prior to any demand being 
made on the letter of credit. 

§ 242.59 Fund* and finance*—offsite 
utilities and streets. 

The Commissioner shall require as¬ 
surance of completion of offsite public 


utilities and streets In all cases, except 
u'here a municipality or other public 
body has by agreement (acceptable to 
the Commissioner) agreed to install such 
utilities and streets without cost to the 
mortgagor. Where such assurance is re¬ 
quired. it shall be either In the form of a 
cash escrow deposit or the retention of a 
specified amount of mortgage proceeds 
by the mortgagee. If a cash escrow is 
used, it shall be deposited with the mort¬ 
gagee or with an acceptable trustee or 
escrow agent designated by the mort¬ 
gagee. If mortgage proceeds are used, 
the mortgagee shall retain under terms 
approved by the Commissioner, rather 
than disburse at the Initial closing of the 
mortgage, a portion of the mortgage 
proceeds allocated to land in the project 
analysis. As additional assurance, the 
Commissioner may also require a surety 
company bond or bonds. 

§ 242.61 Fund* and fmanrr*—injured 
advance*—MMuranre of completion. 

The mortgagor shall furnish assur¬ 
ance of completion of the project in a 
form and amount satisfactory to the 
Commissioner. 

§ 242.63 Prevailing wage determination. 

After the filing of the application for 
insurance and prior to the beginning of 
construction, the Commissioner shall 
obtain from the Secretary of Labor a 
determination as to the wages prevail¬ 
ing for the various classes of laborers 
and mechanics In the area u’here the 
project is to be constructed. 

§ 242.65 Wage certificate* and payroll 
record*. 

No advance under the mortgage shall 
be eligible for Insurance unless there 
has been filed such wage certificates and 
payroll records as may be required by 
the Commissioner to determine that la¬ 
borers and mechanics employed In the 
construction of the project have been 
paid not less than the prevailing wages 
determined by the Secretary of Labor 
and any overtime wages at a rate not 
less than one and one-half times the 
basic rate of pay for all work time in 
excess of 8 hours during any workday 
or in excess of 40 hours during any 
workweek. 

§ 242.67 I^bor »tnn<!urda. 

(a) Contract requirements. Any con¬ 
tract, subcontract, yr building loan 
agreement, executed for the performance 
of construction or rehabilitation of the 
hospital, shall contain provisions cover¬ 
ing the following requirements: 

(1) A requirement for compliance 
with all applicable regulations of the 
Secretary of Labor relating to the pay¬ 
ment of prevailing wages. 

(2) A requirement that each laborer 
or mechanic employed in the construc¬ 
tion or rehabilitation receive compen¬ 
sation at a rate not less than one and 
one-half times his basic rate of pay for 
all work time in excess of 8 hours dur¬ 
ing any workday or In excess of 40 
hours during any workweek. 
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0>) Waiver of compliance with con¬ 
tract requirements—nonprofit mort¬ 
gagors. In the case of a nonprofit mort¬ 
gagor. the Commissioner may waive the 
requirement for compliance with the 
contract provisions prescribed in para¬ 
graph (a) of this section in cases or 
classes of cases where laborers or me¬ 
chanics. not otherwise employed at any 
time in the construction or rehabilitation 
of the hospital, voluntarily donate their 
services without compensation for the, 
purpose of lowering the costs of construc¬ 
tion and where the Commissioner deter¬ 
mines that full credit has been received 
by the mortgagor for any amounts saved 
through such donated services. 

§ 242.69 Construction contrnrU. 

(a> Awarding of contract. A contract 
for the construction or rehabilitation of 
a hospital shall be entered into by a 
mortgagor with a builder selected by a 
competitive bidding procedure acceptable 
to the Commissioner. 

(b) Form of contract . The construc¬ 
tion contract shall be a lump sum form 
providing for payment of a specified 
amount. 

(c) Waiver of competitive bidding. 
The Commissioner may waive the re¬ 
quirements for compliance with the com¬ 
petitive bidding procedure prescribed In 
paragraph (a) of this section upon a 
determination, by the 8tate agency 
designated in accordance with Section 
604(a) (1) of the Public Health Service 
Act for the State in which the project 
is or will be located and by the Secretary 
of Health, Education, and Welfare or his 
designee, that competitive bidding for 
the construction of the project is not 
required. 

§ 212.71 Ineligible rontmelurf • 

(a) Contracts relating to the construc¬ 
tion of the project shall not be made with 
a general contractor or a subcontractor 
(or any firm, corporation, partnership, or 
association in which such contractor or 
subcontractor has a substantial interest), 
the name of which Is on the list of in¬ 
eligible contractors or subcontractor* 
established by the Commissioner, or by 
the Comptroller General under the ap¬ 
plicable regulations of the Secretary of 
Labor. 

(b) If the Commissioner determines 
that a contract has been made contrary 
to the requirements of paragraph (a) of 
tills section and so notifies the mortgagee, 
the Commissioner may refuse to Insure 
any subsequent advances of mortgage 
proceeds. 

S 242.73 Disrriinination in employment 
prohibited. 

Any contract or subcontract for the 
construction or rehabilitation of the proj¬ 
ect shall contain a provision that there 
shall be no discrimination against any 
employee, ar applicant for employment 
because of race, color, religion, sex. or 
national origin. 

§ 242.75 Supervision of mortgagor— 
form of regulation. 

As long as the Commissioner Is the In¬ 
surer or holder of the mortgage, he may 


regulate the mortgagor by means of a 
regulatory agreement, corporate charter 
or such other means as the Commissioner 
may prescribe. 

§ 242.77 Supcnriaion of mortgagor— 
maintenance of project. 

The mortgagor shall maintain the 
project's grounds and buildings and the 
equipment financed with mortgage pro¬ 
ceeds in good repair and shall promptly, 
complete such repairs and maintenance 
as the Commissioner considers necessary. 

§ 242.79 Supervision of mortgngor— 
boob# and account*. 

The mortgagor's books and accounts 
relating to the operation of the physical 
facilities of the project shall be estab¬ 
lished in a manner satisfactory to the 
Commissioner, and shall be kept in ac¬ 
cordance with the requirements of the 
Commissioner as long as the mortgage 
Is insured or held by the Commissioner. 
The mortgagor shall file with the Com¬ 
missioner such financial reports as the 
Commissioner may require. 

§ 242.81 Supcnluion of mortgagor-— 
inspection of facilities by Comnii*- 
•toner* 

The mortgaged property (including 
buildings and equipment) and the books, 
record and documents relating to the op¬ 
eration of tiie physical facilities of the 
project shall be subject to inspection and 
examination by the Commissioner or his 
authorized representative at all reason¬ 
able times. 

§ 242.83 Supervision of mortgagor— 
nondiscrimination. 

The mortgagor shall deal with em¬ 
ployees and applicants for employment 
and shall make the hospital facilities 
available for use without discrimination 
based on race, color, r el i gi on, sex, or na¬ 
tional origin. 

§ 242.85 Zoning, deed or building re¬ 
striction*. 

The project when completed shall not 
violate any material zoning or deed 
restrictions applicable to the project site, 
and shall comply with all applicable 
building and other governmental regula¬ 
tions and requirements, 

§ 242.87 Property requirement*. 

A mortgage to be eligible for Insurance 
shall cover real estate In which the mort¬ 
gagor has one of the following Interests: 

(a) A fee simple title. 

(b) A lease for not less than 99 years 
which is renewable. 

(e) A lease having a term of not lees 
than 50 years to run from the date the 
mortgage is executed. 

§ 242.89 Title requirements. 

In order for thq mortgaged property 
to be eligible for Insurance, the Com¬ 
missioner shall determine that market¬ 
able title thereto Is vested in the 
mortgagor as of the date the mortgage Is 
filed for record. The title evidence shall 
be examined by the Commissioner and 
the endorsement of the credit Instrument 
for insurance shall bo evidence of Its 
acceptability. • 


| 242.91 Title evidence* 

Upon insurance of the mortgage, the 
mortgagee shall furnish to the Commis¬ 
sioner a survey of the mortgage prop¬ 
erty. satisfactory to him, and a policy of 
title insurance covering such property, 
as provided in paragraph (a) of this sec¬ 
tion. If, for reasons the Commissioner 
deems satisfactory, title Insurance can¬ 
not be furnished, the mortgagee shall 
furnish such evidence of title in accord¬ 
ance with paragraph (b) or <c) of this 
section, as the Commissioner may re¬ 
quire. Any survey, policy of title insur¬ 
ance, or evidence of title required under 
this section shall be furnished without 
expense to the Commissioner. The types 
of title evidence are: 

(a) A policy of title Insurance Issued 
by a company and In a form satisfactory 
to the Commissioner. The policy shall 
name as the Insureds the mortgagee and 
the Secretary of Housing and Urban De¬ 
velopment, as their respective Interests 
may appear. The policy shall provide 
that upon acquisition of title by the 
mortgagee or the Secretary, it will be¬ 
come on owner's policy running to the 
mortgagee or the Secretory, as the case 
may be. 

(b) An abstract of title satisfactory to 
the Commissioner, prepared by an ab¬ 
stract company or individual engaged In 
the business of preparing abstracts of 
title, accompanied by a legal opinion 
satisfactory to the Commissioner as to 
the quality of such title, signed by an 
attorney at law experienced in the ex¬ 
amination of title*. 

(c) A Torrens or similar title 
certificate. 

6 242.93 Mifrcrllnncou* mortgage*—ex¬ 
iting lionpitola. 

(a) The Commissioner may. under 
such terms and conditions as he may 
prescribe, insure a mortgage given to fi¬ 
nance or refinance an existing hospital 
that does not have permanent financ i n g, 
if the construction of such hospital was 
completed between January 1, 1966. and 
August 1,1968. 

(b) The aggregate principal balance 
of all mortgages Insured under para¬ 
graph (a) of this section and outstand¬ 
ing at any time shall not exceed $20 
million. 

§ 212.94 Eligibility of mortgage* coher¬ 
ing hospital* in certain neighbor- 
HckmU. • 

(a) A mortgage financing the repair, 
rehabilitation or construction of a hos¬ 
pital located In an older declining urban 
area shall be eligible for insurance under 
this subpart subject to compliance with 
the additional requirements of this 
section. 

(b) The mortgage shall meet all of the 
requirements of this subpart, except such 
requirements (other than those relating 
to labor standards and prevailing wages) ' 
as are judged to be not applicable on the 
basis of the following determinations to 
be made by the Commissioner: 

(1) That the conditions of the area In 
which the property Is located prevent the 
application of certain eligibility require¬ 
ments of this subpart 
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(2 > That the area is reasonably viable, 
and there 1 & a need in the area for an 
adequate hospital to serve low and mod¬ 
erate income families. 

(3) That the mortgage to be insured 
is an acceptable risk. 

tc) Mortgages complying with the re¬ 
quirements of this section shall be in¬ 
sured under this subpart pursuant to 
section 223(e) of the National Housing 
Act Such mortgages shall be insured 
under and be the obligation of the Spe¬ 
cial Risk Insurance Fund. 

§ 242.95 IiO«n« to cover 2-jrnr operat¬ 
ing Ioupps. 

(a) Operating loss determination . 
When the Commissioner determines that 
an operating loss has occurred during 
the first 2 years following completion of 
the project, he may. in his discretion, 
accept for Insurance under this port, a 
loan to cover such loss. For the purposes 
of this section, an operating loss shall 
occur when the Commissioner deter¬ 
mines that the total of the taxes, inter¬ 
est on the mortgage debt, mortgage 
insurance premiums, hazard Insurance 
premiums, and the expense of mainte¬ 
nance and operation of the project (ex¬ 
cluding depreciation) exceeds the proj¬ 
ect Income. 

(b) Security instrument. The loan 
shall be secured by an instrument In a 
form approved by the Commissioner for 
use in the Jurisdiction in which the 
project Is located. 

(c) Maximum interest rate . The loan 
may bear interest at such rate as may 
be agreed upon by the mortgagee and 
the mortgagor, but in no case shall such 
rate exceed the rate in effect under this 
subpart on the date of the commitment 
to insure such loan. Interest shall be 
payable in monthly Installments on the 
principal then outstanding. 

(d) Maturity. The loan shall be limited 
to a term not exceeding the uncxplred 
term of the original mortgage. 

(e) Fee. A combined application and 
commitment fee of $3 per thousand 
dollars of the amount of the loan set 
forth In the commitment shall be paid 
within 30 days of the date of the 
commitment. 

§ 242.219 Amend turn l of regulation*. 

The regulations in this subpart may be 
amended by the Commissioner at any 
time and from time to time, In whole 
or in part, but such amendment shall 
not adversely affect the interests of a 
mortgagee or lender under the contract 
of insurance on any mortgage or loan 
already Insured and shall not adversely 
affect the interests of a mortgagee or 
lender on any mortgage or loan to be 
Insured on which the Commissioner has 
made a commitment to insure. 

Subpart B—Contract Rights and 
Obligations 

§ 2 12.251 Incorporation by reference. 

All of the provisions of Subpart B. 
Part 207 of this chapter covering mort¬ 
gages Insured under section 207 of the 
National Housing Act apply to mortgages 
on hospitals insured under section 242 


of the National Housing Act. except tho 
following: 

Sec. 

207.250 Insurance benefits. 

§ 242.260 Insurance benefit*. 

All of the provisions of I 207.259 of tills 
chapter relating to insurance benefits 
apply to mortgages on hospitals Insured 
under tills subpart, except that In a case 
where the mortgage involves the financ¬ 
ing or refinancing of an existing hospital 
pursuant to I 242.93 and the commitment 
for Insuring such mortgage is issued on 
or after April 1,1969. the insurance claim 
shall be paid in cash unless the mort¬ 
gagee files a written request for payment 
in debentures. If such a request is made, 
the claim shall be paid in debentures is¬ 
sued in multiples of $50. with any bal¬ 
ance less than $50 to be paid in cash. 

part 244—MORTGAGE INSURANCE 
FOR GROUP PRACTICE FACILITIES 
[TITLE XII 

Swbport A—Eligibility R«qwir#manti 

DetiniTTunb 

S#c 

244.1 Definitions. 

Preliminary Examination 
244 5 Preliminary examination. 
AwlxcatioV, Fxxs. and Cuaicbb by Mortgagee 

244.10 Application filing and required fees. 

244.11 Maximum fees and chargee by 

mortgagee. 

244.12 Unavailability of conventional fi¬ 

nancing. 

244.15 Extension of commitment. 

Eligible Mortgagors 
244.20 El tglble mortgagors. 

Eijouhj Mortgagees 

244 25 Qualifications for lenders. 

24430 Maximum mortgage amounts—dol¬ 
lar limitation. 

Maximum Mortgage Amounts 

244.32 Maximum mortgage amount—loan 
to value limitation. 

24435 Adjusted mortgage amount—reha¬ 
bilitation projects. 

24437 Reduced mortgage amount—lease¬ 
holds. 

244 S3 Loans to cover 2-year operating low. 
244 40 Mortgage provisions. 

Eligible Mortgages 

244.45 Maximum Interest rate. 

244.47 Maximum mortgage maturity. 

244 50 Payment requirements. 

244.62 Application of payments. 

244 55 Accumulation of accruals. 

244.67 Mortgage covenants. 

244.58 Racial restriction covenant. 

244.60 Issuance of bonds secured by trust 
indenture. 

244 02 Mortgage Hen. 

244.65 Prepayment privilege, prepayment 
and late charges. 

244.67 _ Insured advances—building loan 
agreement. 

Wage Standards 

2*44 70 Prevailing wage requirements. 

244 72 Prevailing wage determination. 

244.75 Ineligible contracts. 

244.77 Wage certificate. 

Funds and Finances 

24435 Funds and finances—deposits and 
letters of credit. 


Sec. 

244-87 Funds and finances—offsite uUU- 
Ues and streets. 

244.90 Funds and finances—insured ad¬ 
vances-general requirements. 
244.02 Funds and finances—insured ad¬ 
vances—working capital. 

244.05 Funds and finances—insured ad¬ 
vances—assurance of completion. 

SurEEVisroN or MorraAooa 

244.100 Supervision of mortgagor—form of 
regulation. 

244.102 Supervision of mortgagor—main¬ 
tenance of project. 

244.105 Supervision of mortgagor—books 
and accounts. 

244.107 Supervision or mortgagor—inspec¬ 
tion of facilities by Commissioner. 
244.110 Supervision of mortgagor—control 
over surplus cash. 

244.112 Supervision of mortgagor— fund for 
replacements. 

244.115 Rental of facilities. 

pRorarrr Requirements 

244.120 Eligibility of property. 

244.122 8pecial property requirements. 

244.126 Zoning, deed or building restric¬ 

tions. 

244.127 Discrimination prohibited. 

Cost Certiytcation 

244.140 Certification of cost requirements. 
244.142 Certificate as to xu boon tracts. 

244.146 Form of contract. 

244.147 Certificate of actual costs. 

244.150 Certificate of actual oosts—general 

contractor's oosts. 

244.152 Certificate of actual oosts—sub¬ 
contractor's costs. 

244.155 Records. 

244.157 Adjustment of cost—new construc¬ 
tion. 

244.160 Adjustment of cost—rehabilitation. 
244.162 Reduction In mortgage amount. 
244.165 Effect of agreement. 

244.167 Cost certification incontestable. 

Trrut 

244.180 Eligibility of title. 

244.162 Title evidenoe. 

Facilities non Older Declining Areas 

244.185 Eligibility of mortgages covering fa¬ 
cilities in certain neighborhoods. 
244.249 Effect of smengment*. 

Scbporf 8-Centroct light* and Obligation* 

244.251 Incorporation by reference. 

Authority: The provisions of this Part 244 
Issued under sec. 1104.80 Stat. 1276; 12 Ufi.C. 
1740SSA-8. 

Subpart A—Eligibility Requirements 

Definitions 
8 214.1 Definition*. 

As used In this subpart, the term: 

(a) “Act", “Commissioner", "mort¬ 
gagor". and "mortgagee" shall have the 
same meaning as prescribed In 1 207.251 
of this chapter. 

(b) "Group practice facility" means 
an establishment designed for operation 
primarily by a medical or dental group 
which provides preventive, diagnostic, 
and treatment services to ambulatory 
patients under the professional super¬ 
vision of persons licensed to practice 
dentistry, medicine, or optometry in the 
State. 

(c) "Group practice unft" means a 
private nonprofit organization of one of 
the following types: 
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(1) An organization which undertakes 
to provide (directly or through arrange¬ 
ments with a medical or dental group) 
complete dental, medical, or optometric 
care, or any combination thereof. It may 
also provide health insurance to mem¬ 
bers or subscribers on a group practice 
prepayment basis. 

(2) An organization established for 
the purpose of providing dental, medical, 
or optometric care or for performing 
functions related to such care through 
arrangements for the use of the group 
practice facility by a medical or dental 
group. 

<d> “Medical or dental group" means 
a partnership or other association of 
persons licensed to practice dentistry, 
medicine, or optometry in the State who. 
as their principal professional activity 
and as a group responsibility, engage in 
the coordinated practice of their profes¬ 
sion in one or more group practice fa¬ 
cilities. The group shall share common 
overhead expenses, shall Jointly estab¬ 
lish medical and other records, and shall 
jointly use substantial portions of the 
equipment and the services of profes¬ 
sional. technical, and administrative 
staffs. It shall be composed of such types 
of professional personnel and shall make 
available such health services as may be 
required to meet the standards pre¬ 
scribed by the Commissioner. 

(e) "Mortgage" means such classes of 
first liens as are commonly given to se¬ 
cure advances on. or the unpaid purchase 
price of. real estate under the laws of 
the State in which the real estate is 
located, together with any credit instru¬ 
ment or instruments secured thereby. 
The mortgage may be in the form of 
one or more trust mortgages or mortgage 
Indentures or deeds of trust securing 
notes, bonds, or other credit instruments; 
and by the same Instrument or by a sep¬ 
arate instrument, it may create a secu¬ 
rity interest in initial equipment whether 
or not the equipment Is attached to the 
realty. 

(f) "Nonprofit organization" means & 
corporation, association, foundation, 
trust, or other organization no part of 
the net earnings of which may lawfully 
inure to the benefit of any private share¬ 
holder or individual. The provision by 
a nonprofit organization of personal 
health services to members or subscribers 
or their dependents under a plan which 
may also provide for other services or 
Insurance benefits, shall not make the 
organization ineligible under this defini¬ 
tion. 

(g) "State" Includes the several States, 
Puerto Rico, the District of Columbia, 
Guam, the Virgin Islands, and American 
Samoa. 

Preliminary Examination 
§ 2 ft ft.3 Preliminary examination. 

Prior to the filing of an application, 
the sponsor of a proposed group practice 
facility may request and shall be given 
an analysis of the project. A fee of $400 
shall accompany the request for analysis. 
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Application. Fees, and Charges by 
Mortgages 

S 2ft ft. 10 Application filing and required 
fee*. 

(a) Application. An application for In¬ 
surance of a mortgage on a group prac¬ 
tice facility shall be submitted by an ap¬ 
proved mortgagee and by the sponsors 
of such project through the local FHA 
office on an approved FHA form. 

<b) Application fee. An application fee 
of $1.50 per thousand dollars of the 
amount of the mortgage applied for shall 
accompany the application. 

(c) Commitment —(1) Conditions of 
commitment. Upon approval of an appli¬ 
cation for insurance, a commitment shall 
be issued by the Commissioner setting 
forth the terms and conditions upon 
which the mortgage will be insured. 

(2) Types of commitments. The com¬ 
mitment may provide for the insurance 
of advances of mortgage money made 
during construction or may provide for 
the insurance of the mortgage after com¬ 
pletion of the improvements. 

(3) Term of commitment, (i) If the 
commitment fee is paid as required, a 
commitment shall have a term which is 
determined as follows: 

(a) A commitment to insure advances 
shall be effective for a period of not more 
than 180 days from the date of Issuance. 

<b) A commitment to insure upon 
completion shall be effective for a desig¬ 
nated term within which the mortgagor 
is required to begin construction, and if 
construction is begun as required, the 
commitment shall be effective for such 
additional period, estimated by the Com¬ 
missioner. as will allow for completion of 
construction. 

(ii) The term of a commitment may be 
extended in such manner as the Commis¬ 
sioner may, from time to time, prescribe. 

(ill) If the payment of a commitment 
fee is not received by the Commissioner 
within 30 days after the date of Issuance 
of a commitment, the commitment shall 
expire on the 30th day. 

(d) Commitment fee. A commitment 
fee which, when added to the application 
fee. will aggregate $3 per thousand dol¬ 
lars of the face amount of the mortgage 
set forth in the commitment, shall be 
paid within 30 days after the date of the 
commitment. 

(e) Inspection fee. The commitment 
may provide for the payment of an 
inspection fee in an amount not to exceed 
$5 per thousand dollars of the commit¬ 
ment. If an inspection fee is required, it 
shall be paid as follows: 

(1) If the case Involves the insurance 
of advances. It shall be paid at the time 
of initial endorsement. 

(2) If the case Involves insurance 
upon completion. It shall be paid prior 
to the date construction is begun. 

<f) Fees on increases —(1) Increase in 
commitment prior to endorsement. Upon 
an application, filed prior to initial en¬ 
dorsement (or prior to endorsement in a 
case involving insurance upon comple¬ 
tion). for an Increase in the amount of 


an outstanding commitment, an addi¬ 
tional application fee of $1.50 per thou¬ 
sand dollars computed upon the amount 
of the Increase requested shall accom¬ 
pany the application. Any increase in 
the amount of a commitment shall be 
subject to the payment of an additional 
commitment fee which, when added to 
the additional application fee, will ag¬ 
gregate $3 per thousand dollars of the 
amount of the increase. The additional 
commitment fee shall be paid within 30 
days after the date of the issuance of the 
amended commitment. If the additional 
commitment fee is not paid within 30 
days, the commitment for the increased 
amount will expire and the previous 
commitment will be reinstated. If an in¬ 
spection fee was required in the original 
commitment, an additional Inspection 
fee shall be paid in an amount not to 
exceed $5 per thousand dollars of the 
amount of increase in commitment. 
Where insurance of advances are in¬ 
volved. the additional Inspection fee shall 
be paid at the time of initial endorse¬ 
ment. Where insurance upon comple¬ 
tion is Involved, the additional Inspec¬ 
tion fee shall be paid prior to the date 
construction is begun or if construction 
has begun, it shall be paid with the ap¬ 
plication for increase. 

(2) Increase in mortoaoe between 
initial and final endorsement. Upon an 
application, filed between Initial and 
final endorsement, for an increase in 
the amount of the mortgage, either by 
amendment or by substitution of a new 
mortgage, an additional application fee 
of $1.50 per thousand dollars computed 
on the amount of the increase requested 
shall accompany the application. The 
approval of any Increase In the amount 
of the mortgage shall be subject to the 
payment of an additional commitment 
fee which, when added to the additional 
application fee, will aggregate $3 per 
thousand dollars of the amount of the 
increase granted. If an inspection fee 
was required in the original commitment, 
an additional Inspection fee shall be paid 
in an amount not to exceed $5 per thou¬ 
sand dollars of the amount of the in¬ 
crease granted. The additional commit¬ 
ment and Inspection fees shall be paid 
within 30 days after the increase is 
granted. 

(3) Loan to cover operating losses. In 
connection with a loan to cover operating: 
losses during the first two years follow¬ 
ing completion of the project, a combined 
application and commitment fee of $3 per 
thousand dollars of the amount of the 
loan applied for shall be submitted with 
the application for the commitment. No 
inspection fee shall be required. 

(g) Reopening of expired commit¬ 
ments. An expired commitment may be 
reopened if a request for reopening Is 
received by the Commissioner within 90 
days of the expiration of the commit¬ 
ment. The reopening request shall be ac¬ 
companied by a fee of 50 cents per thou¬ 
sand dollars of the amount of the ex¬ 
pired commitment. A commitment which 
has expired because of failure to pay the 
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commitment lee may be reopened only 
upon payment of the commitment lee 
and the reopening lee. II the reopening 
request is not received by the Commis¬ 
sioner within the required 90-day period, 
a new application* accompanied by on 
application lee. must be submitted. U a 
commitment lor an increased amount 
has expired because ol failure to pay an 
additional commitment lee based on the 
amount ol the increase, the reopening 
fee shall be computed on the basis ol the 
amount of the commitment Increase 
rather than on the amount ol the orig¬ 
inal commitment. 

(h) Transfer fee. Upon application for 
approval of a case involving the trans¬ 
fer of physical assets or involving the 
substitution ol mortgagors, a transfer 
Ice ol 50 cents per thousand dollars shall 
be paid on the original face amount ol 
the mortgage. 

(i) Refund of fees . If an application is 
rejected before it is assigned for process¬ 
ing, or In such other Instances as the 
Commissioner may determine, the entire 
application fee or any portion thereof 
may be returned to the applicant. Com¬ 
mitment, inspection and reopening fees 
may be refunded, in whole or in part, If 
it is determined by the Commissioner 
that there is & lack of need for the hous¬ 
ing or that the construction or financing 
of the project has been prevented because 
of condemnation proceedings or other 
type of legal action taken by a govern¬ 
mental body or public agency, or in such 
other instances as the Commissioner may 
determine. A transfer fee may be refund¬ 
ed only in such Instances as the Com¬ 
missioner may determine. 

§214.11 Maximum fm and rliargo* 
by mortgager. 

The mortgagee may collect from the 
mortgagor the amount of the fees pro¬ 
vided for in this subpart. The mortgagee 
may also collect from the mortgagor an 
initial service charge in an amount not 
to exceed 2 percent of the original prin¬ 
cipal amount of the mortgage to reim¬ 
burse the mortgagee for the co6t of 
closing the transaction. Any additional 
charges or fees collected from the mort¬ 
gagor shall be subject to prior approval 
of the Commissioner. 

§214.12 Unavailability of conventional 
financing* 

The application for Insurance shall be 
accompanied by such evidence as the 
Commissioner may require to establish 
that the mortagagor or sponsor lias been 
unable to obtain an uninsured mortgage 
loan for financing the proposed project 
with terms comparable to those pre¬ 
scribed in || 244.30 through 244.50 for 
a mortgage Insured under this subpart. 

§ 244.15 Extension of committticttl. 

When the mortgagee has failed to take 
action within the period of time required 
in order to prevent the expiration of a 
commitment or in order to reopen an 
expired commitment, the Commissioner 
may extend such period and may retro¬ 
actively reinstate or reopen such com¬ 
mitment. 


Eligible Mortgagors 
§ 241.20 Eligible mortgagor*. 

In order to be eligible as a mortgagor 
under this subpart, the applicant shall 
establish to the satisfaction of the Com¬ 
missioner that It qualifies as a group 
practice unit as that term Is defined In 
I244.HO. 

Eligible Mortgagees 
§ 244.25 (jualifiration* for lender*. 

The provisions of IS 203.1 through 
203.4 of this chapter and 15 203.6 through 
203.9 of this chapter shall govern the 
eligibility, qualifications and require¬ 
ments of mortgagees under this subpart. 

Maximum Mortgage Amounts 

g 2 LI.30 Maximum mortgage amount*— 
dollar limitation. 

The mortgage shall involve a principal 
obligation not in excess of 45 million. 

§ 2*41.32 Maximum mortgage amount— 
loan to value limitation. 

In addition to meeting the dollar lim¬ 
itation set forth in I 244.30, the mort¬ 
gage shall involve a principal obligation 
not in excess of 90 percent of the Com¬ 
missioner’s estimate of the replacement 
cost of the property when construction 
or rehabilitation is completed. The cost 
of tile property may include the land and 
proposed physical improvements, equip¬ 
ment, utilities within the boundaries of 
the property, architect’s fees, taxes, and 
interest accruing during construction, 
and other miscellaneous charges Ap¬ 
proved by the Commissioner as incident 
to the construction or rehabilitation. 

§ 244.35 Adjusted mortgage amount— 
rehabilitation project*. 

In addition to meeting the dollar and 
loan-to-value limitations set forth In 
If 244.30 and 244.32, a mortgage fi¬ 
nancing the rehabilitation of existing 
Improvements shall be subject to the 
following additional limitations: 

(a) Property held unencumbered. If 
the mortgagor Is the fee simple owner 
of the property and the ownership Is not 
encumbered by an outstanding Indebted¬ 
ness, the mortgage shall not exceed 100 
percent of the Commissioner’s estimate 
of the cost of the proposed rehabilitation 

(b) Property subject to existing mort¬ 
gage. If the mortgagor owns the prop¬ 
erty subject to an outstanding indebted¬ 
ness, which is to be refinanced with part 
of the insured mortgage, the mortgage 
shall not exceed the total of the 
following: 

(1) The Commissioner’s estimate of 
the cost of rehabilitation, plus 

(2) Such portion of the outstanding 
Indebtedness as does not exceed 90 per¬ 
cent of the Commissioner’s estimate of 
the fair market value of such land and 
Improvements prior to rehabilitation. 

(c) Property to be acquired. If the 
property is to be acquired by the mort¬ 
gagor and the purchase price is to be 
financed with a part of the Insured 
mortgage, the mortgage shall not exceed 
90 percent of the total of the following: 


(1) The Commissioner's estimate of 
the cost of rehabilitation, plus 

(2) The actual purchase price of the 
land and improvements or the Commis¬ 
sioner’s estimate (prior to rehabilitation) 
of the fair market value of such land and 
improvements, whichever is the lesser. 

§241.37 Reduced mortgage amount—— 
leasehold*. 

In the event the mortgage is on a 
leasehold estate rather than on a fee 
simple holding, the value or replacement 
cost of the property on which the mort¬ 
gage is based Is the value or replacement 
cost of the property in fee simple reduced 
by an amount equal to the capitalized 
value of the ground rent. 

§ 2 Li.38 Euan* to cmer 2-year operat¬ 
ing lo»>. 

(a) Operating loss determination. 
When the Commissioner determines that 
an operating loss has occurred during 
the first 2 years following completion of 
the project, he may. In his. discretion, 
accept for Insurance under tills part, a 
loan to cover such loss. For the purposes 
of this section, an operating loss shall 
occur when the Commissioner deter¬ 
mines that the total of the taxes. Inter¬ 
est on the mortgage debt, mortgage In¬ 
surance premiums, hazard insurance 
premiums, and the expense of mainte¬ 
nance and operation of the project (ex¬ 
cluding depreciation) exceeds the proj¬ 
ect income. 

<b> Security instrument. The loan 
shall be secured by an Instrument In a 
form approved by the Commissioner for 
use in the Jurisdiction in which the proj¬ 
ect is located. 

(c) Maximum interest rate. The loan 
may bear Interest at such rate as may 
be agreed upon by the mortgagee and 
the mortgagor, but In no case shall such 
rate exceed the rate In effect under 
I 244.45 on the date the commitment Is 
issued. Interest shall be payable In 
monthly installments on the principal 
then outstanding. 

(d) Maturity. The loan shall be limited 
to a term not exceeding the unexpired 
term of the original mortgage. 

§ 2 41.10 Mortgage provision*. 

All of the provisions of | 207.3 of this 
chapter apply to mortgages Insured 
under this subpart. These provisions 
prescribe the mortgage form and the 
obligation of the mortgagee for disburs¬ 
ing the mortgage proceeds. 

EXicxble Mortgages 
§ 241.45 Maximum intrml rate. 

(a) The mortgage shall bear interest 
at the rate agreed upon by the mortgagee 
and the mortgagor, which rate shall not 
exceed 7 percent, except that where a 
letter inviting submission of an applica¬ 
tion for commitment was issued by the 
Secretary before February 18, 1971, or 
an application for commitment w*as re¬ 
ceived by the Secretary before Febru¬ 
ary 18, 1971. the mortgage may bear 
interest at the maximum rate in effect 
at the time of issuance of the letter or 
receipt of the application. 
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(b* Interest shall be payable In 
monthly Installments on the principal 
amount of the mortgage outstanding on 
the due date of each Installment. 

§ 2 $ 1.17 Mufcimum mortgage inalaritv. 

The mortgage shall have a maturity 
not to exceed 25 years from the date of 
the beginning of amortization of the 
mortgage, and shall contain amortiza¬ 
tion or sinking fund provisions satis¬ 
factory to the Commissioner. 

§ 211.30 Payment requirement*. 

The mortgage shall provide for pay¬ 
ments on the first day of each month 
on account of interest and for payments 
to principal in accordance with an amor¬ 
tization plan or sinking fund provisions 
agreed upon by the mortgagor, the mort¬ 
gagee and the Commissioner. 

§211.52 Application of payment.*. 

All payments to be made by the mort¬ 
gagor to the mortgagee shall be added 
together and the aggregate amount 
thereof shall be paid by the mortgagor 
each month In a single payment. The 
mortgagee shall apply each payment re¬ 
ceived to the following items in the or¬ 
der set forth: 

(a) Premium charges under the con¬ 
tract of Insurance. 

(b) Ground rents, taxes, special as¬ 
sessments. and fire and other hazard In¬ 
surance premiums. 

(e) Interest on the mortgage. 

(d) Amortization of the principal of 
the mortgage. 

§ 2-11.55 Accumulation of accrual*. 

All of the provisions of I 267.12 of this 
chapter apply to mortgages Insured un¬ 
der this subpart. These provisions re¬ 
late to payments to be made by the 
mortgagor to be accumulated by the 
mortgagee for paying the annual mort¬ 
gage Insurance premium, ground rents, 
taxes, water rates, special assessments, 
and fire and other hazard Insurance 
premiums. 

§ 244.57 Mortgage convenant*. 

The mortgage shall contain covenants 
relating to liens, property insurance, and 
use of property as prescribed In 88 207.9, 
207.10 and 207.16 of this chapter. 

§ 2 14.58 Racial restriction covenant. 

Under the mortgage Instrument, the 
mortgagor shall covenant that until the 
mortgage has been paid In full, or the 
contract of insurance otherwise termi¬ 
nated. he win not execute or file for 
record any instrument which Imposes a 
restriction upon the sale or use of the 
mortgaged property on the basis of race, 
color, or creed. This covenant shall be 
binding upon the mortgagor and his as¬ 
signs and shall provide that upon viola¬ 
tion thereof, the mortgagee may, at Its 
option, declare the unpaid balance of the 
mortgage Immediately due and payable. 

§ 244.60 Iwuinrr of bond* uccurcd by 
(rust indenture. 

All of the provisions of 8 207.15 of this 
chapter apply to mortgages insured un¬ 
der this subpart. These provisions re¬ 
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late to the Issuance of bonds secured by 
a trust Indenture. 

§ 244.62 Mortgage lien. 

The mortgagor shall certify at the 
final endorsement of the mortgage for 
Insurance as to each of the following: 

(a) That the mortgage Is the first lien 
upon and covers the entire project In¬ 
cluding the equipment financed with 
mortgage proceeds. 

(b) That the property upon which the 
improvement have been made or con¬ 
structed, and the equipment financed 
with mortgage proceeds, arc free and 
clear of all liens other than the insured 
mortgage and such other liens as may 
be approved by the Commissioner. 

(c) That the certificate sets forth all 
unpaid obligations in connection with 
the mortgage transaction, the purchase 
of the mortgaged property, the construc¬ 
tion or rehabilitation of the project or 
the purchase of the equipment financed 
with mortgage proceeds. 

§ 244.65 Prepayment privilege, pre¬ 
payment and late charge*. 

(a) Prepayment privilege. The mort¬ 
gage Indebtedness shall not be prepaid In 
full and the Commissioner's controls 
shall not be terminated unless the Com¬ 
missioner gives his prior consent to such 
prepayment 

(b) Prepayment charge. The mortgage 
may contain a provision tor such addi¬ 
tional charge. In the event of prepayment 
of principal, as may be agreed upon be¬ 
tween the mortgagor and the mortgagee. 
However, the mortgagor shall be per¬ 
mitted to prepay up to 15 percent of the 
original principal amount of the mort¬ 
gage In any one calendar year without 
any such additional charge. Any reduc¬ 
tion in the original principal amount of 
the mortgage resulting from the certifi¬ 
cation of cost requirements shall not be 
construed as a prepayment of the 
mortgage 

(c) Late charge. The mortgage may 
provide for the collection by the mort¬ 
gagee of a late charge, not to exceed two 
cents for each dollar of each payment to 
Interest or principal more than 15 days 
In arrears, to cover the expense Involved 
In handling delinquent payments. Late 
charges shall be separately charged to 
and collected from the mortgagor and 
shall not be deducted from any aggre¬ 
gate monthly payment. 

§ 244.67 Injured advance*—building 

loan agreement. 

Prior to the Initial endorsement of the 
mortgage for insurance, the mortgagor 
and the mortgagee shall execute a build¬ 
ing loan agreement, approved by the 
Commissioner, setting forth the terms 
and conditions under which progress 
payments may be advanced during con¬ 
struction. To be covered by mortgage in¬ 
surance, each progress payment shall be 
approved by the Commissioner. 

Waci Standards 

§ 24 1.70 Prevailing wage requirements. 

Any contract, subcontract, or building 
loan agreement executed for the per¬ 


formance of construction of the project 
shall contain provisions requiring com¬ 
pliance with all applicable regulations of 
the Secretary of Labor relating to the 
payment of prevailing wages. In addi¬ 
tion. a requirement shall be Included that 
each laborer or mechanic employed on 
the project receive compensation at a 
rate not less than one and one-half times 
his basic rate of pay for all work time, in 
excess of 8 hours during any workday or 
in excess of 40 hours during any work¬ 
week. 

§ 244.72 Prevailing wage determina¬ 
tion. 

After the filing of the application for 
Insurance and prior to the beginning of 
construction, the Commissioner shall ob¬ 
tain from the Secretary of Labor a de¬ 
termination as to the wages prevailing 
for the various classes of laborers and 
mechanics In the area where the project 
Is to be constructed. 

§244.75 Ineligible contract*. 

(a) Contracts relating to the construc¬ 
tion of the project shall not be made with 
a general contractor or a subcontractor 
(or any firm, corporation, partnership, 
or association in which such contractor 
or subcontractor has a substantial Inter¬ 
est), the name of which Is on the 
Ineligible list of contractors or subcon¬ 
tractors established by the Commissioner 
or by the Comptroller General under the 
applicable regulations of the Secretary 
of Labor. 

(b) If the Commissioner determines 
that a contract has been made contrary 
to the requirements of paragraph (a) of 
this section and so notifies the mort¬ 
gagee, the Commissioner may refuse to 
insure any subsequent advances of mort¬ 
gage proceeds. 

§ 244.77 Wage certificate. 

No advance under the mortgage shall 
be eligible for insurance unless there Is 
filed with the application for such ad¬ 
vance a wage certificate as required by 
the Commissioner. The certificate shall 
state that the laborers and mechanics 
employed in the construction of the proj¬ 
ect have been paid not less than the pre¬ 
vailing wages determined by the Secre¬ 
tary of Labor and any overtime wages 
at a rate not less than one and one-half 
times the basic rate of pay for all work 
time, In excess of 8 hours during any 
workday, or in excess of 40 hours during 
any workweek. 

Funds and Finances 

§211.85 Fund* and finance*—deposit* 
and Idler* of credit. 

(a) Deposit*. Where the Commis¬ 
sioner requires the mortgagor to make a 
deposit of cash or securities, such deposit 
shall be with the mortgagee or a deposi¬ 
tory acceptable to the mortgagee. The 
deposit shall be held by the mortgagee in 
a special account or by the depository 
under an appropriate agreement ap¬ 
proved by the Commissioner. 
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(b) Letter of credit . Where a letter 
of credit is acceptable to the Commis¬ 
sioner In Ueu of deposit of cash or secu¬ 
rities. the letter of credit shall be uncon¬ 
ditional and irrevocable. The letter of 
credit shall be issued to the mortgagee 
by a banking institution. The mort¬ 
gagee shall be responsible to the Com¬ 
missioner for collection under the letter 
of credit. In the event a demand foi 
payment under the letter of credit is not 
immediately met. the mortgagee shall 
forthwith provide a cash deposit equiva¬ 
lent to the undrawn balance of the letter 
of credit. 

§ 244.87 Fund* and finance*—off *itc 
utilities and atreeU. 

The Commissioner shall require assur¬ 
ance of completion of offsite public util¬ 
ities and streets in all cases, except where 
a municipality or other public body has 
by agreement (acceptable to the Com¬ 
missioner) agreed to install such util¬ 
ities and streets without cost to the 
mortgagor. Where such assurance is re¬ 
quired. it shall be either in the form of 
a cash escrow deposit or the retention 
of a specified amount of mortgage pro¬ 
ceeds by the mortgagee. If a cash escrow 
is used, it shall be deposited with the 
mortgagee or with an acceptable trustee 
or escrow agent designated by the mort¬ 
gagee. If mortgage proceeds are used, 
the mortgagee shall retain under terms 
approved by the Commissioner, rather 
than disburse at the initial closing of the 
mortgage, a portion of the mortgage pro¬ 
ceeds allocated to land in the project 
analysis. As additional assurance, the 
Commissioner may also require a surety 
company bond or bonds. 

§ 2*14.90 Funds and finanr w - injured 
advances—general requirement*. 

(a) Establishment of funds . If the 
commitment provides for insurance of 
advances during construction, the mort¬ 
gagor shall, prior to initial endorsement, 
make each of the following deposits: 

(1) An amount determined by the 
Commissioner as sufficient (when added 
to the proceeds of the insured mortgage) 
to assure completion of the project and 
to pay the initial service charge, the 
carrying charges, and the legal and or¬ 
ganisation expenses incident to the proj¬ 
ect. The deposit shall be in cash and 
shall be held by the mortgagee under 
an appropriate agreement, approved by 
the Commissioner, requiring that prior 
to the advance of any mortgage money, 
all the cash be disbursed for work and 
material on the physical Improvements, 
and for any other charges and expenses 
which arc payable. 

(2) An amount representing all fees 
and charges to be paid by the mortgagor 
in connection with financing which are 
in excess of the initial service charge and 
which have been approved by the Com¬ 
missioner. 

(b) Deposit and use of funds. Unless 
other arrangements acceptable to the 
Commissioner are made, the funds re¬ 
ferred to in paragraph (a) of this sec¬ 


tion shall be subject to the provisions of 
5 244.85(a). 

<c) Letter of credit . The mortgagee 
may accept, in lieu of a cash deposit 
required by paragraph (a)(2) of this 
section, a letter of credit as provided in 
5 244.85(b). 

§ 244.92 Fund* and finance*- - ln»urrd 
advance*—working capital. 

(a) The amount of working capital. If 
any, required by the Commissioner to be 
deposited by the mortgagor with the 
mortgagee or In a depository satisfactory 
to the mortgagee and under its control, 
shall not exceed 2 percent of the original 
amount of the mortgage. Disbursement 
from such deposit shall be made only in 
a manner prescribed by the Commis¬ 
sioner. 

(b) The mortgagee may accept, in lieu 
of a cash deposit required by paragraph 
(a) of this section, an unconditional Ir¬ 
revocable letter of credit Issued to the 
mortgagee by a banking institution. In 
the event a demand under the letter of 
credit is not immediately met. the mort¬ 
gagee shall forthwith provide cash equiv¬ 
alent to the undrawn balance there¬ 
under. 

§ 214.95 Fund* and finance*—in*ured 
advance*—a**urancc of completion. 

(a) In general . The mortgagor shall 
furnish assurance of completion of the 
project, in the form of a personal 
indemnity agreement, a surety company 
bond or bonds, a cash escrow deposit, or 
a letter of credit, os required by the 
Commissioner. The types of assurance 
to be furnished are as follows: 

(1) Where the estimated cost of con¬ 
struction or rehabilitation is $200,000 or 
less, assurance will be accepted in the 
form of a personal indemnity agree¬ 
ment executed by the principal officers, 
directors, stockholders, or partners or 
individuals operating as the general 
contractor. 

(2) Where the estimated cost of con¬ 
struction or rehabilitation is more than 
$200,000 or where such cost is less than 
$200,000 and a personal Indemnity 
agreement is not executed, assurance 
shall be by a surety company bond or 
bonds, a cash escrow deposit, or a letter 
of credit, the amount of which shall be 
prescribed by the Commissioner. 

(b) Indemnity agreement and bond 
requirements . The personal indemnity 
agreement and the bonds shall be on 
forms approved by the Commissioner. 
The surety company executing a bond 
must be satisfactory to the Commis¬ 
sioner. 

(c) Escrow deposit requirements . The 
escrow deposit shall consist of cash, se¬ 
curities of the United States, or securities 
which are fully guaranteed by the United 
States as to principal, except that FHA 
debentures may not be used for such 
purpose. The deposit shall meet the re¬ 
quirements of § 244.86(a). 

(d) Letter of credit requirements . 
The letter of credit shall meet the re¬ 
quirements of $ 244.85(b). 


Supervision of Mortgagor 

§244.100 Supervision of mortgagor— 
form of regulation. 

The Commissioner may regulate and 
restrict the mortgagor as long as the 
Commissioner is the insurer or rein¬ 
surer of the mortgage or while the Secre¬ 
tary is the holder of the mortgage. Such 
regulation or restriction may be In the 
form of a regulatory agreement, corpo¬ 
rate charter or such other means os the 
Commissioner approves. 

§241.102 Supervision of mortgagor— 
maintenance of project. 

The mortgagor shall maintain the 
project's grounds and buildings and the 
equipment financed with mortgage pro¬ 
ceeds in good repair. It shall promptly 
complete such repairs and maintenance 
as the Commissioner considers necessary 
and required. 

§ 244.105 Supcrvinion of mortgagor— 
book* amt account*. 

The books and accounts of the mort¬ 
gagor relating to the operation of the 
physical facilities of the project (exclu¬ 
sive of the books and records relating to 
the group practice of medicine, dentistry, 
or optometry) shall be established and 
maintained In a manner satisfactory to 
the Commissioner. They shall be kept 
In accordance with the requirements of 
the Commissioner so long as the mort¬ 
gage Is insured by the Commissioner or 
the mortgage is held by the Secretary. 
The mortgagor shall file with the Com¬ 
missioner such financial reports as the 
Commissioner may require. 

§ 241.107 Supervision of mortgagor— 
inspection of facilities by Commis¬ 
sioner. 

The mortgagor’s property, equipment, 
buildings, plans, offices, apparatus, de¬ 
vices, books, contracts, records, docu¬ 
ments, and papers relating to the opera¬ 
tion of the physical faculties of the proj¬ 
ect (exclusive of the books and records 
relating to the group practice of medi¬ 
cine. dentistry or optometry) shall be 
subject to inspection and examination by 
the Commissioner or his duly authorized 
representative at all reasonable times. 

§241.110 Soperviiion of mortgagor- 
control over *urplu* cadi. 

Surplus cash acquired by the mort¬ 
gagor from the operation of the project 
may be used only for such specific pur¬ 
poses as may be approved by the Com¬ 
missioner. The term "surplus cash” as 
used In this section sh&U mean the cash 
legally available and remaining after the 
payment and aUocatlon of funds as 
follows: 

(a) The payment of each of the 
following: 

(1) Sums currently due under the 
terms of the mortgage or note insured 
by the Commissioner or held by the 
Secretary. 

(2) Amounts required to be deposited 
in the Reserve Fund for Replacements. 
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(3) Outstanding obligation* of the 
mortgagor arising out of the operation 
of the project other than those arising 
out of the mortgage Indebtedness, unless 
funds for payment have been set aside 
or deferment of payment has been ap¬ 
proved by the Commissioner. 

(b) The allocation and placement In 
a separate account of an amount equal 
to the aggregate of ah special funds re¬ 
quired to be maintained by the project. 

§211.112 Snpfniiion of luorlga&oi*— 
fund for replacement*. 

The mortgagor shall deposit and 
maintain with the mortgagee a reserve 
fund for replacements. The amount 
and type of such fund and the condi¬ 
tions under which it shah be accumu¬ 
lated, replenished, and used, shall be 
specified in the regulatory agreement, 
corporate charter, or in such other docu¬ 
ment as the Commissioner may require. 

§ 2 14.115 Rcnfnl of facilities. 

Where the mortgagor rents the group 
practice facilities to a medical or dental 
group, the terms of the lease and the 
amount of rental charge shall be sub¬ 
ject to the approval of the Commissioner. 
Provision shall be included In the lease 
for an annual review of the rental charge 
and for adjustments to increase or de¬ 
crease such rental charge with the ap¬ 
proval of the Commissioner. The mort¬ 
gagor shall make an annual report to the 
Commissioner as to its financial status 
and adjustments in the annual rental 
shall be made only with the approval of 
the Commissioner. 

Property Requirements 
§ 2 44.120 Eligibility of property. 

A mortgage to be eligible for insurance 
shall cover real estate In which the mort¬ 
gagor has one of the following interests: 

(a) A fee simple title. 

(b) A lease for not le«6 than 99 years 
which Is renewable. 

(c) A lease having a term of not leas 
than 75 years to run from the date the 
mortgage Is executed. 

(d) A lease executed by a govern¬ 
mental agency or an Indian or an Indian 
tribe for the maximum term consistent 
with the legal authority for the execu¬ 
tion of such lease, provided that the term 
of any such lease shall run for a period 
of not less than 50 years from the date 
the mortgage is executed. 

§ 241.122 Special property require¬ 
ment*. 

The project shall be designed for use 
as a group practice facility which the 
Commissioner finds: 

(a) Will be constructed In an econom¬ 
ical manner. 

Cb) Will not be of elaborate or ex¬ 
travagant design or materials. 

(c) Will provide adequate and suitable 
facilities for the group practice of medi¬ 
cine. optometry, or dentistry. 

§ 244.125 Zoning, deed or building re¬ 
striction*. 

The project when completed shall not 
violate any material zoning or deed re¬ 


strictions applicable to the project site, 
and shall comply with all applicable 
building and other governmental regu¬ 
lations and requirements. 

§ 241.127 Di*r rim inn lion prohibited. 

Any contract or subcontract executed 
for the construction or rehabilitation of 
the project shall contain a provision that 
there shall be no discrimination against 
any employee, or applicant for employ¬ 
ment because of race, color, creed, or 
national origin. Where the mortgagor 
is the general contractor, the building 
loan agreement shall contain the same 
provision against discrimination. 

Cost Certification 

§ 244.140 Certification of roM require¬ 
ments. 

(a) Prior to Initial endorsement of 
the mortgage for insurance, the mortga¬ 
gor, the mortgagee and the Commis¬ 
sioner shall enter into an agreement 
approved by the Commissioner for the 
purpose of limiting the outstanding 
principal balance of the mortgage, at the 
time of final endorsement, to the statu¬ 
tory limitations based on the actual cost 
of the project. The agreement shall re¬ 
quire the mortgagor to do each of the 
following: 

(1) Disclose its relationship Including 
any collateral agreements with the gen¬ 
eral contractor, the subcontractor, and 
the suppliers. 

(2) Enter Into a construction contract 
with the general contractor in a form 
meeting the requirements of 1 244.145. 

(3) Execute a certificate of actual 
costs upon completion of the construc¬ 
tion. 

(4) Reduce the outstanding principal 
balance of the mortgage by applying 
thereto any excess of mortgage proceeds 
over statutory limitations based on ac¬ 
tual costs. 

§ 244.1 42 Certificate n« to mbrontraft*. 

If the Commissioner determines that 
the mortgagor or any of Its officers, di¬ 
rectors. stockholders, partners, or bene¬ 
ficiaries have an interest (financial or 
otherwise) in a subcontractor or ma¬ 
terial supplier, the mortgagor shall 
certify (at such times and in such form 
as may be prescribed by the Commis¬ 
sioner prior to final endorsement of the 
mortgage for Insurance) that the 
amounts paid to such subcontractor or 
material supplier were not more than the 
rate being paid in the locality for simi¬ 
lar type labor and materials. 

§ 244.145 Form of contract. 

A cost-plus form of contract between 
the mortgagor and the general contrac¬ 
tor shall be used unless it is established 
to the Commissioner's satisfaction that 
such form Is not required to protect his 
Interests and the Interests of the mort¬ 
gagor, In which case a lump sum contract 
may be used. 

§ 244.147 Certificate of actual ro*t*. 

Upon completion of the project to the 
satisfaction of the Commissioner and 
prior to final endorsement, the mortgagor 


shall submit a certificate showing the 
actual costs of the project to the mort¬ 
gagor. The certificate shall be In a 
form prescribed by the Commissioner. 

§244.150 Certificate of actual com*— 
general contractor’s cost*. 

Upon completion of the project to the 
satisfaction of the Commissioner and 
prior to final endorsement, the general 
contractor shall submit a certificate of 
actual costs In a form prescribed by the 
Commissioner. 

§244.152 Ortificate of actual co*!*— 
tubcontractor’s coat*. 

Where the subcontractor, material 
supplier, or equivalent lessor have an 
identity of Interest either with the mort¬ 
gagor or the general contractor, the 
Commissioner may require the mortga¬ 
gor to submit a certificate showing the 
actual cost of the labor, supplies, or 
equipment furnished to tite project by 
any one or all of such entities. The cer¬ 
tificate shall be in a form prescribed by 
the Commissioner. 

§ 244.155 Record*. 

The mortgagor shall keep and main¬ 
tain adequate records of all construc¬ 
tion costs, or other cost items not repre¬ 
senting work under the general contract 
and shall require the general contractor 
to keep similar records. Upon request 
by the Commissioner, such records, to¬ 
gether with any collateral agreements, 
shall be made Available for examination 

§ 244.157 Adjustment of com— new con* 
fttruction. 

In the case of new construction, In 
order to give effect to land value, the ag¬ 
gregate amount shown In the certificate 
of actual costs shall be adjusted, prior to 
final endorsement, as follows: 

(a) Land held in fee. Where the land 
Included In the mortgage security Is 
owned In fee by the mortgagor, the Com¬ 
missioner's estimate of the fair market 
value of such land prior to the beginning 
of construction shall be added to the 
total cost shown in the certificate. 

(b) Land held under leasehold. 
Where the land Included In the mort¬ 
gage security Is held by the mortgagor 
under a leasehold, the expense of acquir¬ 
ing the leasehold may be added to the 
aggregate amount shown In the certifi¬ 
cate of actual costs. The amount added 
ffiiAii be limited to the Commissioner's 
estimate, prior to the beginning of con¬ 
struction. of the fair market value of the 
leasehold or other Interest. 

§ 244.160 Adjustment of cost—relintnli- 
tntkin. 

In the case of repair or rehabilitation. 
In order to give effect to land value, the 
aggregate amount shown in the certifi¬ 
cate of actual costs shall be adjusted, 
prior to final endorsement, as follows: 

(a) Property already cnoned. Where 
no part of the proceeds of the mortgage 
is to be used to finance the purchase of 
the land or the existing Improvements, 
the mortgage shall be reduced to an 
amount which does not exceed 100 per¬ 
cent of the actual costs (as approved by 
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the Commissioner) of the repair or 
rehabilitation. 

Cb) Property subject to existing mort¬ 
gage. Where the proceeds of the mort¬ 
gage are to be used to refinance on 
existing mortgage, there shall be added 
to the actual costs of the repair or re¬ 
habilitation the lesser of the following: 

(1) The amount of the existing mort¬ 
gage. 

(2) 90 percent of the Commissioner’s 
estimate (prior to repair or rehabilita¬ 
tion) of the fair market value of the 
land and existing Improvements. 

(c) Property to be acquired. Where 
the proceeds arc to be used to finance the 
purchase of the land and existing im¬ 
provements In addition to financing the 
repair or rehabilitation, there shall be 
added to the actual costs of the repai» or 
rehabilitation the lesser of the following: 

(1) The purchase price of the land and 
existing improvements. 

(2) The Commissioner’s estimate 
(prior to repair or rehabilitation) of the 
fair market value of the land and existing 
improvements. 

§ 214.162 Reduction in mortgage 
amount. 

If the principal amount of the mort¬ 
gage exceeds the total shown by the cer¬ 
tificate of actual costs, after adjustment 
as provided in 33 244.167 and 244.160. 
the mortgage shall be reduced by the 
amount of such excess prior to final in¬ 
surance endorsement. 

§244.165 Effect of agreement. 

Any agreement, undertaking, state¬ 
ment. or certification required by the 
Commissioner in connection with the 
certificate of actual costs shall specifi¬ 
cally state that it has been made, pre¬ 
sented. and delivered for the purpose of 
Influencing an official action of the Com¬ 
missioner and that it may be relied upon 
as a true statement of the facts con¬ 
tained therein. 

§2 VI. 167 Cool certification incontest¬ 
able. 

Upon the Commissioner's approval of 
the mortgagor's certification of actual 
costs, such certification shall be final 
and Incontestable, except for fraud or 
material misrepresentation on the part 
of the mortgagor. 

Title 

§ 244.180 Eligibility of title. 

In order for the mortgaged property 
to be eligible for insurance, the Commis¬ 
sioner shall determine that marketable 
title thereto is vested In the mortgagor 
as of the date the mortgage is filed for 
record. The title evidence shall be ex¬ 
amined by the Commissioner and the 
original endorsement of the credit In¬ 
strument for Insurance shall be evidence 
of its acceptability. 

§241.182 Title evidence- 

Upon insurance of the mortgage, the 
mortgagee shall furnish to the Commis¬ 
sioner a survey of the mortgaged prop¬ 
erty, satisfactory to him, and a policy 
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of title insurance covering such property, 
as provided in paragraph (a) of this see- 
tion. If, for reasons the Commissioner 
deems satisfactory, title insurance can¬ 
not be furnished, the mortgagee shall 
furnish such evidence of title In accord¬ 
ance with paragraph (b) or (c) of this 
section, as the Commissioner may re¬ 
quire. Any survey, policy of title insur¬ 
ance, or evidence of title required under 
this section shall be furnished without 
expense to the Commissioner. The types 
of title evidence are: 

(a) A policy of title insurance issued 
by a company and in a form satisfactory 
to the Commlsioner. The policy shall 
name as the Insureds the mortgagee and 
the Secretary of Housing and Urban 
Development, as their respective inter¬ 
ests may appear. The policy shall pro¬ 
vide that upon acquisition of title by the 
mortgagee or the Secretary, it will be¬ 
come an owner's policy running to the 
mortgagee or the Secretary, as the case 
may be. 

(b) An abstract of title satisfactory to 
the Commissioner, prepared by an ab¬ 
stract company or Individual engaged 
In the business of preparing abstracts 
of title, accompanied by a legal opinion 
satisfactory to the Commission as to the 
quality of such title, signed by an attor¬ 
ney at law experienced in the examina¬ 
tion of titles. 

(c) A Torrens or similar title certif¬ 
icate. 

Facilities for Older Declining Areas 

§ 241.185 Eligibility of mortgages cov¬ 
ering facilities In certain neighbor¬ 
hoods. 

(a) A mortgage financing the repair, 
rehabilitation or construction of a group 
practice facility located in an older de¬ 
clining urban area shall be eligible for 
insurance under this subpart subject to 
compliance with the additional require¬ 
ments of this section. 

(b) The mortgage shall meet all of 
the requirements of this subpart, except 
such requirements (other than those re¬ 
lating to labor standards and prevailing 
wages) as are Judged to be not applicable 
on the basis of the following determina¬ 
tions to be made by the Commissioner: 

(1) That the conditions of the area in 
which the property is located prevent 
the application of certain eligibility re¬ 
quirements of this subpart. 

(2) That the area is reasonably viable, 
and there is a need in the area for an 
adequate group practice facility to serve 
low and moderate Income families. 

(3) That the mortgage to be Insured 
is an acceptable risk. 

(c) Mortgages complying with the re¬ 
quirements of this section shall be In¬ 
sured under this subpart pursuant to 
section 223(e) of the National Housing 
Act. Such mortgages shall be Insured 
under and be the obligation of the 
Special Risk Insurance Fund. 

§ 244.249 Effect of amendment*. 

The regulations in this subpart may be 
amended by the Commissioner at any 
time and from time to time, In whole or 
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in part, but such amendment shall not 
adversely affect the interests of a mort¬ 
gagee or lender under the contract of 
insurance on any mortgage or loan al¬ 
ready insured and shall not adversely 
affect the interests of a mortgagee or 
lender on any mortgage or loan to be 
insured on which the Commissioner has 
made a commitment to insure. 

Subpart 8— Contract Rights and 
Obligations 

§ 214-25) Incorporation by reference. 

(a) All of the provisions of 33 207.251 
et seq. (Part 207, Subpart B) of this chap¬ 
ter. relating to mortgages Insured under 
section 207 of the National Housing Act, 
apply to a mortgage covering a group 
practice facility insured under title XI 
of such Act. 

<b) For the purposes of this subpart, 
all references in Part 207 of this chapter 
to section 207 of the Act shall be con¬ 
strued to refer to title XI of the Act. 

(c) All of the definitions in § 244.1 
shall apply to this subpart. In addition, 
as used in this part, the terra "contract 
of insurance" means the agreement evi¬ 
denced by the Commissioner's insurance 
endorsement and includes the provisions 
of this subpart and of the Act. 

SUBCH AFTER C—PLANNING ASSISTANCE TO 
HOUSING SPONSORS 

PART 270—LOAN AND GRANT AS¬ 
SISTANCE FOR PLANNING HOUS¬ 
ING PROJECTS IN APPALACHIA 

Sec. 

270.1 Statement of applicable law and 
ficope of planning a&ststanco. 

270.3 Delegation from Secretary to Assist¬ 
ant Secretary—Federal Bousing 
Commissioner. 

270.5 Definitions. 

270.7 Scope of assistance. 

270.10 Location of proposed project. 

270.13 Filing, processing and approving ap¬ 
plications. 

270.15 Eligible applicants. 

27017 Use of loan or grant proceeds. 

270.20 Maximum amount of loan. 

270.23 Maximum amount of grant. 

270.26 Waiver of repayment. 

270X7 Maturity of loons—contract provi¬ 
sions. 

270.30 Interest on loons 

Authority : The provisions of this Port 270 
issued under sec. 207. 81 8lat. 257; 40 US.C. 
App. 207. 

§ 270.1 Statement of applicable law and 
scope of planning assistance- 

Section 207 of the Appalachian Re¬ 
gional Development Act of 1965 au¬ 
thorizes the Secretary of Housing and 
Urban Development to make loans, un¬ 
der such terms and conditions as he 
may prescribe, to nonprofit, limited divi¬ 
dend, or cooperative organizations, or to 
public bodies, for expenses of planning a 
housing construction or rehabilitation 
project and for obtaining the financing 
of such project by an insured mortgage 
under section 221 or 236 of the National 
Housing Act. Such project shall be lo¬ 
cated In an area of the Appalachian re¬ 
gion determined by the Appalachian Re¬ 
gional Commission to have significant 
potential for future growth. 
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§ 270.3 Delegation from Secretary to A*- 
•isUut Secret a r?—Federal flouting 
Cummhtioner. 

The Secretary hu delegated to the As¬ 
sistant Secretary—Federal Housing Com¬ 
missioner the authority to execute the 
powers and functions vested in the Secre¬ 
tary by section 207 of the Appalachian 
Regional Development Act of 1965. The 
delegation Includes the authority for the 
Commissioner to redelegate such author¬ 
ity to employees of the Department. 

§ 270.3 Definition?. 

As used In this part: 

(a) "Act" means the Appalachian Re¬ 
gional Development Act of 1965. as 
amended. 

(b) “Commission’* means the Appa¬ 
lachian Regional Commission, its 
Executive Committee, or the Federal 
Cochalrman of such Commission or his 
authorized representative. 

(c) “Commissioner’’ means the Assist¬ 
ant Secretary—Federal Housing Com¬ 
missioner or his authorized representa¬ 
tive. 

(d> “Cooperative organization** means 
a nonprofit cooperative ownership hous¬ 
ing corporation or trust approved by the 
Commissioner which restricts permanent 
occupancy of the project to the members 
of the corporation or trust and which 
prescribes requirements, approved by the 
Commissioner, for obtaining and trans¬ 
ferring membership. 

(e) “Fund** means the Appalachian 
Housing Fund allocated to the Secretary 
for carrying out the purposes of this part. 

(f) “FNMA'* means the Federal Na¬ 
tional Mortgage Association. 

<g) “GNMA” means the Government 
National Mortgage Association. 

(h) “Limited dividend organization- 
means an entity eligible as a limited dis¬ 
tribution mortgagor under section 221 of 
the National Housing Act and 9 221.510 
(c) of this title. 

(i) “Nonprofit organization” means a 
corporation or association organized for 
purposes other than the making of profit 
or gain for itself or any persons Identified 
therewith and which the Commissioner 
finds is In no manner controlled or di¬ 
rected by persons or firms seeking to de¬ 
rive profit or gain from Its operation. 

(J) ''Public body” means a Federal 
instrumentality, a State or political sub¬ 
division or an Instrumentality thereof, 
which certifies that it Is not receiving 
financial assistance from the United 
States exclusively pursuant to the United 
States Housing Act of 1937. 

(k) “Secretary” means the Secretary 
of Housing and Urban Development or 
an officer of the Department of Housing 
and Urban Development empowered to 
exercise any of the functions of the 
Secretary under section 207 of the Act. 

(l) “Section 221“ means section 221 of 
the National Housing Act. 

(m) “Section 221 regulations” means 
the regulations in Part 221 of this chap¬ 
ter issued to implement section 221 of the 
National Housing Act. 

<n> “Section 236“ means section 236 
of the National Housing Act. 


(o> “Section 236 regulations- means 
the regulations in Part 236 of this chap¬ 
ter Issued to implement section 236 of the 
National Housing Act. 

(p) “State member” means the mem¬ 
ber of the Appalachian Regional Com¬ 
mission who represents the State In 
which a proposed housing project Is to be 
located, or his authorized representative. 

§ 270.7 Scope of 

The Commissioner may make loans or 
grants from the fund to encourage and 
facilitate the construction or rehabilita¬ 
tion of housing in any area of the 
Appalachian Region determined by the 
Commission to have significant potential 
for future growth. The conditions of 
eligibility for applicants and applications 
for such loans or grants and the terms 
and conditions under which the proceeds 
of such loans and grants may be used are 
specified in this part 

§ 270.10 (.oration of proposed project. 

The proposed project for which a loan 
or grant is sought shall be located In the 
Appalachian region as that term Is 
defined In section 403 of the Appalachian 
Regional Development Act. as amended 
(40 UJS.C. Apendix A. sec. 4031. The pro¬ 
posed project shall be located in an Area 
of such region determined by the Com¬ 
mission to have significant potential for 
future growth. 

§ 270.13 Filing, pronging, ami approv¬ 
ing application*. 

(a) Prior to filing an application for 
a loan under this part, the applicant 
shall obtain approval for such filing 
from the state member. The application 
shall be filed, on a form p rescr ibed by the 
Commissioner, with the HUD area or in¬ 
suring office having Jurisdiction over the 
area In which the applicant proposes to 
construct or rehabilitate a housing 
project to be financed with a mortgage 
insured under section 231 or 236. 

(b) Upon a determination by the Com¬ 
missioner that the financial assistance 
applied for will carry out the purposes 
of this part and that an applicant is 
eligible for such assistance, the applica¬ 
tion will be submitted to the Commission 
for final approval. 

(c) After review, and upon approval by 
the Commission, the loon or grant may 
be disbursed by the Commissioner. 

§ 270.13 Eligible applicant*. 

(a) To be eligible for a loan, an appli¬ 
cant must be a nonprofit. limited divi¬ 
dend. or cooperative organization or a 
public body. 

(b) To be eligible for a grant, an ap¬ 
plicant must be a nonprofit or coopera¬ 
tive organization or a public body. 

(c) An applicant for a loan or grant 
shall have available funds or assets con¬ 
sidered adequate by the Commissioner to 
defray no less than 20 percent of the ex¬ 
penses of planning a project and of ob¬ 
taining a mortgage insured under section 
221 . 

g 270.17 U«c of loon or grant proceed*. 

An applicant shall agree, in form satis¬ 
factory to the Commissioner, to use the 


loan proceeds for the expenses of plan¬ 
ning a housing or rehabilitation project 
and for obtaining the financing of such 
project by a mortgage insured under sec¬ 
tion 221 or 236. The plans for such proj¬ 
ect shall contemplate Its ownership by 
one of the following: 

(a) The applicant. 

(b) A cooperative organization. 

(c) A nonprofit organization to be 
formed and controlled in a manner satis¬ 
factory to the Commissioner. 

§ 270.20 Maximum amount of loan. 

The loan shall not exceed 60 percent 
of the total cost of both planning the 
project and of obtaining an insured mort¬ 
gage under section 221 or 236. These 
costs may include preliminary surveys 
and analyses of market needs; prelimi¬ 
nary site engineering and architectural 
fees; options for the purchase of land; 
FHA and FNMA, or GNMA fees; con¬ 
struction loan fees and discounts; and 
such other items of cost as may be ap¬ 
proved by the Commissioner. The loan 
shall be disbursed on the basis of 80 per¬ 
cent of the Commissioner’s estimate of 
the total cost for such planning and for 
obtaining the Insured mortgage. The loan 
contract shall provide for an adjustment 
of the loan to an amount which will not 
exceed 80 percent of the actual expendi¬ 
tures for such total cost. 

§ 270.23 Maximum amount of grant. 

(a) The grant shall not exceed 80 per¬ 
cent of the difference between: 

(1) The amount representing all the 
administrative expenses incident to 
planning a project added to the cost of 
obtaining a mortgage under section 221 
or 236; and 

(2) The amount of such expenses re¬ 
covered from the proceeds of the Insured 
mortgage. 

<b> The administrative expenses in¬ 
cident to planning a project may include 
preparation of applications to the FHA 
and FNMA, or GNMA, coordination and 
management activities, and such other 
items of administrative expense as may 
be approved by the Commissioner. 

(c) The grant shall be disbursed in an 
amount determined by applying the for¬ 
mula in paragraph (a) of this section to 
the Commissioner’s estimate of both the 
expenses that will be incurred and the 
expenses that will be recovered from 
mortgage proceeds. 

(d) The grant contract shall provide 
for an adjustment of the grant by apply ¬ 
ing the formula In paragraph (a) of this 
section to the actual expenses and the 
amount of such expenses recovered from 
mortgage proceeds. 

§ 270.23 Waiver of repayment. 

The Commissioner may waive the re¬ 
payment of all or such part of a loan, 
Including interest thereon, that he de¬ 
termines cannot be recovered from the 
proceeds of a mortgage or mortgages in¬ 
sured under section 221 or 236. No waiver 
shall be made in connection with a loan 
to a limited dividend organization. 


FEDERAL REGISTER, VOL 36, NO 746— WEONESDAV, DECEMBER 77, 1971 









RULES AND REGULATIONS 


§ 270.27 Maturity of loan*—rontract 
provisions. 

The contract for a loan shall provide 
for repayment by the borrower within 
6 months following the first disburse¬ 
ment of funds pursuant to the contract 
or at such time as the borrower recovers 
his expenses from the mortgage proceeds, 
or at such other time as may be fixed by 
contract with the Commissioner. The 
Commissioner may extend the time for 
repayment under such terms and condi¬ 
tions as he may prescribe. 

§ 270.30 Interest on loan*. 

(a) Interest shall not be charged to 
borrowers other than limited dividend 
organizations. 

(b) Interest charged to a limited 
dividend organization shall be at the pre¬ 
vailing market rate, which shall be the 
maximum rate authorized under I 221.- 
518(a) of this title for mortgages insured 
under section 221. Such rate shall be de¬ 
termined as of the date the insuring 
office director recommends approval of 
the application for financial assistance 
under the Act. 

PART 271—LOAN ASSISTANCE FOR 
PLANNING LOW AND MODERATE 
INCOME HOUSING 

2T1.1 Statement of applicable law and 
scope of planning a&Ofltanc©. 

271A Delegation from Secretary to Assist¬ 
ant Secretary-Federal Housing 
Commissioner. 

271.5 Definition*. 

271.7 Scope of assistance. 

271.13 Filing, processing and approving ap¬ 
plication*. 

271.15 Eligible applicant*. 

271.17 Use at loan prooeod*. 

271.20 Maximum amount of loan. 

27125 Waiver of repayment. 

271.27 Maturity of loans—contract provi¬ 
sion*. 

271.30 Interest on loans. 

AuTKoamr: The provision* of this Part 
271 leaned under sec. 100, 82 8tat. 490; IS 
UAO. 1701X. 

§271.1 Slalrmwil of applicable law and 
scope of planning aasistancc. 

Section 106(b) of the Housing and 
Urban Development Act of 1868 author¬ 
izes the Secretary of Housing and Urban 
Development to make loans, under such 
terms and conditions as he may pre¬ 
scribe, to nonprofit organizations for 
necessary expenses of planning and ob¬ 
taining financing for the rehabilitation 
or construction of housing for low and 
moderate Income families under any fed¬ 
erally assisted program. 

§ 271.3 Delegation from Secretary to As- 
Mutant Secretary-Federal Homing 
Comntiofttoitrr. 

The Secretary has delegated to the 
Assistant Secretary-Federal Housing 
Commissioner the authority to execute 
the powers and functions vested In the 
Secretary by section 106(b) of the Hous¬ 
ing and Urban Development Act of 1968. 
The delegation Includes the authority for 
the Commissioner to redelegate such au¬ 
thority to employees of the Deportment. 


§271.5 Definition**. 

As used in this part: 

(a) •‘Act" means the Housing and 
Urban Development Act of 1968. 

(b) "Commissioner” means the As¬ 
sistant Secretary-Federal Housing Com¬ 
missioner or his authorized representa¬ 
tive. 

(c) " Fund" means the Low and Mod¬ 
erate income Sponsor Fund. 

(d) "Nonprofit organization" means a 
corporation or association organized for 
purposes other than the making of profit 
or gain for Itself or any persons identified 
therewith and which the Commissioner 
finds is in no manner controlled or di¬ 
rected by persons or firms seeking to de¬ 
rive profit or gain from Its operation. 

§ 271.7 .Scope of a**i*tanrr. 

The Commissioner may make loans 
from the fund to encourage and facilitate 
the construction or rehabilitation of 
housing for low and moderate Income 
families under any federally assisted pro¬ 
gram. The conditions of eligibility for ap¬ 
plicants and applications for such loans 
and the terms and conditions under 
which the proceeds of such loans may be 
used are specified in this part. 

§271.13 Filing, proceftfttng and approv¬ 
ing application*. 

(a) The application shall be filed, on a 
form prescribed by the Commissioner, 
with the HUD area or insuring office 
having jurisdiction over the area in 
which the applicant proposes to con¬ 
struct or rehabilitate a housing project 
for low or moderate Income families to be 
financed with the assistance of any Fed¬ 
eral program. 

(b) Upon a determination by the area 
or insuring office director that the finan¬ 
cial assistance applied for will carry out 
the purposes of this part and that an ap¬ 
plicant is eligible for such assistance, the 
application will be submitted to the 
Regional Administrator for final ap¬ 
proval. 

(c) After review, and upon approval 
by the Assistant Commissioner for MUlti- 
famlly Housing, the proceeds of the loan 
may be disbursed by the Commissioner. 

§271.15 Eligible applicant*. 

(a) To be eligible for a loan, an appli¬ 
cant must be a nonprofit organization. 

(b) An applicant for a loan shall have 
available funds or assets considered ade¬ 
quate by the Commissioner to defray 
no less than 20 percent of the estimated 
expenses of planning a project and of 
obtaining financing under a federally 
assisted program. 

§ 271.17 Uw of loan proceed*. 

An applicant shall agree. In form satis¬ 
factory to the Commissioner, to use the 
loan proceeds for the expenses of plan¬ 
ning the rehabilitation or construction 
of a project and for obtaining the fi¬ 
nancing of such project under a federally 
assisted program. The plans for such 
project shall contemplate Its ownership 
by the applicant or another nonprofit or- 
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ganizatlon satisfactory to the Commis¬ 
sioner. 

§ 271.20 Maximum amount of loan. 

The loan shall not exceed 80 percent of 
the total reasonable and necessary costs 
expected to be Incurred In both planning 
the project and of obtaining financing 
under a federally assisted program. These 
costs may include preliminary surveys 
and analyses of market needs; prelimi¬ 
nary site engineering and architectural 
fees; options for site acquisition; applica¬ 
tion and mortgage commitment fees; 
construction loan fees and discounts; and 
such other items of cost as may be ap¬ 
proved by the Commissioner. The loan 
proceeds shall be disbursed on the basts 
of 80 percent of the Commissioner's esti¬ 
mate of the total reasonable costs for 
such planning and for obtaining such 
financing. The loan contract shall pro¬ 
vide for an adjustment of the loan to an 
amount which will not exceed 80 percent 
of the actual expenditures for such total 
costs. 

§ 271.25 Waiver of repayment. 

The Commissioner may waive the re¬ 
payment of all or such part of a loan that 
he determines cannot be recovered from 
the proceeds of a permanent loan made 
to finance the rehabilitation or construc¬ 
tion of a housing project. 

§ 271.27 Maturity of luan*—contract 
provision*. 

The contract for a loan shall provide 
for repayment by the borrower within 6 
months following the first disbursement 
of funds pursuant to the contract or at 
such time as the borrower recovers his 
expenses from the proceeds of the perma¬ 
nent financing, or at such other time ns 
may be fixed by contract with the Com¬ 
missioner. The Commissioner may ex¬ 
tend the time for repayment under such 
terms and conditions as he may pre¬ 
scribe. 

§ 271.30 Interest on loan*. 

No interest shall be charged to a bor¬ 
rower under the provisions of this part. 

SUBCHAPTER 0— PUB LICIT FINANCED 
HOUSING PROGRAMS 

PART 275—LOW-RENT PUBLIC 
HOUSING 

Sec. 

275.1 Definition*. 

275.2 General policy. 

275.3 Application for financial assistance 

(other than leasing program). 

275.4 Annual Contributions Contract 

(other than leasing program). 

275.5 teasing program. 

275 8 Private participation. 

275.7 Applications; Information. 

275S Federally owned low-rent housing. 
Appendix—Prototype Cost Limits for Public 

AirriioarrT: The provision* o € this Part 
275 Issued under see. 7(d)* 79 Slat. 870; 42 
U AC. 3535(d). 

§ 275.1 Definition*. 

For purposes of this part the following 
terms shall have the meanings ascribed: 
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(a) Act . The United States Housing 
Act of 1937, as amended (42 UX3.C. 1401 
etseq.). 

(b) State. Any 8tate of the Union, the 
District of Columbia, and any Territory, 
dependency, or possession of the United 
States. 

(c) Low-rent housing. Decent, safe, 
and sanitary dwellings within the finan¬ 
cial reach of f ftmlUes of low Income, and 
all necessary appurtenances. 

(d) Families of low income. Families 
who are In the lowest Income group and 
w ho cannot afford to pay enough to cause 
private enterprise In their locality or 
metropolitan area to build an adequate 
supply of decent, safe, and sanitary 
dwellings for their use. 

<c) Local Authority. Any State, 
county, municipality, or other govern¬ 
mental entity or public body which is 
authorized to engage in the development 
or administration of low-rent housing or 
slum clearance. A "Local Authority" is a 
"public housing agency" as defined in 
the Act. 

(f) Cooperation agreement. A con¬ 
tract between a Local Authority and the 
governing body of the locality, providing 
for tax exemption, elimination of unsafe 
and insanitary dwelling units, supplying 
of public services, and other forms of 
cooperation by the local government, and 
for payments in lieu of taxes by the Local 
Authority, in connection with a low-rent 
housing project. 

§ 273.2 Grtirnil policy. 

The objectives of the program are to 
promote the general welfare by employ¬ 
ing the funds and credit of the United 
States to assist the States and their po¬ 
litical subdivisions to alleviate unemploy¬ 
ment and to remedy the unsafe and 
insanitary housing conditions and the 
acute shortage of decent, safe, and sani¬ 
tary dwellings for families of low Income, 
in urban and rural nonfarm areas, that 
are injurious to the health, safety, and 
morals of the citizens of the Nation. The 
objectives are carried out by providing 
financial assistance, pursuant to con¬ 
tracts. to Local Authorities applying for 
such assistance in developing and op¬ 
erating low-rent housing projects or for 
leasing of housing in private accom¬ 
modations. Applications for financial 
assistance, if otherwise proper, are 
approved to the extent permitted by 
limitations contained in the Act or other 
statutes. 

§ 275.3 Application for financial ha* di¬ 
nner (other than leasing program). 

A Local Authority seeking Federal fi¬ 
nancial assistance for a low-rent housing 
project must submit an application and a 
allowing that the Local Authority has 
been organized in accordance with State 
law, that there Is a need for the proposed 
low-rent housing which is not being met 
by private enterprise, and that the gov¬ 
erning body of the locality has by reso¬ 
lution approved application for a pre¬ 
liminary loan and has entered into a Co¬ 
operation Agreement with the Local 
Authority satisfactory to the Depart¬ 
ment of Housing and Urban Develop¬ 
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ment. A Preliminary Loan Contract pro¬ 
vides for advances of funds for surveys 
and planning. Such a contract is tendered 
by HUD to the Local Authority only after 
approval by the appropriate Assistant 
Secretary. 

§ 275.4 Annual Contribution* Contract 
(oilier than leasing program). 

An Annual Contributions Contract pro¬ 
vides for a loan to assist in the develop¬ 
ment of a low-rent housing project and 
for annual contributions to assist in 
achieving and maintaining the low-rent 
character of the project As the basis for 
such a contract, the Local Authority 
must submit a plan for its project with 
a showing of its feasibility. Including 
such matters as description of site, state¬ 
ment of number and types of structures 
and dwelling units, estimate of develop¬ 
ment cost, and data supporting all fea¬ 
tures of the project. The Local Authority 
must also show that, except In the case 
of displaced or elderly families, a gap 
of at least 20 percent has been left be¬ 
tween the upper rental limits for the 
proposed housing and the lowest rents 
at which private enterprise is providing 
housing, and Is required to Include a plan 
for relocating displaced families. An An¬ 
nual Contributions Contract is tendered 
by HUD to the Local Authority only after 
approval by the appropriate Assistant 
Secretary. 

§ 275.5 (.raring program. 

The leasing program involves the use 
of privately owned housing with the aid 
of subsidy channeled through the Local 
Authority. Pursuant to section 23 of the 
United 8tates Housing Act of 1937 (42 
UJS.C. 1421b). HUD is authorized to make 
annual contributions available to Local 
Authorities so that privately owned 
dwellings may be leased for occupancy 
by low-income families at rents within 
their means. In such a leasing program, 
HUD pays annual contributions to cover 
the deficiency between the rent payable 
to the owner and the rent which the low- 
income family can afford to pay. Before 
dwellings can be provided by leasing 
under section 23, the local governing 
body must adopt a resolution approving 
application of the section 23 provisions to 
the locality. An application for low-rent 
housing under section 23 of the Act 
should Include data on the number of 
units desired, available supply, and need 
for the housing, amount of financial as¬ 
sistance estimated to be necessary, and 
financial feasibility of the undertaking. 

§275.6 Private participation. 

(a) Increased opportunities exist for 
participation of the private sector in the 
low-rent housing program. These result 
from the growing use of new methods of 
providing low-rent housing In addition 
to the traditional method of new con¬ 
struction. These Include the acquisition 
and rehabilitation of existing housing 
for low-income occupancy, leasing of ex¬ 
isting housing under section 23 (described 
in 1 275.5), as well as the "turnkey" 
technique and Joint enterprise between 
Local Authorities and private organiza¬ 
tions. 


(b) Under the "turnkey" technique, 
a private developer or builder, who has 
a site or an option, or can obtain one. 
can approach the Local Authority with 
a proposal to build in accordance with 
plans and specifications prepared by his 
own architect and the usual commercial 
standards of quality and workmanship. 
If the proposal is acceptable, they will 
then enter into a contract under which 
the Local Authority agrees to purchase 
the completed property. This contract 
is backed by HUD's financial assistance 
commitment to the Local Authority, 
thereby enabling the developer to secure 
commercial construction financing in his 
usual manner. The "turnkey" technique 
may also be used in the rehabilitation of 
existing housing; instead of a Local Au¬ 
thority itself acquiring and rehabilitat¬ 
ing existing dwellings, the Local Author¬ 
ity. under the "turnkey" approach, can 
contract with a private builder or re- 
habilltator to purchase from him certain 
dwellings which he has acquired and 
rehabilitated to HUD standards. 

(c) Joint enterprise between Local 
Authorities and private organizations 
may consist, for example, of Joint un¬ 
divided ownership of housing by the 
Local Authority and a private organiza¬ 
tion. with moderate-income families 
housed in units used by the private orga¬ 
nization and low-income tenants housed 
in other units with the aid of HUD an¬ 
nual contributions channeled through 
the Local Authority. Another form of 
Joint enterprise would be for a private 
organization having full ownership of 
housing to use a portion of its units to 
house moderate-income families with the 
remaining units leased for occupancy by 
l ow-i ncome families with the aid of 
HUD subsidy channeled through the 
Local Authority. 

§ 275.7 Application*; informal inn. 

(a) A Local Authority applying for fi¬ 
nancial assistance should submit its ap¬ 
plications and all related documents to 
the appropriate HUD Regional Office. 
Application forms and other forms, pro¬ 
cedures, policy statements, and mate¬ 
rials Issued by HUD for the use or guid¬ 
ance of Local Authorities may be ob¬ 
tained through the appropriate HUD 
Regional Office; however, after approval 
of its application, a Local Authority will 
be sent copies of all relevant materials 
without specific request. 

(b) Information with respect to meth¬ 
ods of providing low-rent housing with 
private participation may be obtained 
from the Local Authority In th e locality 
or from the appropriate HUD Regional 
Office. Information may also be obtained 
from the Department of Housing and 
Urban Development, Washington, D.C. 
20410. 

§ 275.8 Federally owned low-rrnt hous¬ 
ing. 

Low-rent housing projects owned by 
the Federal Government have been dis¬ 
posed of except for project Cherokee 
Terrace In Enid, Okla. Information on 
final action on applications for tenancy 
and Information as to final action of the 
Housing Manager In the procurement 
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of supplies and materials for which such 
a Manager is authorized to contract shall 
be kept at the project office and made 
available to the public by the Housing 
Manager. Inquiries concerning the proj¬ 
ect and requests for statements of policy, 
procedures, and forms should also be 
directed to the Housing Manager. The 
address Is: Cherokee Terrace. 619 East 
Main Street. Enid. Okla. 73701. 

Appendix—Prototype Cost Limits for 
Public Housing 

Authoritt: The provisions of this Ap¬ 
pendix Issued under sec. 16(5), 50 But, 688. 
it* amended, sec. 7(d). 79 Stat. C70: 42 U.B.C. 
1416(6). 8535(d). Secy ’s del. of ftUth , 36 FR. 
6007. Mar. 16. 1971. 

A. Unit prototype cost, 1. Prototype oost 
comprises the ooet of Dwelling Structures. 
Account No. 1460, And Dwelling Equipment. 
Aocount No. 1466. as described In Low-Rent 
Housing Accounting Handbook RHA-7610.1. 
ch. 3. sec. 15, which Include their propor¬ 
tionate share of the builder's fee and over¬ 
head, insurance. Social Security, taxes, and 
bonds. 

2 Prototype cost does not Include the 
costs of site acquisition, site Improvement, 
nondwelitng structures or spaces (and equip¬ 
ment), planning (architectural-engineering 
fees, permit foes, inspection and similar 
costs), relocation. Interest or local authority 
administration, all of which are described 
in Low-Rent Housing Handbook RRA-7510.1, 
ch. 3. sec. 15. 

3. Prototype coot takes Into aocount com¬ 
pliance with applicable FHA Minimum 
Property Standard^ and Planning and De¬ 
sign Criteria described in RHA-7410.1, Chap¬ 
ter 3 (as modified by Circular FHA 74102). 
Current copies of Handbook RHA-7510.1 are 
maintained and available for public Inspec¬ 
tion in the Office of Public Information, 
Room 1202. Department of Housing and Ur¬ 
ban Development, 451 Seventh Street SW., 
Washington. DC 20411. and In each of the 
Department's Regional. Area, and FHA Insur¬ 
ing Offices. 

4. Prototype cost takes Into aocount the 
extra durability required for economical 
maintenance of assisted housing, and the 
provision of amenities designed to guaran¬ 
tee safe and healthy family life. 

B. Project prototype costs. 1. The Project 
Prototype Coat is the sum of the unit pro¬ 
totype costa for the dwellings of various sixes 
and types comprising the project. The total 
cost of dwelling construction and equipment 
(Accounts 1460 and 1466). and the related 
proportionate share of the contingency 
established by any development cost budget 
shall not exceed the sum of 105 percent of the 
unit prototype costs for the dwelling! to be 
constructed. 

3. A request for approval of a cost which 
exceeds the above 105 percent coat limita¬ 
tion but which is not In exoeas of the statu¬ 
tory 110 percent may be submitted to tbs 
Assistant Secretary far Housing Production 
and Mortgage Credit through the Area Office 
Director and the Regional Administrator. 


Such requests must be supported by a de¬ 
tailed Justification with respect to the par¬ 
ticular project, taking into acoou&l all of the 
circumstances Involved and demonstrating 
that such approval Is necessary and desirable 
in carrying out the objectives of the Act. 

PaoTovvrs rta U 


3. Development cost budgets, awards of 
Main Construction Contracts. Preliminary 
Contracts of Bale, and Contracts of Sale 
for turnkey projects will not be approved 
unless an appropriate prototype coat for tho 
area is published In the FrorasL Rbcistol 
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Number of bedrooms 

9 1 2 2 4 *4 


Hertford Conn : 


Detached and semidetached.. 

Row defiling*...... 

Walk-up...... 

El* valor ritmetur*.. . . 

0,400 
ft 936 

7,700 
11.400 

t.ono 

8. M0 

7. M0 
U.W0 

o.ouo- 

8, MO 
7,300 

11.600 

RM® 

s '.,1 

ft ip 
11,460 

9,350 
9,100 
ft Ml 
1L500 

6,xo 

ft 750 
7.550 
1L wo 

11.250 
10, MOO 

9,550 

12.700 

10,960 
1ft 100 

9.100 
1ft 450 

1ft MO 
10,200 

9.100 
1ft 450 

10,800 
1ft BM 
9.100 
1ft BOO 

11,500 
1ft 950 

9.700 

1ft 750 

11.100 
1ft 560 

9.250 
13. *0 

12,960 
1ft 350 
1ft 1M 
17,400 . 

16,700 

15,900 

14,250 

sss 

22,250 

21.200 

18,230 

22 .400 
22.260 
1ft IM 

Danbury, Conn.: 

Douched and semidetached........ . 

Row dwellings___ 

Walk-up... 

Elevator-structure..... 

Nnr Milford, Conn.: 

Detached and semidetached. 

Row dwelling*... 

Walk-up.. 

13.800 

12,750 

11.580 

17.100 . 

12,300 
12,780 
11,550 • 

17.100 .. 

1ft BOO 
12,700 
11.500 
1ftM0 .. 

14,150 

IftMO 

m 

17,450 .. 

12.660 

1ft 030 
ELMO 
1ft 900 .. 

15.050 
16.200 
1ft 700 

1ft MO 
15..«) 
12,700 

19.200 
1ft 250 
1ft WO 

19.200 
1ft 250 
13.500 

21.280 

20,250 

17.450 

21.580 
M6M 

17.450 

22,250 
21,2® 
1ft 200 

22,3® 

21,2® 

18.2® 

22,2® 
2i. a® 
18,260 

Elevator-structure... 

New Ha vim, Conn.: 

J)rnwtod and semidetached. ... 

Row dwelling*.. 

Walk-up. 

Klevalorstructure. . 

15.900 
1ft 180 
12,600 

19,160 
1ft 2»X 
1ft 710 

2L200 

20.200 

17,160 

Bridgeport. Conn.: 

Detached and amiikUoM.. 

Row dwelling*. 

Walk-up..... 

Elevator-structure._.......____ 

New London. Conn.: 

Detached and semidetached_..._.... 

Row dwellings... 

Walk-up.... 

Klevutur-structure..-. TT . T .. TT ... T 

1ft 950 
tft 160 
14.650 

16,250* 

15,550 

14,060 

20.400 

19.400 
16,800 

It, 650 

1ft 700 
1ft 200 

22.700 22,7® 

21.600 22,600 

1ft 6® 19,450 

21,660 22.000 

20.860 21,7® 

17.850 18.7® 

Windham. Conn.: 






Detached and semidetached___ 

9.300 

11.100 

12,650 

16,350 

19,650 

21,850 

22.9® 

Row dwellings . .. ... 

ft 750 

Ift 6M 

1ft 000 

16.650 

1ft 7110 

£ Mf 

21,7® 

Walk-up. ~ .— 

7,850 

u, IM 

11.850 

14,060 

lft200 

17.850 

18,7® 

Elevator-street ore..—... 

11,500 

1ft 200 

16,900 .. 



, . 


Stamford, Coon.: 








Detached and MroldaCaohed . 

A 250 

11.120 

13,750 

1ft 430 

19, BOO 

22.000 

2ft fl® 

Row dwellings.. 

ftMO 

10. CM 

1ft 160 

15, M0 

IS, WO 

at 9® 

21.9® 

Walk-up ... 

MO 

9.400 

11.900 

14,160 

1ft 200 

17,960 

18,660 

Elevator-structure. ........ 

11.900 

1ft 800 

17,600 .. 





REdgefield, Conn.: 






Detac hed and semidetached. ... . 

9.230 

11.100 

13,730 

16,450 

19,800 

22,0® 

21,0® 

Row dwellings. — . 

ft 500 

1ft 850 

Kft IM 

15,660 

tt,IM 

20,960 

Km 

Walk-up..... 

ft Ml 

9.400 

11,900 

14,150 

M, 300 

17,930 

111. 6® 

K levator-etructure...... 

11,900 

1ft 800 

17, M0 .. 





Norwich, Coon.: 








Del ached and semidetached... 

9,080 

)ft 900 

15,400 

16,060 

19,200 

21, 8® 

22.6® 

Row dwellings.. 

ftWO 

10 4 H 

12.850 

15,300 

18,330 

30,450 

21.400 

^ a ae eete aaaeeeae ae eaaaeeeaee eee ssea 

7,400 

ft 1 »J 

11. M0 

12,800 

15,900 

17,169 

18.4® 

Flora! ortractor*.....- 

10,509 

1ft 300 

15,650 .. 





Bangor, Maine: 






Detached and semidetached. 

ft 250 

1ft 050 

12,400 

14,800 

17,800 

19, a® 

30.7® 

Row dwellings....... 

7.050 

9,550 

11.800 

Ift Ml 

1ft 960 

tft 850 

1ft TOO 

Walk-up.................................. . 

ft 800 

ft450 

10,750 

12,700 

14,700 

1ft 1® 

17.0U0 

Elevator-structure..... 

It, 730 

1ft 650 

17,200 .. 





Augusta, Maine: 

I>vl ached and semidetached.. 

ftWO 

10,350 

12,800 

16,260 

1ft 250 

2ft 1® 

21.3.® 

Row dwellings.. 

1 109 

ftMO 

12,150 

14,800 

17. ft® 

19.4® 

20.2® 

Walk-up.... 

7,000 

ft 700 

11,100 

1ft 100 

1ft 160 

16,430 

17,5® 

Elevator structure............. 

12,150 

11,130 

17,900 .. 





Brunswick. Maine: 








Detached and semidetached.. 

ft 850 

1ft 230 

12,700 

1ft 130 

18,200 

3ft 230 

21.1® 

Row dwellings. 

ft 110 

u, I M 

12,060 

14,260 

17,560 

19.260 

X. 1® 

Walk up. . .. 

I m 

8,650 

11.000 

1ft 000 

16,060 

1ft 6® 

17. 4® 

E l* valor-structure...... 

12.000 

1ft 950 

17,700 .. 





Lewiston, Maine: 





Detached and semidetached.. 

ftMO 

1ft 280 

12,700 

1ft 160 

1ft 200 

3ft 280 

21.1® 

Row dwelling*.. . 

ft 150 

ft 710 

aim 

14.560 

17.260 

19. 210 

2ft IM 

Walk-up.. 

ftMO 

ft«0 

11,000 

1ft 000 

1ft 060 

1ft 6® 

17.4® 

Eirvntoffttmcture_ _ 

12,000 

12.950 

17.700 .. 





Portland, Maine: 





Detached and samldetachad.... 

ftMO 

1ft 260 

12.700 

1ft 160 

tft 300 

3ft 260 

21.1® 

Row dwellings _ 

a. H 

ft 750 

UOTiO 

14,250 

17,280 

tft 360 

3ft 1® 

Walk-up.. 

ft*» 

ftMO 

11.000 

ML Ml 

1ft 060 

1ft 8® 

17,4® 

Elevator-structure__ 

1ft 100 

14,060 

17,800 _ 

.......... 

........... 


Watarrllle, Maine: 








Detached and semidetached. 

ftTSO 

ftfloo 

12,230 

14.660 

17,6® 

19,6® 

», 4® 

Row dwellings.... 

7. MO 

ft 430 

11. M0 

|M 

1ft 750 

18,6® 

19, f* O 

Walk-up.. . . 

ft 700 

i m 

10.650 

tft 550 

tft 550 

1ft 9® 

16,8® 

Elevator-structure.... 

11,600 

12,509 

17. WO ... 

.- r - 


........... 
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898 i 

881! 

859 i 

358 

i 3§9 

444 j 

iflCft* 

444 : 

ffstsf! 444 

U4U ! 

44 U ! 

: 

444 

i 444 

995 i 

883 

898 i 

838 : 888 

838 i 

835 ! 

883; 

888 

m 

tisfsl j 

444 

444 I 

tfafts* i tsfu 

444 : 

444 ; 

: 

MMM 

444 

a'sfsf 

8288 

mi 

i 9989 

3991 3918 

3983 

3988 8916 

8388 

8883 

sfsMrf 

4444 4444 

4444 4444 4444 

4444 

mu 

444U 

4444 

9989 

§898 

9589 

8898 8m 

9398 

9339 

ms 

ms 

8893 

4444 

4444 4444 

4444 4444 4444 

4444 

4444 

4444 

4444 

S8K8 

mi 

8988 

8398 8333 

8888 8393 

8898 3885 

8181 

mu 

mu mu 

rfjfrfjf SfsWsf 

: 4444 

4444 

4444 4444 

1 4444 


888 ; 

444 j 


933 1 

44* 


m i in 


rfrirf j 
359 i 

444 i 

Sill 

m j 

8339 

mu 

5588 

3888 

4444 


*44 

893 

444 


889 

444 i 

183 i 

tfsfrf j 

933! 


833 953 

444 : 444 


8838 9898 

4444 4444 

3888 8859 

4444 4444 

8599 3313 

4444 4444 
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RULES AND REGULATIONS 


m 

ddd 

822 

ddd 

m 

931 

fc'dd 

m* 

dddd 

tm 

**** 

8312 


m 

ddd 

338 

ddd 

881 

ddd 

838 

ddd 

3918 

dddd 

2232 

dddd 

8131 

dd<d 


i 891 j 

538] 

BIS : 

228 

989 ! 

513 i 

S83; 

283 ! 

232 j 

233 | 

339| 

233 

888 

j ifrfd i 

ddd j 

ddd : 

ddd 

ddd 

ddd: 

ddd : 

ddd : 

ddd i 

ddd : 

ddd : 

ddd 

ddd 

| 838 j 

232 i 

383 i 

183 

889 j 

III 

8831 

821 ! 

898 ; 

899 ! 

823 I 

398 

288 

; : 

ddd; 

ddd | 

ddd 

ddd j 

ddd j 

dlfd i 

ddd j 

ddd ■ 

ddd ] 

ddd • 

dda 

ddd 

i 293! 

383 | 

388 ! 

282 

932 

812 : 

882 ! 

123 i 

231 : 

239 1 

239 : 

238 

888 

i cdd i 

ddd ] 

ddd i 

ddd 

ddd : 

ddd i 

ddd : 

ddd j 

ddd j 

ddd i 

ddd i 

ddd 

ddd 

i 818! 

823'; 

831: 

231 i 

i 233 i 

383 : 

2311 

288 1 

229 i 

228 i 

22S j 

228 

233 

i ddd i 

ddd! 

ddd i 

ddd 

i ddd : 

ddd | 

ddd ! 

ddd i 

ddd i 

ddd | 

ddd i 

ddd 

ddd 


9328 3821 2992 8SS2 8988 8289 3828 

dddd dddd dddd dddd dddd dddd dddd 

2829 2898 1228 8383 2383 8833 2898 
dddd dddd dddd dddd dd'd dd*d dd*d 

IS88 2282 8883 2333 2288 3939 8233 

•'•'-d ' y, -'z ***** 


9983 

dddd 

2833 

dd*d 

8331 

* t ' , -'d 


3393 

dddd 

3382 

dd*d 

8388 

** tm d 


3383 

dddd 

3383 

dtf-d 

8388 


3383 

dddd 

9333 

Std-'d 

8838 


3389 

Cftfdtf 

2383 

dd*d 

8883 




1182 

dddd 

9388 

dd*d 

8888 

••"-d 
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RULES AND REGULATIONS 


• 

338 

sfa'sf 

838 

dad 

§38 | 

ddd j 

588 

dad 

818 

ddd 

983 

ddd 

999 i 

ddd : 

999 1 

ddd ! 

893 ; 

dad I 

833 j 
ddd • 

336 ! 

did ; 

138 | 

add 

813 i 

ddd i 

888 ! 

rtrfd ! 

Ml 

883 

tfdd 

999 

did 

881 ; 

rfjfjf : 

339 

a’dd 

339 

tfdd 

896 

ddd 

ns 

rfda* 

369 ! 

altsaf i 

§38 i 

a‘dd j 

395 : 

dlfd [ 

m | 

i'll ! 

833 

«(mV 

rtrtrt 

188 i 

afa*d ! 

383 1 
ddd | 


888 
ddd : 

811 

ddd 

638 i 

jHrf : 

811 

ddd 

811 

ddd 

913 

ddd 

993 

ddd 

539 | 
ddd j 

989! 

ddd ] 

i 899 j 

ddd | 

833 I 

add j 

838 i 
ddd ! 

| m\ 

\ *w 

338 i 

did j 

M 

889 ! 

did i 

868 

ddd 

883 | 

ddd ; 

838 

ddd 

898 

ddd 

696 

ddd 

699 

: did 

988 j 

ddd : 

891 : 

ddd i 

i 883 : 

: ddd j 

933 | 
ddd ! 

§33 

ddd 

833 ! 

did ! 

839 j 

did j 


1963 

dd*d 

glia 

till 


ISIS 

dd** 

glia 

rtf <J?M 

3189 


Sill 

dddd 


ISIS IISS 9883 1882 8319 3339 1838 3998 §888 8839 8398 

rfd**d di*d d**d dddd dddd it'd dddd tfdda* dd^'d dZ'd dddd 

8391 1839 8983 8983 999S 8199 3993 3991 8839 1288 8888 

w.rf.J'rj 

8988 9183 9889 8888 8919 8983 8883 3891 8331 8639 8883 3389 

».vrrf£ *.v.vg ^HVjf -frfiCg RV¥«j <**^<4 ***<4 
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883 S 899 

669 

661 

§81 

819 ; 888 t 881 1 881 

883 i 

§§8 t §88 

: 813 

»83 : 


ddd ! add 

ddd 

ddd 

ddd 

ddd : ddd ! ddd ! ddd 

ddd : 

ddd ddd 

ddd 

ddd i 


893 833 

§89 

881 

§81 

883 ! 888 i 831 ! 833 

983 

§82 ! §83 

163 

383 


ddrf 1 ddd 


ddd i 

1 ddd 

ddd i ddd j ddd j ddd 

ddd 

ddd i ddd 

■*.^V 

ddd 


989 | 839 

189 

369 

§88 

88$ ! m i 983 i 3S9 

388 

118 j 988 

ass 

811 


ddd i ddd 

did 

ddd 

! ddd 

ddd ! ddd j ddd j ddd 

ddd 

»-W I t.W 

mi m* . •««« 

ddd 

ddd 


819 i 888 

888 

819 

i 888 

898 ! §88 i 889 SIS 

§83 

818 j 618 

888 

988 


ddd i did 

ddd 

ddd 

i ddd 

ddd • ddd i ddd i ddd 

ddd 

ddd i ddd 

ddd 

ddd 



8998 BS3S mi MSI 13X1 8339 1898 3888 3838 3838 B98S 89§S 9838 8983 

dddd sfsiaraf shafts dadd dddd dd-'d dd rf s*.dadd dddd ad-'d dddd dddd dd»V rfd*rf 


6838 S836 8338 6988 8838 3833 8839 8888 6388 8816 §861 8868 8933 3333 

***:? sf**^ ’‘■''■••s dd^d «f*Md c-wi.-pt 2 a • f « t «*d 


3888 Sill 8991 3838 9938 9888 3636 3688 SIS! 3988 8668 8838 8838 9S88 

•fi.Vjj 1-VVjJ nVVjJ ^N4f»| Wr«Vrj iV'-Vg 




388 

8B§ 

888j 889 j 

388 • 889 1 

§98i 

918 i §88 ! m 

818 i 

SSI ! §88 ; 

369 

«• 

ddd 

ddd 

dddj ddd j 

ddd 1 ddd i 

ddd i 

ddd ddd j ddd 

•jwrf : 

HMM « 

ddd j ddd : 

ddd 


888 

883 

§88 : 888 

888 i 88§ 

698 : 

§88 : 819 i §89 

§88 i 

6§8 i 888 i 

189 

w 

ddd 

ddd 

ddd : ddd ; 

ddd j ddd 

ddd : 

ddd ; ddd : did 

ddd i 

ddd : ddd j 

ddd 


839 

888 

888 ! §83 i 

888 j 899 

188 i 

892 i 188 ! 882 

892 1 

SSI i 888 1 

988 

« 

ddd 

ddd 

ddd ! ddd i 

ddd; ddd 

ddd j 

ddd: ddd! ddd 

ddd j 

ddd ; ddd j 

ddd 


983 

§83 

638 j 389 j 

819 j 888 

8§9 : 

639 j 823 ! 898 

BBS j 

283 I 8§3 i 

638 

M 

ddd 

ddd 

ddd : ddd : 

ddd : ddd 

ddd i 

ddd : ddd ! ddd 

ddd ! 

ddd: ddd: 

ddd i 


8393 8888 3988 

dddd dd-^d daKd 


6881 3918 6989 8898 §913 8888 8839 §918 

dddd dd^d dd^d dd*d dd^d dd^d dd*d dd*'d 


8839 8191 $863 

dd*d rid^d dd*d 


9988 

-•“•*d 


BS88 

•fWh.-jJ 


8838 1898 6998 8888 8888 8838 8938 8818 9938 

•rwrfjf -'rf-jf 


8B9S 8819 8889 

rfttfWwf •Mrfjf 


§838 §888 S8§8 8888 8889 8888 8823 9818 8628 3§§S 9388 8833 8831 9683 

«r»*W-f ***|.VJ( ^Wjf HW«f hWi( hV^rf I-Wj( .~VNrf£ nVVj^ i.VVjf 
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RULES AND REGULATIONS 


1 

1 

! 

pi 


532 j 

sfissf! 

m ! 

«jf j 

681 
rfsfsi ! 

§58 

ddd 

8986 

dd-'d 

8853 

sm 

***4 


589 • 

tfrfsT | 

888 i 
444 | 

883 

ddd 

983 | 

ddd ! 

! 

9815 

4**4 

3852 

8998 


m 

nW 


819 : 

dddl 

883 ; 

ddd; 

833 i 

add i 

8188 

srfsf-'sf 

8883 

•**"*d 

im 


383 : 

ddd i 

888 

did 

223 

ddd j 

526 : 
ddd! 

8828 

44*4 

8228 

8888 

mVM 


883 


888 

ddd 

358 

ddd 

828 

ddd 

i 

8889 

dd«d 

8383 

W«TfV 


688 ■: 853 i 388 

ddd ! ddd : ddd 

§83 i 883 i 326 

444 : ddd j did 

833 j 333 ! 888 

ddd i arid i ddd 

1938 9583 6833 


1 883! 

883 1 

883 

988 i 683 : 

856 i 

! «**<; 

tftfd | 

ddd 

ddd i ddd| 

ddd j 

| 986 j 

283 ! 

889 

138 i 328i 

339 i 

i ddd ! 

ddd ; 

ddd 

ddd ! ddd j 

: 

1 

1 

§39 i 

383 j 

351 

883 i 393 i 

386 i 

did | 

ddd j 

ddd 

ddd i ddd i 

ddd ! 

358 ! 

639 ! 

8S8 

983 i 333 i 

383 ! 

ddd j 

ddd | 

ddd 

ddd i ddd i 

: ! 

ddd i 

9 3398 

3839 

3995 8838 8383 6889 

d dd-d 

44*4 

rf 4*4 tf^d dd<*d 

44*4 

9 8538 

3529 

8399 5123 8882 6889 

d ***d 

***d 

***'•'£ 

***d 


9251 5586 8853 3866 

»JW«f »*Wjf •-* «*«*<* tlUat 


8335 

»•**** 


9538 


8663 

**** 


9888 


8153 

*»*•*<* 



f 

8 



668 ! 

982 ! 

883 ! 

868 j 

982! 

698! 

382 

•8* 

883 

833 | 

988 ! 

399! 

§89! 

8881 

«> 

ddd | 

ddd : 

ddd i 

ddd i 

ddd ; 

ddd j 

ddd 

ddd 

ddd 

ddd ; 

ddd j 

ddd ; 

ddd : 

ddd: 


828 1 

883 

889 i 

688 | 

383 | 

888 : 

993 

868 

523 

868 i 

998 i 

§58 : 

999 j 

932 ! 

*o 

ddd j 

ddd ! 

ddd ! 

ddd! 

ddd i 

ddd | 

isafaf 

ddd 

ddd 

ddd i 

ddd } 

ddd j 

ddd j 

ddd | 


888 ! 

822 1 

855 j 

822 ! 

859: 

398 1 

952 

688 

283 

688! 

639 ! 

883 j 

933 i 

988 : 

• 

ddd ! 

ddd j 

ddd i 

ddd j 

ddd i 

ddd ■ 

ddd 

ddd 

400 

ddd j 

ddd i 

ddd | 

ddd! 

ddd : 


398 i 

822 j 

828 I 

883! 

898 j 

336 i 

833 

198 

369 

538 ! 

39a! 

319 ! 

398 i 

888 j 


ddd : 

dddj 

ddd ! 

ddd : 

ddd i 

ddd ! 

ddd 

ddd 

ddd 

ddd | 

ddd ; 

ddd | 

ddd j 

ddd j 


2363 

8388 

8288 

5896 

3918 

8333 

32§ir 

i 3389 

i 8668 

I 3338 

8936 

8398 

3396 

8899 

fi 

dd*’d 

dd rf d 

d4*4 

d4*4 

d4*d 

44*d 

dd*d 40*0 d4*4 44*0 

44*4 

44*0 

44*4 

44*4 


8336 

3928 

5993 

8888 

8323 

6993 

8883 8939 

! §639 

> 8939 

8393 

8883 

6383 

6889 

m 

***4 

***4 

***4 



rtrfjf 


**"4 

**••4 

** *4 

***4 


9329 

9183 

9518 

9356 

3599 

8839 

9519 3386 

! 3621 

i 8986 

8136 

2999 

8886 

8383 

O 

*-*'*d 


^*0 


•***0 

** w af 

N‘hVj( »-‘r*VJ 

*’■*4 

•***4 

***4 

***** 
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9 

i 


333 ] 
tfrf* I 

m I 

*** ! 

353 i 

*** i 

368! 

j 

8381 

**** 

3981 

**** 

§868 

**** 


868 

rf*s 

338 

rfsfaf 

§3§ 

*** 

336 

*** 

?.m 

**** 

3863 

2**1 

§913 

***** 


i 928 

859 

998 ! 

289; 

868 : 

188 ! 

298 ! 

988 ! 

888 : 

88* 

j *** 

d*A 

***; 

AAA j 

**&* j 

dAA j 

AAA | 


rtrt* 

ri*a 

i 882 

m 

338 i 

898 i 

881 j 


868i 

988 | 

§88 | 

318 

j AAA 

AAA 

AAA \ 

AAA j 

AAA \ 

*** j 

Add ! 

*** | 

AAA : 

AAA 

: 322 

i 899 

238 i 

296 1 

283 

828 i 

298! 

931 j 

828 ! 

m 

: *** 

; AAA : 

AAA ! 

cu* ! 

dad i 

dad | 

***; 

AAA 

AAA : 

AAA 

i 312 

! 838 

939 i 

283 j 

388 : 

268 i 

238 i 

m 

395 i 

388 

i *** 

: *** 

Add : 


AAA j 

AAA : 

Add ! 

AAA : 

*** ! 

did 


9399 9988 3883 §886 8388 3368 8883 8188 6888 2898 

**** ddAA **** Adda Add'd Add'd ddAA ddAA Addd Adda 

8888 3899 6988 3899 9389 3338 9388 6383 9988 3881 

***** A*** 4**2 **** **** **** •'“A **** ***** ***** 

3888 1689 8193 S889 9398 8353 8386 3388 3388 3883 

-'•’V-f **-’d V^VrJ «M»I* **** **** rftf*** 



! 


888 ! 

*** j 

331 j 
*** i 

888 | 

*** j 

983 i 
*** j 

8888 

**** 

8889 

**** 

8388 

**** 


838 

AAA 


AAA 

838 

*** 

328 

*** 


588 

9S8 ! 888 i 896 ! 898 ! 388 ! 

! 986 j 238 ! 

*** 

***: ***j AAA: AAAI AAA 

*** ! *** i 

399 

339 ! 838 i 339 ! 918 i 889 

298 i 839 i 

AAA 

*ti* ! *ts* : *** ! AAA ! S3** 

AAA j Add ! 

m 

m ! 888 i 232 ! 288 ! 3811 

i 898 ! 898 i 

AAA 

***i *** j *** ; *** : *** 

*** ! *** j 

388 

383 i 883 I 383 i 898 j 932 

382 1 931! 

*** 

*** ! *** ! ***; *** ! *** 

***! AAA: 

i 8988 

i 8263 9883 8982 8388 8889 

i 3839 6828 


ddAA ddAA **** ddAA **** **** =*** **** 


3889 

***** 

2868 

**** 


8389 

**** 

8989 

**** 


8889 

****** 

8989 

**** 


6933 

****** 

1889 

***** 


3889 

**•-* 

8989 

*•'-•** 


9999 

****** 

9889 

****** 


8889 

***** 

9833 

**** 


6882 

***** 

6988 

h.Wjf 


3989 

**** 

1888 

»-WJ 


898 

*** j 

989 i 

AAA ! 

898 ; 

*** I 

8882 

ddAA 

§898 

**** 

8898 

***** 


968 ! 

AAA : 

168 i 

AAA j 

988 i 

*** i 

986 I 

*** | 

1869 

**** 

8888 

****** 

9888 
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RULES AND REGULATIONS 


m 

if** 

382 

Hi 

m 

df('j 

m 

did 

ms 

Hdi 

9283 

rtSctwt 


998 | 

993 : 

313 : 

323 

133 } 

828 : 

S§S 1 

822 ! 

393 ! 

288 1 

! 833 j 

i 188 

333 

did j 

tftf* j 

tfrfsr; 

pfrfsf 

ffFfsf | 

ddd 

ddd i 

i«tfj 

ddd j 

*!<* 

ddd 

rfrtS 


819 ! 

832 | 

882 : 

S 8 § 

922 i 

883 : 

282 

338 | 

822 : 

839 

822 

182 

981 

Hi | 

rftfss : 

ddd i 

ddd 

ddd | 

rfrfs: 

ddd 

dii i 

Hi j 

jfrisJ 

rttfd 

ddd 

rfrftf 

823 i 

§98 ; 

328 i 

333 

828 \ 

988 1 

821 

839 i 

829 1 

828 

223 

III 

321 

ddd j 

did ! 

did ■ 

did 

ddd : 

did 1 

fCi'j 

ddd ; 

did : 

ddd 

Hi 

Kid 

idi 

882 i 

212 i 

333 : 

988 

893 

228 | 

892 

2§1 i 

832 i 

293 

192 

828 

828 

ddd j 

ddd : 

Hi ! 

9 

ddd 

ddd i 

did j 

Hi 

did i 

! 

ddd i 

ddd 

did 


ddd 


2318 

d 


9388 8339 
did# Hdd 

2829 8213 

dddd ii*d 

9989 8823 


dddd 

§888 

di'i 

8888 


8988 9S8S 2228 3828 8898 8338 

Hdi did* dddd dddd dddd dddd 

2382 2883 2SS3 2131 2328 9813 

di*d di*'d **** dd-'d i**d ti*i 

8912 8828 9381 2893 8818 8283 

<*Vr.*£ «*«***£ •frfr-Vf ^Sl 


32§§ 2282 2832 9823 

idtii idti* dddd dddd 

8893 23:3 3882 §382 
dd-'d di*i dd*d di*d 

222§ 2§S3 3883 9238 

*Vi*^ afjt-tf rfrfh'jJ 


328 

did 

82§ 

idi 

831 

did 

ms 

Mn 

2228 

i**i 

9891 

444 $ 


i 229 ! 

882 : 

118 : 

888 : 

899 : 

233 f 

399 ! 

888 ! 

388 

§98 

881 

622 

899 | 

idi : 

did ! 

ddd i 

rftfli | 

tfrfu’ j 

tr«sf | 

rifiri j 

riff*-' : 

did 


rfrfrf 

ddi 

rfrfsf j 

192 ! 

388 1 

989 : 

828 1 

888 1 

S 36 | 

888 | 

898 i 

822 

§18 

328 

598 

882 i 

idi i 

did j 

ddd : 

idi j 

did : 

riid i 

rifff ; 

Hi j 

Hi 

| did 

did 


tfrf* ; 

989 i 

$88 ! 

281 i 

938 i 

983 

2 S 1 : 

§28 ! 

823 i 

882 

! 828 

888 

182 

383 ; 

did i 

ddd 

ddd ; 

dud j 

ddd ; 

did j 

tdd j 

ddd i 

■ ddi 

i idi 


did 

did ■ 

888 i 

228 ! 

222 i 

388 i 

839 1 

382 i 

992 

831 i 

829 

m 

823 

! 289 

23 § ! 

ddd j 

ddd i 

ddd j 

ddd j 

ddd j 

ddd | 

ddd : 

ddd ! 

idd 

ddd 

ddd 

! dud 

ddd ; 

! t 


9389 

ddii 

8891 

§388 

444J 


3382 

tiaSu 

cm 

i**d 

9181 

4,14'J 


3891 

ddii 

8939 

i«*i 

8118 

444'J 


§983 

tfstrits 

8883 

ii*d 

2218 

4444 


2818 

dddd 

S88S 

8818 


2882 

dddd 

8381 

ii-d 

9392 

4 •».-•*{ 


2928 

dddd 

2888 

it*d 

8288 


2912 9812 

dddd dddd 

2928 9128 
9992 9819 

444 jf 4444 


8829 

dddd 

2821 

dd-’d 

9382 

444r f 


2983 

dddd 

3832 

dddd 

8339 

d**d 


8889 

dddd 

3232 

dddd 

8233 

tK** 


2§3§ 

dddd 

8913 

dddd 

8312 

i**i 
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RULES AND REGULATIONS 


833 

388! 

M'S i 

m\ 

SM : 

368! 

MS : 

386 

MS 

398 i 

MS 

838 j 

rtrfafj 

! 333 ! 

; MS j 

§38 : 

ri«!i ! 

£13 

fisii 

j 958 i 

ihftf 

883 

Mi j 

S36 i 

MS j 

961 

Mi 

838 

rfffts 

831 ! 

MS j 

838 

rfffli : 

§63 

Mi i 

m 

MS 

336 1 
Mi : 

938 

MS 

i 863 1 

*" 

325 i 
Mi j 

m 

Mi 

: S32 

I ; 

m 1 

Hi j 

m I 

MS j 

933 1 

iM j 

339 

Mi 

339 i 

Mi ! 

139 j 

Mi ! 

838 i 

Mi i 

m 

Mi 

939 i 

Mi ; 

839 

Mi 

829 

; Mi i 

S9S j 

ms: 

368 

MS 

892 •: 

Mi : 

383 i 

Mi ! 

833 I 

Mi : 

328 i 

SM \ 

388 

Mi 

| 838 | 

| Mil 

3§§ i 

Hi ! 

8883 

MM 

831 i 
Hi ; 

§3§ 

Mi 

! 888 i 
: iM ; 

318 

Hi 

939 ; 

Mi j 

386 1 

Hi i 

838 

SM 

831 : 

Mi . 

966 ! 

Ms i { 

383 i 

Mi j 

983 i 

Mi ! 

8333 

MM 

i 3383 
[ MM 

8389 

MSS 

6889 §m 

MM MSS 

8389 6823 

MM MM 

8162 

MM 

ms 

SSM 

883$ 

MNM(M 

8899 

SMS 

§383 

MM 

3933 

SMS 

9388 8188 

MM HH 

9918 

MM 

3391 

MM 

§369 9632 
MM MM 

9888 3963 

MM MM 

9938 

£**•£ 

§883 6623 

*r* # *rj£ cf 

1866 

jf 

3136 

MM 

6963 

MM 

8383 8838 

rfrfi'.Vf rfrfi-’g 

6389 

cf 

3888 

9838 1813 

8383 

ms 

«t jS • 

ms 

3263 6939 

9888 

rf.-Vtf 

6586 

.... 

8626 

<*>iM 



213 

193 

933 I 

! 293 1 

! 299 i 

228! 

388 ! 

183 

\ 822 

888 { 

298 { 

388; 

823 1 

j SIS 

sfsfsr 

MS 

tfsfsf 

MS : 

MS | 

(Mtf ! 

rftfsf i 

SM 

! MS 

SM j 

rfrtii; 

SM : 

MS | 

j rfK’i 

S3§ 

668 

833 

822 

821 i 

923 ! 

138 ! 

383 

! 883 

113 i 

881 

111 i 

831 

i 131 

SM 

MS 

rtrfrf 

Hi 

Hi j 

Mi | 

tfrfd j 

MS 

; m 

SM j 

MS ; 

tfrfif ! 

SM 

Hi 

163 

169 

822 

922 

925 j 

928 1 

2281 

§81 

981 

983 : 

886 

838 

m 

m 

Hi 

Mi 

Mi 

Mi 

Mi ; 

Mi j 

Hi | 

SfiW 

Mi 

Hi j 

Mi ; 

Hi ! 

Mi 

Mi 

322 j 

688 

313 ! 

! 826 

326 i 

328 ; 

288 i 

283 

m 

882: 

328 ! 

311 : 

388 

131 i 

Hi : 

Hi 

Hi 

’ Hi 

Hi J 

Hi j 

Hi ! 

Hi 

Hi 

Hi j 

Hi | 

Hi ! 

Hi 

Hi i 


I i t i i l i i i i i ! I 

6868 mi 8883 8888 §833 8389 1818 1383 8138 §938 1393 8282 1889 §383 

MM iiii Hii Hii MM MM MM MM MM MM MM MM MM MM 


mi 8338 S333 3198 9833 3933 8838 §833 8933 9831 888$ 8883 8889 8388 

MM MM MM MM MM MM MM MM MM MM MM MM MM MM 


6883 8338 §338 9838 8391 8833 8198 83§3 8381 3839 9333 3831 9338 9833 

«**•*•/ jjt.ti •frf./jj «m«*j f «r«<*- jJ rfrfrtjf 
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RULES AND REGULATIONS 






! 

► 

8 

5 


• 

*32! 

ddd : 

*32 j 

ddd ; 

822 ! 
aaa j 

939 • 323 

ddd : add 

889 ! 626 : 663 j 633 j 

aad ; aaa j add dad j 

316 i 926 
add : ddd 

281: 

add j 

362 : 

ddd j 

m 

898 1 
add i 

363 | 

ddd i 

398 j 

add ; 

222 | 328 

dad i ddd 

326 ! 381 j 888 , 926 1 

1 add ! ddd j aaa : aaa ; 

268 I 368 

ddd j ddd 

888 j 
aaa | 

SS3 i 

aaa ; 

*0 

12* 1 
ddd j 

888 i 

did \ 

838 j 

daa ; 

§68 1 886 

add 1 ddd 

883 j m : 386 ; 822 j 

ddd i add : ddd \ ddd I 

899 ! 626 
ddd ; ddd 

SB 

§38 i 
add : 

m 

898 i 

sfd* i 

933 j 
dda i 

882 i 

ddd j 

883 i 83* i 882 i *86 I *22 ; 388 
ddd ! ddd i ddd i ddd ddd i ddd 

*26 i *81! 863 

ddd j ddd; ddd: 

88fi; 
ddd j 


9SS3 881* *819 8881 2382 3838 III* 1888 Mil 1318 

g««g jfddd ^3f* s - dddd tfddd sddd atfdd dddss dddd 

UU 3888 1888 2181 8833 8283 3833 3233 3888 8823 

“*’* """* *5*5 *«m .i dd^d **•* dd-d dd** da-d dd*'’d 

8833 2828 8288 8266 1888 3886 8883 8868 8388 8888 

VVhV<tfJ *£<6^g 


ddd 

m 

ddsf 


ddd 

839 

ddd 


3393 8832 8892 8863 

rfddd dddd tfddd dddd 

9*83 *339 8363 3328 

dd*‘d ds>d dd«<d dd«fd 

8898 8991 8668 *89* 

#r*r h*jj 


988 

afiSsf 

683 

ddd 

228 

ddd 

§33 

ddd 

8888 

dddd 

1818 

rfrf-frf 

8388 


881! 

886 1 

888 ! 

! 23$ | 

833 

882 | 

i 2*9 

283 

389 i 

893 

8*8! 

299 ! 

839 ! 

add : 

add ! 

ddd 

i aaa 

ddd 

add 

ddd 

add 

add : 

add 

add : 

ddd j 

ddd ! 

338 i 

988 1 

3X6 

329 : 

833 

818 

338 

893 

888 

838 

893 1 

882 i 

*82 

ddd j 

ddd t 

ddd 


ddd 

«f.-V 

ddd 

ddd 

ddd : 

aaa 

add : 

ddd j 

ddd 

888 i 

266 i 

998 

883 

863 

*29 

232 

8X8 

1*8 j 

839 

*33 j 

2*9 i 

393 

ddd i 

ddd ! 

ddd 

aaa : 

add 

aaa 

ddd 

: ddd 

aaa j 

aaa 

dddj 

ddd i 

add 

888 i 

*S* 

833 

886 i 

322 

883 

963 

1 883 

923 

332 

1*8 j 

*33 j 

9*8 

ddd! 

ddd j 

ddd 

add j 

add 

ddd 

aaa 

aaa 

ddd j 

add 

ddd : 

ddd • 

: 

ddd 


9892 6688 3833 

dddd dddd dddd 

3186 3882 6619 

mg 

8838 2863 8361 

Rf»» 


9828 

dddd 

3283 

8838 

f'l-Vi 


8183 8338 

dsKd djf*tf 

3988 8811 
6893 18*8 

r-Wj/ 


3869 

drifts* 

83S6 

S8S8 


8928 

dd*d 

9398 

^•-d 

2938 

***** 


*928 

d d*‘d 
9893 

•f-f-d 

3833 

mg 


8883 9893 

dd^d dd^d 

3933 3933 

of «£»*'•£ «f«4*-g( 

8863 3863 

t»Wf 


da** a*** 
8388 9886 

3133 8S3§ 
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RULES AND REGULATIONS 


24605 



888; 

898 I 

839 

383 

831 

832 ! 

8311 

298 ; 

m 

318 

898! 

235 

! 839 ! 

dddj 

ddd | 

ddd 

rfMV 

ddd 

«fN*rf : 

hhh • 

•rfVTrf * 

w* r+ m 

ddd i 

ddd j 

ddd 

ddd : 

ddd 

: ddd j 

383 I 

333 j 

939 

233 

329 

8§8 i 

38$ i 

936 | 

328 1 

828 

828 I 

283 

i 123 ! 

ddd \ 

ddd ; 

add 


ddd 

•-W l 

— i • 

ddd \ 

ddd i 

ddd i 

ddd 

ddd J 

ddd 

j ddd; 

833 1 

388 1 

389 

988 

83§ 

922 ! 

811 ! 

938 i 

839 i 

333 

233 i 

331 

I 223 I 

ddd i 

ddd | 

ddd 

ddd 

ddd 

ddd ! 

ddd ! 

ddd l 

ddd i 

ddd 

ddd j 

ddd 

ddd i 

§31 i 

239 I 

989 

321 

229 

923 i 

239 i 

339! 

939 1 

823 

9?3 1 

939 

339 

ddd | 

ddd j 

ddd 

ddd 

ddd 

\ 

m mm ♦ 

ddd i 

ddd j 

ddd ; 

ddd j 

ddd j 

ddd 

ddd 

3988 

3939 

9833 

322$ 

132? 

8889 

1289 

§333 

2588 

8131 

9811 

1328 

1 2892 

dddd 

dd«d 

dddd 

1 ^af-'as 

dd*s 

' sWtf 

dd-’d 

dd»’d 

dd-’d 

dd^d 

dd-'d 

dd-d dsKd 

2218 

9913 

8393 

9233 

8969 

3189 

8988 

3338 

2883 

8889 

9338 

9328 

8228 



* af -'d 

** ,: d 

“•'d 

*«'*-‘d 

rf3 -*d 





-rfH 'd 

• r ’ , ’ J d 

ms 

3229 

8998 

2833 

ms 

3223 

3312 

2813 

8288 

8888 

§828 

§§12 

8293 



rf, - v sf 

"'**d 

d*«d 

"^3 

..Vrfj.* 



n’nVJ 

•*‘** v d 






%> 

m 

ddd 

5S8 j 313 i §23 

ddd i ddd ■ ddd 

899 ! 228 
ddd j ddd 

832: 

ddd ! 

335! 

ddd 

929 

ddd 

113 ! 221 • 228 j 
dddj ddd j ddd j 

222 

ddd 

! 828 

! ddd 

•n 

319 

ddd 

293 j 983 I 333 

ddd ! ddd ; ddd 

$13 | 883 

: ddd j ddd 

253 i 
ddd i 

812 

ddd 

228 

ddd 

828 j 881 

ddd j ddd 

! 88§: 

; ddd; 

§82 

ddd 

i 982 
| ddd 


$13 

ddd 

353 ! 833 i 83$ 

ddd : ddd i ddd 

839 i m 

ddd ; ddd 

188 : 
ddd j 

21$ 

ddd i 

mi 

ddd 

838 ! 323 
ddd ; ddd 

323 i 

ddd j 

ns 

ddd 

953 

ddd 

M 

822 

ddd 

881 i m ! $38 

ddd : ddd i ddd 

j 393 ! 888 

: ddd ; ddd 

i2s j 

ddd j 

888 i 
ddd ! 

m 

ddd 

898 i 889 

ddd i ddd 

t i 

883 ! 
ddd j 

J 

889 

ddd 

939 

ddd 


3831 

dddd 

m% 

dd*‘rf 


5131 

dddd 

3183 

dd*ftf 


3318 3333 8833 

dddd Add* dddd 


883$ 

dd*'d 


8888 3311 

dddd <“d 


3383 

dddd 

9SS8 

atJ*A 


3331 

SfURfsl 

3383 

f“d 


88 ?.?. 

dddd 

3933 

d^d 


3338 

Add* 

8383 

d**d 


sm 

dddd 

ms 

"■*'*d 


3888 

dddd 

8999 

*'*'“ s d 


2899 

dddd 

3939 


8329 

dddd 

9323 

d**ti 


2989 

dddd 

3388 


9131 3838 1829 3381 8238 8993 3393 9839 9333 1338 8939 3139 983? 8893 

-rj itW^ 4i-4d[ Jt&Sitd '-••*d 
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RULES AND REGULATIONS 


SIS 

ddd 

S8S 

*** 

899 

an 

SSI 

add 

am 

nn*n 

MM 

***** 

BBSS 


SIB | 

tan ; 

m i 

tfs'sf i 

S98 i 

an i 

S88 ; 

ana j 

mi 

nn sf-f 

am 

**** 

1818 


m 

i'.tit 

m 

ddd 

399 

dd* 

m 

an 

mi 

dd** 

tm 

***** 

IB38 

•*•*♦■•* «f*-f 


m 

nnn 

ssa 

dd* 

Bit j 

nnn j 

SSI' 

add 

BISS 

dddd 

BISS 

**** 

8S9B 

*w-; 



5 

I 5 


I 


m 

did 

m 

id* 

BIS 

ddd 

m 

did 


BIS > 

Kite 

SSI 

did 

SIS j 

ddd ; 

m i 

*dd i 


mi laas 

and* tran* 

aiis bus 
**** **** 

mn saas 


BBS ! 
id* j 

B88 | 

* a* I 

1 

SSB 

did 

m 

ddd 

§333 

add'd 

BBSS 

**** 

BBSS 

*•**d 


BIS ! 

it'd 

m 

an* 

m 

fcfgjjf 

ass 

ddd 

lisa 

**** 

S3S3 

d**i 

ISSB 


sis; 

idd ! 

SIS i 

an* | 

SIS : 

fcVJjjf ; 

8S8 i I 

ddd i ddd 


BBS i 

***: 

m j 

id* i 

SIS i 


298 

i)id 

m 

id* 


SIS 


ddd 

SBB 

ddd 


m* 

dd*d 

§8S3 

**** 

BBSS 

*'**Vrf 


a m 

*dta 

6891 

d**d 

BBSS 

«*.-•<< j i 


sias 

dddd 

ISIS 

i*** 

BBSS 

•twj 



IBS 

ddd 

BBS 

a** 

BIS 

ddd 

m 

add 


853 

ddd 

m 

did 

m 

ddd 

SIB 


! 813 ; 

SS3 i 

IS! i 

B8S 

SSB : 

BBS 

i 839 i 

m 

IBS 

361 i 

SIS i 

BBS 

! id* | 

ddd i 

ddd j 

ddd 

ddd | 

ddd 

: : 

n f 

ddd : 

»-V J 

ddd i 

SSftirf : 

sfsirf 

I 583 1 

183 i 

888 

SSI 

83S : 

843 

163 | 

833 j 

1S9 

MS | 

828 ! 

333 

: a** j 

jsrfrf! 

ddd 

did 

ddd : 

ddd 

! ddd ! 

ddd ; 


•Jdd ; 

f J'J~ : 

ddd 

i SSI 

SIS : 

889 

BBS 

SSS i 

BBS 

: ml 

m 

883 

; SSI j 

213 j 

336 ! 

i rfsM! 

*** j 

ddd 

add 

*** | 

ddd 

: *M| 

ddd | 

rfsTsf i 

! *w i 

dd* i 

ddd ; 

! SSB !’ 

sas j 

SSB 

m 

889 i 

asa 

ssa i 

SSI : 

18$ 

§83; 

MB; 

SSB 1 

i *dd\ 

*** j 

aid 

dd* 

ddd ! 

ddd 

: ddd ! 

ddd ; 

ddd 


sfdd 



SS8B SI3S 
a*** a*** 

BBSS SSBS 

*J< : d 

ssss sssa 

•-Vrfjf >*»'** 


BBSS 

dd*d 

ssa* 

***** 

BBSS 


USB 

sfgf at sf 

$888 

BBSS 


SSSS 

d\t** 

BBSS 

BBSS 


SSBS 

cfsfafaf 

SBBS 

SSSS 

***** 


SSSB 

8ISS 

***** 

SSBS 


8131 

BBSS 

SBBS 


SSSS 

d**a 

SS98 

BBSS 


SSBS 

dd** 

ms 

***** 

SSBS 


sail asis 
saas 8833 

m r S>dr( 

ana aiis 


SSSS 

rfrf^sr 

SSSS 

5883 


BBSS 

dd** 

SSBS 

****** 

SSBI 

***** 
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RULES AND REGULATIONS 


212: 

232 : 

233 

223 

III 

886 

298 l 

398 ; 

828 i 

\ 888: 

: 858; 

ass: 

m; 

tidd j 

did 

did 

did 

111 

did j 

did j 

lad 

lid 

lid 

did 1 

888 ! 

881 ! 

882 

898 

889 

969 

23$ ! 

938 1 

323 

829 

S38 

999 

did t 

Mb j 

lid 

lid 

did 

did 

Ill I 

did j 

did 

did 

in 

did 

819 ! 

896 i 

199 

396 

829 i 

m 

922 i 

899 i 

823 

m 

III 

881 i 

did i 

id d : 

did 

did 

rftf* j 

did 

Id! : 

dll : 

did 

did 

ddi 

Id! \ 

888 : 

838 i 

882 

883 

333 ! 

918 

896 : 

623 | 

m 

m 

829 

288 ! 

ddd ! 

did i 

did 

did 

a** s 

lid 

did ■ 

lid : 

did 

did 

lid 

lid! 


8892 8939 8139 8898 8939 8388 8311 8888 8898 8199 $888 8888 

Iddd 4tidi! Iddtf dtidti Iddd ddld dddd tfdld ddld dddd ddld ddld 

8888 3389 8818 8883 8893 8898 8835 8389 8398 9338 8399 3819 

ll'l 11*1 l!*! 11*! ll-'rf l**! d«*d <«*d *“•** d**d d"d ***d 

8388 8888 8898 8938 8838 8888 3889 8381 3338 9898 9883 8988 

td<cf<~ 



829 

283! 

382 i 

BBS i 

888 j 

892 

332 1 

332 i 

m i 

$83 j 

888 : 

11! 

did ! 

lid i 

did i 

dll | 

lid 

did j 

did ; 

did | 

did ! 

11! j 

161 

869 : 

382 i 

883 i 

882 j 

839 

882 : 

823 i 

812 

982 

866 i 

did 

did j 

Id! i 

did \ 

did j 

did 

111 : 

Hi 

111 

did j 

did j 

983 

888 

629 | 

892 i 

688 1 

823 

838 I 

183 I 

883 

$99 

382 i 

dll 

in; 

did \ 

Id! j 

Id! j 

Id! 

Id! j 

Id! j 

did 

Id! i 

did ■ 

928 

998 

898 i 

881 i 

9831 

38$ 

329 i 

829 i 

36§ 

882 ; 

631 j 

lid 

lid 

did 1 

did \ 

11! j 

*** 

in j 

did • 

lid 

did ! 

did j 


893 ? 889 ! 

Id! i ill : 

398 j 881 I 
did j did ; 

888 i 838 ; 

1 4* : dll t 


613 j 886 I 

add i afafsi i 


8638 1389 8813 6588 3393 8338 9823 3823 9833 6989 8898 8918 8839 

add'd Uddd ddld drid! dddd iddd dd dd Hid Hid dddd dddd dddd Hid 

8898 8861 9888 8888 3886 8938 8833 Sill 2838 6868 9838 8838 8391 

!*«*! «wi-’d t**d ii«d d«*d id*d dd*d ***d !!•'! id«d *<**4 

6866 8688 6988 3899 8933 9133 6813 3SSI .6333 6686 8881 8918 9862 

✓..••rfj tfsi.-rj *-*■ *>*d + , 4* t d ^ w, 'd •'•'•■d *^d 
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RULES AND REGULATIONS 


335 : 
rftfrf i 

m ! 

ddd j 

231 I 

ddd | 

313 

ddd 

528 * 

sfzfrfaf 

§131 


m 

ddd 

m 

rfrftf 

8S9 

iidd 

m 

ddd 

8333 

add* 

§933 

i**d 

mt 


ddd 

993 


239 | 

ddd ! 

331 i 


8961 8128 

rfsfsfti dddd 

*m 9813 

*r«r<fv ***■£ 

9RI9 8138 


393 ; 

229 j 

318 

IH1 

832 1 

889 

888 ] 

988 i 

: 138! 

SSI i 

835 ; 

iMtf ! 

ddd | 


ddd ; 

ddd I 

ddd 

ddd j 

ddd 

ddd 

ddd : 

ddd : 

998 i 

838: 

888 

989 i 

883 

821 

189 

989 

999 

898 i 

588 ! 

ddd ; 

ddd ! 

ddd 

ddd ; 

ddd ! 

ddd 

rfdd j 

ddd 

ddd i 

ddd j 


333 i 

829 1 

§29 

283 | 

2SK 

338 

331 

3a i 

j 538 : 

939 1 

889 | 

tfdd 1 

ddd : 

ddd 

ddd 

ddd 

ddd 

ddt : 

ddd 

: ddd! 

ddd : 

ddd : 

338 

819 i 

989 

893 i 

833 

832 

892 

832 

i 838 | 

599 

823 i 

dad ' 

ddd ! 

ddd 

ddd j 

ddd 

ddd 

ddd J 

ddd 

ddd i 

ddd j 

ddd ! 


8933 8133 

cf d - ii i!ddd 

938.8 3833 

***d t**d 

3382 9338 


8388 3883 

dddd dddd dddd 


sm 

**<d 

3323 


9399 9838 

•f^d dd*d 

8331 9218. 

«**.*.$ 


3983 

dddd 

8388 

dd*d 

8818 

<**•*'* 


3838 

dddjf 

§353 

dd*d 

8888 


3833 

dridd 

3538 

dd^d 

8888 


9833 

dddd 

9881 

**** 

9923 

»ti.W 


8383 

dddd 

1133 

*«*** 

8829 



889 

ddd 

! 889 i 

: ridd ; 

298 i 

ddd i 

282 

ddd 

888 

ddd 

888 

ddd 

988 ! 

ddd j 

882 ! 

ddd ; 

118 ! 

ddd | 

182 i 

ddd: 

388 

ddd ! 

882 ! 

rfdd j 

811 

ddd 

111 

ddd 

998 

ddd 

888 
ddd: 

989 | 

ddd 

ddd 

825 

ddd 

119 

ddd 

331 

ddd : 

823 | 

ddd : 

393 i 

ddd ! 

h«; 

ddd • 

222 j 

ddd 

888 j 

ddd i 

888 

ddd 

119 

ddd 

881 

ddd 

j 89§: 

! ddd : 

881 i 

ddd 

l§8 

ddd 

888 i 

ddd j 

113 

ddd 

999 j 

ddd 

899 j 

MMP# 

821: 

u’ate ! 

189 . 

ddd ! 

892 j 

ddd ! 

888; 

ddd : 

§18 

ddd 

838 ; 

ddd! 

388 

ddd 

! 281 j 

! dddi 

929 | 

ddd ! 

S8S 

ddd 

i 111 : 
ddd : 

818 
ddd | 

918 j 

ddd 

338 j 

ddd j 

823 i 

ddd ! 

188 ! 
ddd ! 

298 1 

ddd : 

258 i 

ddd j 

888 

ddd 

! 295 : 
j ddd; 

8881 8SS8 

dddd dddd 

9859 

dddd 

8898 8258 

dddd dddd 

8981 

tfddd 

8888 

dddd 

8831 

dddd 

1398 

dddd 

5133 

dddd 

8831 

dddd 

8§28 

dddd 

8139 8132 

dddd dddd 

8188 6189 

9891 

dd^d 

9691 1929 

dtf-’d dd^tf 

§311 

d-’^d 

9319 

•r*v-r 

6886 

d^d 

3239 

•taftfjf 

§833 

d«*d 

2888 

d**d 

8189 

sf'rfd 

§313 §813 

d*-*d d**d 

5289 5398 

§889 

*WWg 

1S88 1888 

5181 

*-vi 

2119 

rff'Vgf 

9288 

$999 

•"^d 

3328 

8282 

9383 

3328 3929 
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RULES AND REGULATIONS 


'2 IAS!) 


m 

aid 

m 

KSfC* : 

in i 

ddd ! 

fit I 

did I 

823) 

dddd 

3*28 

d^tf 

8888 


338 

339 ! 

632 i 

369 i 

868 

386 : 

866 1 

883 

323 j 

383 i 

281 

: 882 i 

in 

ddd 

did | 

ddd j 

; 

did 

did j 

did \ 

did 

did i 

rftfd | 

ddd 

| ddd : 

ddd : 

881 

881 | 

123 

698 

888 

889 

888 | 

383 

396 

396 | 

388 

223 i 

388: 

ddd i 

! Hi ; 

Hi ! 

ddd | 

did 

ddd ■ 

ddd \ 

did 

did : 

ddd ! 

rid* 

dwl 

ddd i 

833 j 

198 

386 i 

893 : 

382 

888 ! 

898 i 

tt| 

832 i 

18* i 

182 i 

i 281 i 

282 ! 

tidd \ 

: did i 

ddd | 

did i 

did 

did j 

did j 

ddd 

did j 

did j 

did 

| 

did j 

98i; 

683 ! 

881 ! 

SS8 i 

m 

388 i 

329 j 

862 

m j 

888 | 

888 

i 888 | 

188 ! 

idd | 

! idd i 

ddd : 

ddd i 

ddd 

ddd j 

ddd ! 

did 

idd j 

did i 

Hi \ 

1 Hi i 

Hi ; 


631* §312 6899 

dddd ddd:( ddid 

8988 8333 88*9 
8*61 1*13 9618 

ttt-’hfg 


8888 9SI8 8898 8832 3923 8869 1331 $836 6338 8936 

dddd dddd ddstd ddii dddd dddd dddfS iddi iddi id d& 

m 8 8898 3388 3338 8138 8992 2§3i 2631 2391 3339 

+**jf os*t*rj A’ywjj dsf^sT 

1838 81*1 6639 1698 8133 1*23 3836 3896 3836 3938 



S3* 

333 : 

313 

611 

■ 2*8 : 

333 ; 

tag: 

239 

*31 

m 

Bii i 

93S : 

j 898 

i 833 ! 

ddd 

did 

did 

idd 

idd j 

m : 

did ■ 

: dH 

ddd 

Hi 

ddd! 

ddd 

ddd 

i ddd 

293 

lie 

838 

882 

833 i 

898 i 

893 

m 

399 

§86 

i 883 | 

318 

! 899 

239 

ddd 

idd : 

dad 

ddd 

Hi i 

idd : 

Hi 

did 

ddd 

ddd 

Hi | 

3 

j ddd 

| ddd 

386 

3*8 

988 

888 

388 

329 i 

188 

338 

936 

988 

833 j 

336 

I 896 

8*8 

Hi 

ddd : 

did 

idd 

Hi 

did | 

idd 

did 

ddd 

dad 

ddd! 

ddd i 

! rftf* 

ddd 

S83 

39* 

128 

88* 

lift i 

888 i 

883 

91* 

836 

889 

836 i 

33* 

*3a 

398 

ddd 

idd 

idd 

ddd 

ddd j 

idd i 

mm w* 

ddd 

did 

did : 

! *** i 

idd 

did 

idd i 


9369 9221 *388 9332 

dddd dddd dddd dddd 


9189 89*3 9963 

diii dddi didd 


mi 6893 8633 *28* 2*31 2863 

tided dddd dddd dddd didst stddd 


8869 

dddd 


8898 §633 819 * 8*88 9868 6293 9368 

.*«<*<]( ***>£ ***£ ***4 *•*•*d *rf»'d *'*" ! d 


9326 2323 S9S8 8389 8891 863* 8969 

dddd mi HH *<**d t**i ***d 


>.333 2888 291* 6862 2233 6222 *229 9688 *8*8 2633 383* 9886 8333 8889 

HV«fJ «? **»-rf jJ 
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RULES AND REGULATIONS 


898 I 

did 

tdd j 

mi 

idd ; 

998 j 

sfSffcT : 

298 1 
did i 

833 

rfiftf 

m \ 

idd i 

833 j 

! rtW 

886 

§28 i 

ifsfu' 

! 8211 

idd 1 

338 

Hid 

883 | 
ddd i 

888 1 
did j 

398 1 

ffdsf 1 

§13 j 

did i 

829 

ffafrf 

386 

ddd 

819 j 

Hi i 

936. 

ffdd 

336 

idd 

816 i 

ddd i 

333 

ddd 

831 i 

§16 ! 
did : 

233 | 

dad : 

§21 i 

ddd : 

928 

ddd 

816 

ddd 

888 i 

ddd l 

238 

ddd 

833 

ddd 

816 i 
did i 

881 

ddd 

838 j 
ddd ; 

8S6 : 
ddd j 

883 

did : 

833 

ddd i 

888 

did 

816 

ddd 

888 1 
ddd ! 

883 

ddd 

m 

ddd 

S§6 

did 

8616 

sf ddt 

! 8888 

r ddid 

3993 

ddid 

8638 

dddd 

6833 

dddd 

1831 

dddt 

i 3983 

I ddid 

8188 

f dddd 

8816 6888 

dddd dddd 

3392 

! dddd 

3193 8386 

*£*£ •'«** 

9898 

d**d 

2199 

dd-'d 

8316 

*‘**d 

8885 1859 3818 

4**d g**d d**d 

8128 9121 2389 

dd'd dd*d d*«d 

8886 §688 

8388 

1816 

§198 

*>■** 

1815 9159 §1*1 

8816 8816 8389 

3#jrf»-r| «*<*••$( •/thVj 


asst: 

did 1 


831 

did 

838 

edd 

sas 

ddd 


Cftf =f 2f 

8988 

diid 

lili 



1 UigiN 
MSB 


*«s 

tfaf'i 

398 

sfdd 

818 

tsrftf 

888 

sfsrsf 


dd** dddd tlddd dddd :!ddd dddd dddd ddid tf did tfdit dddd tiiidd 


j 281 

923 

595 • 

133 1 152 1 111 

| 111 • 

m i §81 

838 : 

831 

; did 

rfrf'i 

■Mtf i 

rfR'i : rfd'i : rfdd 

i mnr j 

idd j idd 

i iMlsi 


! 318 

566 

533 1 

383 | ill 1 113 

§131 

188 | 218 

: 833 1 

232 

j rftfrf 

idd 

idd : 

Iff* : Iflflf : iirfii 

Fftf'i : 

ddd i ddd 

: idd . 

rfdst 

818 

883 

93$ 

838 215 i 938 

113 

ill i 916 

i 898 i 

328 

»;ud 

ddd 

dtid j 

dtid l ddd i ddd 

ddd i 

•Jdd j ddd 

; ddd ' 

ddd 

$88 

888 

: 888 ! 

138 j 815 j 613 

619 j 

816 i 886 

m\ 

m 

ddd 

: did 

! ddd i 

ddd ! ddd j ddd 

did i 

did i ddd 

ddd i 

did 

2 §885 

i 1818 

i 8812 

1868 8828 8988 6289 

mi %m 

1681 

1938 


193 ! 

rfrftf 

118 ! 
idd j 

m 

d'Jd : 

399 i 
idd j 

3333 

dddd 


§883 3338 3399 8393 

&**d di*d d^'d i**d 


3338 8339 8818 9889 9838 8683 3131 8883 V?M 

d**d sid'd dd*d id*d t**d t**d id*£ 4*«i d*«d 


8383 8888 8988 6939 8919 8333 3393 3988 8388 8999 6818 3388 3893 

//nrj /i.Vjf orf«?»*£[ 
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RULES AND REGULATIONS 


882j 

ddd i 

338 i 

ddd ! 

m \ 

ddd i 

m : 

ddd I 

8?S§ 

dddd 

283?. 

ma 


8SI 

ddd 


882 

ddd 


882 I 338 

ddd i dd'J 


828 i 888 
dddi ddd 


881 • 888 ; 

ddd! ddd ! 


328 i 883 i 889 

ddd i ddd : ddd 


383 ! 828 j m i 288 j 281 

ddd t ddd i dlid i ddd i ddd 


283 I 889 
ddd t afsftf 


838 i 383 i 983 

ddd • ddd i ddd 


898 
drfd 

888 

ddd 


S83 ! 833 • 

rtrfd ! ddd ! 


322 

ddd 

888 

Rfa'sf 




828 i 

ddd ; 

888 

ddd 


828 i 882 i 339 

d!id : ddd : ddti 


223 i 

itflfRf : 

882 j 

ddd i 
989 | 

dd* ; 


823 L 


898 

ddd 


SSS3 223$ 8382 3322 3322 2389 8238 8SS8 

dddd dddd drfdd dddd dddd dddd aftiriuT dddd 

3882 2339 3188 2822 3882 9323 2382 9829 

Sfd*d Sfd'd dd^d dd*'d dd«'d dddd ds>'d tftfdd 

3328 8828 8282 3389 3389 8238 3283 2283 

f .rftfi-’rf gaTatg o'rfi-rj Jgyjf 


ddd 

8382 

dddd 

8882 

dddd 

3882 

dd"d 


833 : 

rfO'4 j 

823 i 
ddd ; 

8382 

dddd 

2889 

dddd 


dd*d 


833 

ddd 

8831 

ddd j 

§82 i 
ddd i 

883 i 

ifdd; 

9839 

dddd 

2238 

dddd 

8983 

dd*d 


889 ! 

ddd i 

§88 ’ 
ddd 

382 

ddd 


839 

ddd 

8322 

dddd 

3898 


Wi-Vjf 


229 

ddd 

938 

ddd 

233 

ddd 

383 

ddd 

8829 

dddd 

2389 

8898 

***** 



899 l 

ddd 

! 288 j 

i ddd : 

: 8§8 
| ddd 

I 838 : 
ddd i 

383 j 989 ; 
ddd j ddd i 

383 

ddd 

l 383 

ddd 

1 §88 

i ddd 

• 888 

ddd 

888 | 
ddd j 

§88 ! 
ddd 

i §83 ! 
i ddd j 

323; 

ddd! 

193 

ddd 

828 

ddd 

i 833 

ddd 

838 ! 

ddd! 

m ! 988 i 

ddd! ddd i 

392 

ddd 

HI 

ddd i 

i 238 

| ddd 

its 

ddd 

883 | 

ddd j 

§88 

ddd 

338 i 
ddd j 

389 

ddd 

833 

ddd 

938 

ddd 

383 

ddd 

2*> ■ 
ddd j 

238 | §§S i 
ddd i ddd j 

838 

ddd i 

i 888 

: ddd 

383 

ddd 

988 

ddd 

388 1 
ddd i 

885 

ddd 

883 j 

ddd : 

888 

ddd 

682 

ddd 

281 

ddd 

388 

ddd 

388 1 
ddd j 

§28 ! 328 i 
ddd i ddd j 

688 

ddd 

ddd 

893 

ddd 

189 

ddd 

833 ! 

ddd; 

893 : 
ddd ] 

| 818 I 

I ddd j 

S3§ 

ddd 

8328 8383 
dddd dddd 

3833 

’ dddd 

2833 

dddd 

ms S9§9 

dddd dddd 

3993 

dddd 

i 8993 
f dddd 

3882 

1 dddd 

8888 8928 

dddd dddd 

2888 8283 
dddd dddd 

8838 

dddd 


8381 3389 8933 8983 2388 8893 

dd^d dd^ri dd^d dd*d dd*d dd*d 

8988 9823 8869 8889 §389 2233 

«f<fh j| offifMjJ 


8838 

rfof«Nf 

8692 

**** 


2828 

**** 

8898 


dd»‘d 

8283 

***** 


3238 8633 8933 3898 IH8 

dd^d dd*‘d dd*d dd** d**d 
8388 8283 8383 3§S8 3838 

o-'/.-vj «f «?>-<-{ 
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RULES AND REGULATIONS 


888 ] 

889 

989 

851] 

868] 

SIS ; 

988 : 

168 

m i 

898 | 

add ! 

tidd 

ftdd 


ddd j 

tfrfjf 

tftf’i j 

rii'i 

ddd j 

rtjfsf ! 

951 i 

m 

861 

988 i 

889 | 

§58 

813! 

§89 

§83 ! 

m 

ddd i 

ddd 

ddd 

! 

ddd i 

ddd 

*« i 

ddd 

ddd j 

ddd i 

888 ! 

988 

883 

388 

838 i 

889! 

! 388 j 

§38 

§35 : : 

933 j 

w»i; 

rfrfrt 

ddd 

ddd j 

ddd j 

ddd 

| sftfrf j 

ddd 

ddd i 

ddd : 

888 ! 

881 

1 888 

fill: 

883 

898 

835 j 

183 

989 : 

981 i 

pf*fsS ; 

add 

S ddd 

ddd ! 

ddd ; 

ddd 

ddd j 

ddd 

ddd \ 

ddd \ 

3888 

ms 

i ms 

1 8958 

8838 

8898 

i 3883 

899! 

1 8893 

8933 

dddd 

dddd dddd dddd 

dddd 

dddd dddd 

dddd dddd 

dddd 

8819 

3839 8835 5538 

3858 

8888 8388 

3889 3838 

3888 

dddd 

dddd d“d 

d“d 

dd*d dd'd 

d*«d d*«d 

d+*d 

IS5S 

5968 8888 8888 

9698 

3988 8138 

9196 9631 

$939 

dddd 

dddd *"‘*4 •»•*** 

4*4$ 

44,14 44,:* 

444$ 4*4* 

444* 


533 

s'*fa‘ 

338 

ddd 

385 

did 

m 

did 

3533 

tfxfsM 

ss5?a 

*««* 

8855 


355] 
rfsfsf ] 

SI8 | 

sfaM! 

3X3 : 

SftM | 

853 ! 

rfrfrf ] 

8883 

tfrfjM 

3583 

8381 

->^sf 


888 : 

rfrfrf S 


535 

riff* 


535 i 383 

ddd : did 

888 ! 538 

ddd] ddi 

338 i §88 

sfafsf ! did 

9888 8558 

dddd sfrisfaf 

3833 8388 
8888 9888 



889 ] 

988 j 

858 j 

§31: 

IN 

§38: 

§99 ! 

999; 

§§l ! 

983 

§88! 

a§9; 

988 ] 

888 j 

888 ! 

ddd 

rfrfsf j 

ddd i 

add : 

tfrf* 

tfrfrf j 

ddd j 

ddd | 

add j 

did 

Itatf ! 

aaa j 

add ! 

sfa'rf ! 

add : 

m 

938! 

898 

931 

! 998 

395 

§18 ! 

8§8 ! 

§98 | 

958 ! 

; 891 ! 

833 I 

939 | 

898 j 

m i 

ddd 

ddd\ 

if** ] 

RFfa" ] 

j firfa - 

ddd 

rfrfa ] 

rfrfa'! 

rfgfa* j 

rfsfa*! 

atftf; 

ddd ! 

dtid j 

ddd j 

fidd : 

935 

883 j 

898 ! 

i 531 

I 888 

931 

H8 : 

188: 

§§9 : 

859 

839 1 

988 j 

338 | 

933 : 

m : 

ddd 

ddd j 

did j 

i ddd 

ddd 

ddd 

ddd j 

ddd j 

did j 

ddd 

rfrfrf | 

rfrfrf : 

ana : 

ddd j 

ddd 1 

in 

988 : 

935 

\ 388 

888 

381 

999 i 

899 : 

333 ! 

331 

515 j 

538 j 

338 j 

853 i 

833 ! 

ddd ! 

ddd i 

ddd 

! ddd 

ddd 

ddd 

ddd ; 

did j 

did i 

did 

| did ! 

j 

add ! 

tffW j 

u**; 


9881 9888 8883 8888 §888 8888 3858 3818 3888 8588 3388 8388 3838 3388 9858 

sftfsfn* dddd dddd dddd dddd dddd tfsfrfs’ sfsfrfS . dddd dddd dddd dddd dddd dddd dddd 

9885 3553 3135 3958 8538 3383 8888 8.868 8.888 3885 §388 §855 |55i 3898 8383 

dd-’d d*«d di*i 44*d d**d dd«d di*d dd*d dd<*d dd+i dddd dddd dddd iddd dd'Jd 


3836 8983 8888 9998 §388 9398 3938 3588 3588 8888 9588 5859 9888 8358 SSH 

***d **..•;* 44,14 44.14 44,14 **..•;* ***$ ,j*$$ **$$ jf-rasf 444a 
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RULES AND REGULATIONS 
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PlOTOYTO T%JL Uicit Cost SmEPUL* 
Mason z—Continued 


Number of bedroom# 



0 

1 

2 

3 

4 

6 

0 

Spokane, Wash.: 

DoUcImmJ and ManJdctachnd. 

8. MO 

MX 300 

12,780 

1*200 

1*300 

30,360 

21,300 

Haw <lwi*liltti»-..... 

8. ISO 

LOT 

12.180 

14,400 

17.400 

19,380 

20,280 

W AlfeHip .. 

7.000 


11.060 

1*060 

1*100 

1*060 

17,460 

KWirator structure. 

11.140 

13,000 

1*400 . 

—.... 

. 

. 

. 

Chriu*y. W ash.: 

Detached and nemldHaehod.. 

ASM 

MX 600 

12,900 

1*400 

1*660 

20,660 

21.000 

How dwelling*..— 

8.260 

MX 000 

1X300 

14, MO 

17,660 

19,600 

20,660 

Wulk-up.... _ 

7,100 

8,800 

11,200 

1*280 

1*300 

1*900 

17.700 

Kin vwtoeHUmctttf#. 

11,300 

13,300 

1*000 . 





Comir d'Alcnr, Idaho: 

I>e<«chnil and *rml-irlarhed.. 

*000 

10,400 

IZSW 

1*300 

1*400 

3*60U 

31.460 

Row dwelling*... 

*3» 

0.000 

1X280 

14.000 

17.000 

19,000 

1*780 

*1, 400 

Walk-up.. 

FUtvalrtr-Atrortunv 

7,000 

11.200 

8, 700 
13. 100 

11.100 
1*500 

1*100 

l*M0 

17,660 

Kfimi wlfk. WoaIij 

prtai tied and wanldetarbed .. . 

9.300 

11,200 

13, M0 

m m 

20.000 

22,100 

23. TOO 

Row dwellings. —. — — 

£ M| 

10,700 

1*200 

1*780 

1*960 

21,060 

1*100 

2X060 

Walk-up... 

ft 1 vutrif -a! ri i rtnr* 

7,000 
12.160 

9,460 

14.130 

1X0M 
17. M0 

1*200 

I* 400 

19,000 

l iiil-uiui. Wa/.!i 

Dolorhrd *nd sptnldetachid. 

0.460 

II OT 

J4.M0 

1*750 

20.200 

2* 46o 

23.600 

Row dwellings .. 

9,000 

10,860 

1*400 

1*960 

1*300 

21,860 

2X260 

Walk-up. 

Klftrat&r-dmrtr.rr . 

7,700 

12.300 

*000 

14.360 

IX AM 
1*100 . 

14.400 

I*M0 

1K30O 

1*260 

Lewiston. Idaho: 

Drta hrd and aeinidoiachrd ... 

8,(100 

10.600 

ixooo 

IV ( -i 

1*6«<I 

20,060 

21,000 

Row dwelling*- . 

lot 

10,000 

1X300 

14.060 

17,600 

19,000 

31. 4 W 

Walk>up... 

7.100 

A 800 

11, M0 

1*2S0 

1*300 

1*900 

17,790 

Klo valor-struct are. 

11.300 

1*200 

1*000 \ 






PART 277—LOANS FOR HOUSING 
FOR THE ELDERLY OR HANDI¬ 
CAPPED 

Sec, 

277 1 Definitions. 

277.2 Ocncrai policy. 

277.3 Sponsorship. 

277.4 Eligible project#. 

277.6 Loan application#. 

277.6 Loan terms. 

277.7 Loon agreement. 

277.8 Regulatory agreement. 

277.0 Other requirements. 

277.10 Assistance to nonprofit organiza¬ 

tions. 

277.11 Refinancing. 

Authority : The provision# of this Part 
277 Issued under sec. 102, 73 Stat. 667: 12 
U.8.C. 1701q. 

§ 277.1 Deli nil Jmt«. 

As used in this part: 

(a) All terms shall have the same 
meaning as given them In the Act. 

(b) “Act" means title n of the Hous¬ 
ing Act of 1959, as amended. 12 U.8.C. 
1701q. 

(c) “Applicant" means any nonprofit 
corporation no part of the net earnings 
of which Inures to the benefit of any 
private shareholder, contributor, or indi¬ 
vidual, if such corporation is approved 
by the Secretary: any limited profit 
sponsor approved by the Secretary; any 
consumer cooperative; or any public 
body or agency eligible under section 
202(a)(2) of the Act. 

(d> “Construction” means erection of 
new structures or rehabilitation, altera¬ 
tion, conversion, or improvement of ex¬ 
isting structures and includes acquisition 
of existing structures to be rehabilitated, 
altered, converted, or Improved. 

(e) “Development cost” means the 
costs of construction of housing and re¬ 
lated facilities, and of land and neces¬ 
sary site improvements, and included 
preliminary development costs, architect 
and engineering costs, organizational 


and development costs, legal and admin¬ 
istrative costs, and interest during con¬ 
struction and rent-up period. 

(f) “Elderly or handicapped families” 
means families consisting of two or more 
persons, the head of which (or his 
spouse) is 62 years of age or over or is 
handicapped; and any single person who 
is 62 years of age or over or is 
handicapped. 

(g) “Handicapped person” means any 
person having a physical impairment 
which is expected to be of long-continued 
and indefinite duration, substantially 
impedes his ability to live independently, 
and is of such nature that such ability 
could be improved by more suitable 
housing conditions. 

<h) “Housing and related facilities” 
means structures suitable for dwelling 
use by elderly or handicapped families, 
and structures suitable for use as cafe¬ 
terias or dining halls, community rooms 
or buildings, workshops, or infirmaries 
or other inpatient or outpatient health 
facilities, or other essential service 
facilities. 

(i) “Secretary” means the Secretary 
of Housing and Urban Development or 
any officer authorized to perform the 
functions of the Secretary. 

CJ) “State” means the several States, 
the District of Columbia, the Common¬ 
wealth of Puerto Rico, and the posses¬ 
sions of the United States. 

§ 277.2 General polio. 

The purpose of the program described 
in this part is to provide assistance for 
the development of rental housing proj¬ 
ects. to serve elderly or handicapped 
families whose incomes are below those 
needed to pay the rentals in adequate 
private-market housing, through direct 
loans where private financing is not 
available on equally favorable terms and 
conditions. Project design, site selection, 
and financial arrangements must be con¬ 
sistent with the ultimate purpose of pro¬ 


viding pleasant living arrangements at 
minimum rentals to promote independ¬ 
ent living by elderly or handicapped 
families. 

g 277.3 Sf>oiL»or*liip. 

An applicant either must be an estab¬ 
lished organization the purposes of 
which include promotion of the welfare 
of elderly or handicapped families or 
must be sponsored by a fraternal, civic, 
religious, charitable, or similar organi¬ 
zation with long-term social and finan¬ 
cial responsibility. The sponsor must be 
willing and able to maintain a contin¬ 
uing interest in and support of the proj¬ 
ect and its affairs during the life of the 
loan. 

§ 277. t Eligible pmjfcln. 

Loan assistance to finance the con¬ 
struction of housing and related facili¬ 
ties for elderly or handicapped families 
may be provided under the following 
conditions: 

(a) Construction must not be of elab¬ 
orate or extravagant design or materials 
and must be undertaken in an economi¬ 
cal manner. 

(b) Project design, site selection, and 
costs must provide access to community 
activities and services, and a pleasant 
environment. 

(c) Nursing homes, hospitals, or simi¬ 
lar medical establishments, and chapels 
or other facilities of a religious nature 
arc not eligible for loan assistance. 

<d) Customary leasing arrangements 
with periodic payments for rentals and 
collateral services must be provided; life- 
care contracts, founders* fees, or similar 
arrangements are not permissible. 

<e> An eligible facility must be finan¬ 
cially feasible and essential for the wel¬ 
fare of the project residents, and may 
Include such facilities as project-man¬ 
agement office space, project workshops 
and storage space, recreation and social 
centers, snack bars, craft shops, multi¬ 
purpose rooms, laundry facilities, and 
cafeterias or dining halls. Commercial 
facilities, such as grocery stores, res¬ 
taurants. beauty and barber shops, may 
be included if they are essential for the 
elderly or handicapped families in the 
project and are not otherwise conven¬ 
iently available to them. 

§ 277.5 Loan application*. 

Information and application forms 
may be obtained f rom and applications 
submitted to the HUD Regional Office 
which serves the area in which the ap¬ 
plicant or sponsoring organization is lo¬ 
cated. A list of HUD Regional Offices 
with their addresses and areas of juris¬ 
diction appears at § 3.8 of this title. Prior 
to loan Approval, an applicant must 
establish that: 

(a) It has the necessary legal author¬ 
ity to finance, construct, and maintain 
the proposed facilities, to apply for and 
receive the proposed loan, and to provide 
such security as shall be required by the 
Secretary; 

(b) It has the ability to comply with 
the terms and conditions for repayment 
of the loan and operation of the project; 
and 
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(c) It lias or will have such interest 
In or title to the project site, including 
access thereto, as will assure undisturbed 
use. possession, and operation of the 
facilities during the term of the loan. 

g 277.6 Ufin term*. 

Loans shall be repayable within such 
period, not to exceed 50 years, shall bear 
interest at such rate, not to exceed 3 per¬ 
cent per annum, and shall be so secured 
and subject to such terms and condi¬ 
tions. as shall be determined by the 
Secretary. A loan may be In an amount 
not to exceed the total development cost 
of the project except that, in the case 
of limited profit sponsors, a loan may 
not exceed 90 percent of total develop¬ 
ment cost. 

§ 277.7 Ixmn agrrmirnl. 

Upon approval of a loan and reserva¬ 
tion of funds, the Secretary will prepare 
and forward a loan agreement for ex¬ 
ecution by the applicant. The loan agree¬ 
ment will set forth the terms and con¬ 
ditions of the loan and will also specify 
conditions which must be fulfilled 
precedent to the making of the loan. 
The fully executed loan agreement will 
constitute the loan contract between the 
applicant and the Secretary during the 
life of the loan. 

§ 277.8 Regulator? agreement. 

Prior to loan disbursement, an appli¬ 
cant is required to enter into a regula¬ 
tory agreement with the Secretary under 
which the applicant shall agree (a) to 
establish rentals approved by the Secre¬ 
tary. <b) to limit occupancy of the proj¬ 
ect to elderly or handicapped families 
in accordance with occupancy criteria 
approved by the Secretary. Including 
prescribed income limits, (c> not to rent 
any portion of the project for transient 
or hotel use, and (d) to provide a govern¬ 
ing board and management acceptable to 
the Secretary. 

277.9 Other requirement*. 

(a) All laborers and mechanics em¬ 
ployed by contractors and subcontrac¬ 
tors in the construction of housing and 
related facilities assisted under the Act 
shall be paid wages at rates not less than 
those prevailing in the locality involved 
for the corresponding classes of laborers 
and mechanics employed on construc¬ 
tion of a similar character as determined 
by the Secretary of Labor in accordance 
with the Davis-Bocon Act. as amended, 
40 U.S.C. 276a—276o-5. and shall receive 
overtime compensation in accordance 
with and subject to the provisions of the 
Contract Work Hours Standards Act. 40 
U.S.C. 327-332. 

(b) All contracts for construction 
work paid for in whole or in part from 
loan funds provided under the Act shall 
provide that the contractor shall comply 
with the Copeland ("Anti-Kickback") 
Act, 40 U.S.C. 276c. and the regulations 
of the Secretary of Labor thereunder 
<29 CFR Part 3). 

<c> The requirements of title VI of the 
Civil Rights Act. 42 U.S.C. 2000d ct seq.. 
that no person in the United States shall, 
on the ground of race, color, or national 
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origin, be excluded from participation 
in. or be denied the benefits of. or be 
otherwise subjected to discrimination 
are applicable to projects receiving as¬ 
sistance under the Act 

<d> All contracts for construction 
work paid for in whole or in part from 
loan funds provided under the Act are 
subject to Executive Order No. 11246 <30 
PJL 12319. Sept. 28. 1965 >, providing for 
equal opportunity in employment, and 
the rules and regulations of the Depart¬ 
ment of Labor with respect thereto. 

(e) The provisions of title VTII (Pair 
Housing) of the Civil Rights Act of 1968, 
Public Law 90-284, 42 U-8.C. 3601-3619. 
prohibiting refusal to rent to or discrimi¬ 
nation against any person in terms or 
conditions of rental or provision of serv¬ 
ices on account of race, color, religion, or 
national origin, are applicable to projects 
assisted under the Act. 

§ 277.10 A*M«tanre lo nonprofit or* 
gnitUattoii*. 

Nonprofit organizations are eligible 
for financial assistance under section 106 
of the Housing and Urban Development 
Act of 1968, 12 U.S.C. 1701x. to cover 
costs expected to be incurred in planning 
and obtaining financing for the rehabili¬ 
tation or construction of housing proj¬ 
ects for elderly or handicapped persons 
under the Act. 8uch assistance is in the 
form of 80 pereent interest-free loans to 
cover such costs directly related to the 
project as organization expenses, legal 
fees, consultant fees, preliminary site 
engineering fees, site options, FHA and 
ONMA application fees, and construction 
loan fees. Requests for such assistance 
should be submitted to the Assistant 
Commissioner for Subsidized Housing 
Programs, 451 Seventh 8trect SW„ 
Washington, D.C. 20410. 

§277.11 Refinancing. 

Projects may be refinanced by mort¬ 
gages Insured under section 236(J) of 
the National Housing Act, 12 UB.C. 
1715*-1<J), provided that application 
therefor is made within a reasonable time 
after project completion. As a condition 
of obtaining a direct loan, an applicant 
must agree to seek such refinancing 
within 30 days after project completion 
if it finds that refinancing is feasible and 
advantageous to the occupants of the 
project. Application for refinancing 
should be made to the appropriate HUD 
Regional Office. 

PART 279—COLLEGE HOUSING 

Sec. 

279.1 Definition*. 

279.2 OcncnU policy. 

2792 Eligible project*. 

279.4 Application*. 

279a AMlftance term*. 

279.6 A**l*t*noe Agree meet*. 

279.7 Ormnta to public education*! in¬ 

stitutions. 

279.8 Other requirement*. 

AontoaxTT: The provision* of this Part 
279 Issued under aec. 402. 64 6tat* 78; 12 
U.S.C. 1749*. 

§279.1 Definitions. 

As used in this part: 

(a) All terms shall have the same 
meaning as given them in the Act. 


<b> "Act" means title IV of the Hous¬ 
ing Act of 1950. as amended (12 UJ3.C. 
1749 ct seq.). 

<c) "Construction" means erection of 
new structures, or rehabilitation, altera¬ 
tion, conversion, or improvement of ex¬ 
isting structures. 

<d) “Development cost" means the 
cost of construction, land and site im¬ 
provements. and Includes preliminary 
development expenses, architect and en¬ 
gineering expense, legal and administra¬ 
tive expense, and interest during con¬ 
struction; except that, in the cose of 
purchase of facilities, such cost shall be 
as approved by the Becretary. 

(e> “Educational institution" means 
any public or nonprofit private college, 
university, or other institution which 
offers or will offer within a reasonable 
time after completion of the facility at 
least a 2-year program acceptable for 
full credit toward a bachelor's degree; 
any hospital operating a school of nurs¬ 
ing beyond the level of high school ap¬ 
proved by State authority or internship 
and resident programs approved by 
recognized authority providing housing 
for their students; or any nonprofit 
corporation, student cooperative, or pub¬ 
lic body, eligible under section 404 <b) of 
the Act, providing housing and related 
facilities for students and faculty of 
educational Institutions. 

(f> “Housing and other educational 
facilities" means U) structures suitable 
for dwelling use, including dormitories, 
apartments, and single family dwellings, 
and <2) structures suitable for use as 
cafeterias or dining halls, student cen¬ 
ters or student unions, infirmaries, health 
facilities, or other essential service 
facilities. 

(g) "Secretary" means the Secretary 
of Housing and Urban Development or 
any officer authorized to perform the 
functions of the Secretary. 

Ch) “State" means the several StAtes, 
the District of Columbia, and the Terri¬ 
tories and possessions of the United 
States, including the Commonwealth of 
Puerto Rico. 

§ 279.2 General policy. 

The objective of this program is to 
assist educational institutions In provid¬ 
ing housing and other educational facili¬ 
ties for students and faculties through 
direct loons for the construction or pur¬ 
chase of such facilities, or through an¬ 
nual debt service grants to reduce the 
cost of borrowing from other sources for 
such purposes, where private financing 
is not available on terms and conditions 
equally as favorable as for a direct loan. 
Assistance Is also provided to hospitals 
operating nursing schools beyond the 
high school level or approved for 
Internships. 

§ 279.3 Eligible project*. 

Assistance in financing the construc¬ 
tion or purchase of housing and other 
educational facilities may be provided 
under the following conditions: 

(a) Construction must not be of elab¬ 
orate or extravagant design or materials 
and must be undertaken in an economi¬ 
cal manner. 
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<b) Construction must not have been 
completed at the time the application 
for assistance is made. 

(c) A loan or grant-supported loan 
cannot be made solely for the purpose 
of refunding a long-term loan obtained 
prior to the filing of an application. 

(d) Grant assistance will not accrue 
for any period prior to occupancy of the 
facilities. 

(e) Site acquisition is limited to the 
amount of land reasonably necessary for 
the proposed housing or other educa¬ 
tional facility. 

(f) Projects to provide facilities for 
religious purposes or for theological sem¬ 
inaries or other schools providing train¬ 
ing primarily for religious vocations are 
ineligible for assistance. 

(g) Housing for the use of specific 
groups of students, such as fraternities or 
sororities, is eligible only if such housing 
is part of the overall housing plan of the 
college and If the housing will be oper¬ 
ated under the direct responsibility and 
control of the college. 

<h) An eligible service facility must 
provide an essential service in connection 
with the institution's housing plan. 

§ 279.4 Application*. 

(a) Information and application forms 
may be obtained from and applica¬ 
tions submitted to the Regional Office 
of the Department of Housing and Urban 
Development which serves the area in 
which the educational institution is lo¬ 
cated. Applications will be received pe¬ 
riodically and considered concurrently 
for both the direct loan and grant sub¬ 
sidy programs. In order to maintain 
flexibility in the allocation of available 
funds, HUD reserves the option to ap¬ 
prove cither a direct loan or a grant to a 
particular applicant. 

Cb) Prior to approval of a direct loan 
or grant, the applicant educational In¬ 
stitution must establish that it: 

(1) Has the necessary legal authority 
to finance, construct, operate and main¬ 
tain the proposed facilities, to apply for 
and receive the proposed assistance, and 
to provide such security as shall be re¬ 
quired by the Secretary; 

(2) Has the ability to comply with the 
terms and conditions governing receipt 
of assistance and operation of the 
project; 

(3) Has or will have such interest In or 
title to the project site, including access 
thereto, as will assure undisturbed use. 
possession and operation of the facilities 
during the period of assistance; and 

(4) Will retain title to and all of its 
right, title, and interest In and to the 
project during the period of assistance, 
except as otherwise expressly approved 
by the Secretary. 

§ 279.5 A** tftuiirr term*. 

(a) Direct loans for eligible develop¬ 
ment cost shall be for such period not to 
exceed 40 years (50 years for projects for 
which funds were reserved prior to July I. 
1068), bear interest at such rate not 
to exceed 3 percent per annum, and be so 
secured and subject to such terms and 
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conditions, as shall be determined by the 
Secretary. 

(b) Annual grants shall be made over 
a fixed period not exceeding 40 years, as 
determined by the Secretary. In an 
amount equal to the difference between 
the average annual debt service required 
to amortize the private market loan to 
cover eligible development cost and the 
average annual debt service which would 
be required to amortize a direct loan of 
like term. Fund limitations may require 
the setting of maximum limits for the 
grant. 

§ 279.6 A*»Utancc agreement*. 

Upon approval of a direct loan or 
grant, together with reservation of funds, 
the Secretary will prepare and forward 
a loan agreement or grant agreement for 
execution by the educational institution. 
The agreement will set forth the terms 
and conditions of the loan or grant and 
will also specify conditions which must 
be fulfilled precedent to making of the 
loan or grant. The fully executed agree¬ 
ment will constitute Um? contract be¬ 
tween the educational institution and the 
Secretary during the life of the direct 
loan or grant, and in the case of a grant 
will guarantee continuation of the grant 
payments so long as the related private 
market bonds are outstanding. 

§ 279.7 Grant* to public nliirntional 
institution*. 

All public educational Institutions ap¬ 
proved for grant assistance must comply 
with the following requirements except 
os otherwise expressly approved by the 
Secretary: 

(a) Submit a financing plan in form 
and substance acceptable to the private 
bond market and satisfying minimum 
standards established by the Secretary; 

<b) Publicly advertise the bonds In a 
financial newspaper of general use by 
the bond market to which the bonds will 
be offered; 

(c) Accept bids only for the entire is¬ 
sue: and 

(d) Obtain an unqualified approving 
opinion of bond counsel experienced In 
municipal bonds whose opinions are 
marketable by reason of previous accept¬ 
ance by investment dealers, banks, or 
insurance companies. 

§ 279.C Other rrquinrtiiriil*. 

(a) All laborers and mechanics em¬ 
ployed by contractors and subcontractors 
in the construction of housing and edu¬ 
cational facilities assisted under the Act 
shall be paid wages at rates not less than 
those prevailing in the locality involved 
for the corresponding classes of laborers 
and mechanics employed on construction 
of a similar character as determined by 
the Secretary of Labor in accordance 
with the Davis-Bacon Act. as amended 
(40 U.S.C. 276a-276a~5 >. and shall re¬ 
ceive overtime compensation in accord¬ 
ance with and subject to the provisions 
of the Contract Work Hours Standards 
Act (40 US.C. 327-332). 

(b) All contracts for construction 
work paid for In whole or in part from 
assistance funds provided under the Act 
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si mil provide that the contractor shall 
comply with the Copeland (''Anti-Kick¬ 
back") Act (40 U.S.C. 276c) and the reg¬ 
ulations of the Secretary of Labor there¬ 
under (29 CFR Part 3). 

(c) The requirements of title VT of the 
Civil Rights Act (42 U.S.C. 2000d et seq.) 
that no person in the United States shall, 
on the ground of race, color, or national 
origin, be excluded from participation 
in. or be denied the benefits of. or be 
otherwise subjected to discrimination are 
applicable to educational institutions re¬ 
ceiving assistance under the Act. 

<d) All contracts for construction 
work paid for In whole or in part from 
assistance funds provided under the Act 
are subject to Executive Order 11246 (30 
F JR. 12319, Sept. 28. 1965), as amended 
by Executive Order 11375 (32 F.R. 14303, 
Oct. 17. 1967), providing for equal op¬ 
portunity In employment, and the rules 
and regulations of the Department of 
Labor with respect thereto. 

(e) The provisions of title VIII (Fair 
Housing) of the Civil Rights Act of 1968 
(Public Law 90-284. 42 UB.C. 3601- 
3619), prohibiting refusal to rent to or 
discrimination against any person In 
terms or conditions of rental or provision 
of services on account of race, color, 
religion, or national origin, are appli¬ 
cable to projects assisted under the Act. 

Chapter III—Government National 
Mortgage Association 

Subthopltr A—Introduction 

Pan 

300 General. 

310 Bylaws of the Government Na¬ 
tional Mortgage Association. 

Subchopter ft—Special AsiUtonce Function* 

320 Description. 

330 Eligible sellers of mortgages. 

340 Purchase requirements. 

350 Servicing And sales of mortgages. 

Subchopter C—Monogemont and Liquidating 
Function* 

360 Description. 

370 Mortgage activities. 

380 Fiduciary activities. 

390 Guaranty of mortgage-backed se¬ 
curities. 

SUBCHAPTER A— INTRODUCTION 

PART 300—GENERAL 

Sec 

300.1 Scope of chapter. 

300 3 Description. 

300.5 Creation and status. 

300.7 Area of operations. 

300.9 Offices. 

300.11 Power of attorney. 

300.13 Exceptions. 

Authoutt: The provisions of this Part 
300 Issued under see. 309. 82 Slut. 540; 12 
UJB.C. 1723a. 

§ 300.1 Scope of rhuplrr* 

This chapter consists of general infor¬ 
mation and does not purport to set forth 
ail of the procedures and requirements 
that apply to the operations of the Asso¬ 
ciation. Complete specific information as 
to any aspect of such operations may be 
obtained from the regional offices listed 
in 5 300.9. 
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§ 300.3 DacripUon* 

The Government National Mortgage 
Association (hereafter In tills chapter 
called the Association) purchases, serv¬ 
ices, and sells mortgages Insured or guar¬ 
anteed by the Federal Housing Adminis¬ 
tration (FHA) and the Veterans Admin¬ 
istration (VA). furnishes fiduciary serv¬ 
ices to itself and other departments and 
agencies of the Government, and guar¬ 
antees privately Issued securities backed 
by trusts or pools of mortgages or loans 
which are insured or guaranteed by FHA 
and VA and certain loans insured by the 
Farmers Home Administration. 

g 300.3 Oration and status. 

The Association is a Government cor¬ 
poration in the Department of Housing 
and Urban Development. The origin of 
the Association U in the creation on Feb¬ 
ruary 10, 1938. under title m of the No¬ 
tional Housing Act. of the National Mort¬ 
gage Association of Washington. On 
April 11. 1938, its name was changed to 
Federal National Mortgage Association. 
Effective November 1, 1954. it was re- 
chartered by the Congress as a mixed- 
ownership corporation. Effective Sep¬ 
tember 1. 1968. it was partitioned by the 
Congress into two corporations, one of 
which is the Association. The operations 
of the Association are conducted under 
its statutory charter contained in title 
in of the National Housing Act, 12 U3.C. 
1716 ct seq. 

§ 300.7 Area of operation*. 

The Association is authorized to con¬ 
duct its business in any State of the 
United States, the District of Columbia, 
the Commonwealth of Puerto Rico, and 
the territories and possessions of the 
United States. 

§ 300.0 Office*. 

The Association directs Us operations 
from its office located at 451 Seventh 
Street SW.. Washington. D.C. 20414. It 
has made provisions for the carrying on 
of such operations through the Federal 
National Mortgage Association (FNMA). 
The regional offices of FNMA are listed 
below: 

Atlanta. Oil 30303. 34 Peachtree Street 
. NE.: Alabama. Florida, Georgia. Kentucky, 
MUtUalppl. North Carolina, South Carolina, 
Tennessee. 

Chicago. Ill. 60603. 1113 Commonwealth- 
Edison Building, 73 West Adam* Street: Il¬ 
linois. Indiana, Iowa, Michigan, Minnesota, 
Nebraska. North Dakota, Ohio. South Dakota. 
Wisconsin. 

Dallas. Tex. 75201, 411 North Akard Street: 
Arkonioa, Colorado, Kansas. Louisiana, 
Missouri, New Mexico. Oklahoma. Texas. 

Los Angeles. Call!. 00005, 3540 Wllshire 
Boulevard: Alaska, Arizona, California. 

Guam. Hawaii, Idaho. Montana. Nevada. 
Oregon. Utah. Washington. Wyoming. 

Philadelphia, Pa. 10108, 5 Penn Center 
Plaza: Connecticut. Delaware. District of 
Columbia, Maine. Maryland. Massachusetts, 
New Hampshire, New Jersey. New York. Penn¬ 
sylvania, Puerto Rico, Rhode Island. Ver¬ 
mont, Virgin Islands, Virginia, and West 
Virginia, 

§ 300.11 Po*cr of attorney. 

(a) The Association does hereby make, 
constitute, and appoint each of the per¬ 


sons named in paragraph (c) of this 
section its true and lawful attomey-ln- 
fact, for the Association and in its name 
and stead: 

“ (!) To purchase or contract to pur¬ 
chase any note, bond, or other evidence 
of indebtedness and any accompanying 
real estate mortgage, deed to trust, 
security deed, chattel mortgage, or col¬ 
lateral or security of whatsoever kind or 
nature, to modify or consent to the mod¬ 
ification of any such contract, and to 
act or authorize action to enforce any 
such contract; 

(2) To endorse, assign, sell, exchange, 
amend, modify, extend, release, cancel, 
or renew any note, bond, check, or other 
evidence of indebtedness now or here¬ 
after held by the Association, and to re¬ 
lease from liability any maker, obligor, 
or guarantor on any such note, bond, 
check, or other evidence of indebtedness; 

(3) To satisfy, discharge, release, 
amend, assign, modify, extend, renew, 
subordinate, foreclose, or liquidate in any 
legal manner, in whole or in part, any 
chattel mortgage, real estate mortgage, 
deed of trust, security deed, or collateral 
or security of whatsoever kind or nature, 
securing any note. bond, check, or other 
evidence of Indebtedness now or here¬ 
after held by the Association, and to 
exercise any right or authority which 
the Association has or may have pur¬ 
suant to the terms of any such security 
instrument or evidence of indebtedness, 
including any power of appointment 
contained therein; 

(4) To assign, convey, sell, lease, or 
sublease and to contract for the assign¬ 
ment, conveyance, sale, lease, or sub¬ 
lease of any real estate, chattel, security, 
or property of any sort or nature, or any 
interest therein, now held or hereafter 
acquired by the Association; 

(5) To discharge, satisfy, release, 
waive, enforce, compromise, subordinate, 
or assign, in whole or in part, any Judg¬ 
ment now or hereafter entered in favor 
of. or assigned to, the Association; 

(6) To assign, surrender, release, or 
modify, or consent to the assignment, 
surrender, release, or modification of, 
any policy of insurance, or any right 
arising therefrom, of which the Asso¬ 
ciation now is or hereafter shall become 
the assignee, beneficiary, or the insured, 
or in which the Association now has or 
hereafter may have any interest of any 
kind or nature; and to execute proof of 
loss, proof of death, statement of claim¬ 
ant, and any other instrument in connec¬ 
tion with any such policy of insurance 
and any right arising therefrom; 

(7) To execute, acknowledge, deliver, 
file for record, and record any such in¬ 
strument. and to perform such other act 
or acts as may be necessary and proper 
to effectuate the foregoing; and 

(8) To designate and appoint in be¬ 
half of the Association such other attor¬ 
neys-in-fact for the Association as he 
may deem appropriate for the purpose 
of releasing or satisfying of record any 
specific mortgage, deed of trust, security 
deed, or other security instrument now 
or hereafter held by the Association. 


(b) The Association does further 
grant unto each of such attomeys-in- 
fact. and any other attomey-in-fact 
designated and appointed pursuant to 
this section, full power and authority to 
do and perform all and every act and 
thing requisite, necessary, and proper to 
carry into effect the power or powers 
granted by or under this section as fully, 
to all Intents and purposes, as the Asso¬ 
ciation might or could do. and hereby 
does ratify and confirm all that each of 
such attomeys-ln-fact, and any other 
attorney-in-fact designated and ap¬ 
pointed pursuant to this section, shall 
lawfully do or cause to be done by virtue 
of the power or powers granted by or 
under this section. 

(c> The persons appointed attorneys- 
in-fact by paragraph (a) of this section 
are: 

(1) The Federal National Mortgage 
Association, a Government-sponsored 
private corporation. 

(2) Allan E. Arneson. of Los Angeles, 
Calif. 

(3) [Reserved! 

(4) Howard S. Carnes, of Atlanta, Ga. 

(5) W. D. Cornwell, of Atlanta, Ga. 

(6) lReserved 1 

(7) (Reserved) 

(8) K. A. Duncan, of Philadelphia. Pa. 

(9) (Reserved) 

(10) l Reserved 1 

(11) IReservedl 

(12) (ReservedI 

< 13> (Reserved! 

(14) E. V. Hopkins, of Washington, 
D.C. 

(15) (Reserved) 

(16) IReservedl 

< 17) Hughes A. King, of Dallas. Tex. 

< 18 > John J. Delsher, of Philadelphia, 
Pa. 

(19) Hugh J. McConvllle, of Dallas, 
Tex. 

(20) Albert D. Oltman, of Los Angeles. 
Calif. 

(21) Frank W. Pence, of Washington, 
D.C. 

(22) Harry Rode, of Dallas. Tex. 

(23) Edward N. Sambol. of Chicago, 
HI. 

(24) IReservedl 

(25) Oliver J. McCarron, of Phila¬ 
delphia, Pa. 

(26) t Reserved 1 

(27) Norbert C. Greene, of Philadel¬ 
phia. Pa. 

(28) John R. Hayes, of Chicago. HI 

(29) R. P. Martin, of Dallas. Tex. 

(30) B. Rhodes, Jr., of Atlanta, Ga. 

(31) T. J. Swanson, Jr., of Atlanta. 
Ga. 

(32) Norman Camber, of Los Angeles, 
Calif. 

(33) Howard A. Morton, of Chicago. 
HI. 

(34) Jack Powell, of Chicago, HI. 

(35) Norman M. Reid, of Los Angeles, 
Calif. 

(36) Keller D. Thormahlen, of Dallas, 
Tex. 

(37) Jack Tuggle, of Los Angeles. 
Calif. 

§ 300.13 Exceptions. 

In the conduct of its affairs, In Indi¬ 
vidual cases or classes of cases, the 
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Association reserves the right, con¬ 
sistent with law. without prior notice 
and at any time, to alter or waive any 
of the requirements contained In this 
chapter or elsewhere or to Impose other 
and additional requirements; It further 
reserves the right, without prior notice 
and at any time, to amend or rescind 
any or all of the material set forth 
herein. 

PART 310—BYLAWS OF THE GOV¬ 
ERNMENT NATIONAL MORTGAGE 
ASSOCIATION 

aec. 

310.1 Bylaws of tbs Association. 

Appendix. 

§ 310.1 Bylaws of the A>«ori«lion 

The bylaws of the Government Na¬ 
tional Mortgage Association, duly 
adopted by the Secretary of Housing and 
Urban Development pursuant to section 
308 of the National Housing Act (12 
U.S.C. 1723) , are set forth In the follow¬ 
ing appendix. 

Appendix 

ARTICLE 1—GENERAL PROVISIONS 

Siqctton 1.01. Name. The name of the 
corporation la Government National Mort¬ 
gage Association (the “Association").. 

Sec. 1.02. Powers and Duties. There are 
hereby delegated to the Association, except 
aa otherwise provided In these Bylaws, all 
the powers and duties of the Association 
which are by law vested In the Secretary of 
Housing and Urban Development (the 
“Secretary"). 

Sac. 1.03. Principal Office and Other Of¬ 
fices. The principal office of the Association 
*haU be In the District of Columbia. Other 
offices of the Association shall be In such 
other places as may be deemed by the Secre¬ 
tary to be necessary or appropriate. 

Sac. 1.04. Seal. The seal of the Association 
shaU be of such design as shall be approved 
from time to Ume by the Secretary, and may 
be affixed to any document by Impression, by 
printing, by rubber stamp, or otherwise. 

Sec. 1.05. Fiscal Year. The fiscal year of the 
Association shall end on the thirtieth day 
of June of each year. 

ARTICLE 2—GENERAL POLICIES 

The Secretary of Housing and Urban De¬ 
velopment shall determine the general poli¬ 
cies of the Association. 

ARTICLE 3—THE OFFICERS 

Sro. 8.01. Number. The Executive Officers 
of the Association shall consist of a Presi¬ 
dent, one or more Vice Presidents, a Treas¬ 
urer, a General Counsel, a Secretary of the 
Association, and a Controller, and there shall 
be such other offloers. assistant officers, 
agents, attorneys, and employees as may be 
deemed necessary by the Secretary of Housing 
and Urban Development. 

Sec. 3.02. General Authority and Duties. 
All officers, agents, attorneys, and employeee 
of the Association shall have such authority 
and perform such duties In the management 
and oonduct of the buolness of the Associa¬ 
tion as may be provided In these Bylaws, as 
may be established by the Secretary not in¬ 
consistent with these Bylaws, or as may be 
delegated to them in a manner not Incon¬ 
sistent with these Bylaws. The President, 
each Vice President, and each Assistant Vice 
President are severally expressly empowered 
in the name of the Association to sign all 
contracts and other documents. Instruments, 
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and writings which call far execution by the 
Association In the oonduct of Its business and 
affairs, and to encumber, mortgage, pledge, 
convey, or otherwise alien any property which 
the Association may own or in which It may 
have an estate, right, tiUe. or Interest. 

Src. 3 03. Election. Tenure, and Qualifica¬ 
tions. The Executive Officers named In sec¬ 
tion 3 01 shall be appointed by the Secretary 
and shall serve without term. The officers, 
agents, attorneys, and employees of the As¬ 
sociation, other than Executive Officers, shall 
be appointed by the President or by any other 
Executive Officer to whom the President shall 
have delegated the authority. 

Sac. 3.04. Removal. Any officer, agent, at¬ 
torney. or employee may be removed by the 
Secretary. Other than an Executive Officer, 
any officer, agent, attorney, or employee may 
also be removed by the President or by any 
other Executive Officer having authority to 
choose or appoint the officer, agent, attorney, 
or employee. Any such removal shall not be 
effected In a manner Inconsistent with 
applicable law, these Bylaws, and the cor¬ 
porate charter. 

Sxc. 3.05. The President. The President 
•hall be the chief executive officer and shall 
have active executive management of the 
operations of the Association. Except aa may 
be otherwise provided by law. the corporate 
charter, these Bylaws, or the Secretary, the 
President of the Association shall have ple¬ 
nary power and authority to perform all 
duties ordinarily Incident to the office of 
President and such other duties as may be as¬ 
signed to him from time to time by the 
Secretary. The President may prescribe, 
amend, and rescind regulations (for publica¬ 
tion In the PttnuL Rxczbtoi or otherwise), 
requirements and procedures governing the 
manner In which the general business of the 
Association will be conducted and. In the 
exercise of discretion, shall have power to 
provide for Individual exceptions thereto. The 
President shall designate the sequence in 
which other officers, during the absence or 
inability to act of the President or during a 
vacancy In the ofllce of President, shall per¬ 
form the duties and exorclue the power and 
authority of the President; otherwise such 
designation shall be made by the Secretary. 

Sac 3 06. The Vice Presidents. Each Vice 
President shall have such powers and perform 
such duties as the Secretary may prescribe 
or as the President may delegate to him. 

Sec. 3.07. The Treasurer. The Treasurer 
shall be the financial officer, and. In general, 
shall perform all the duties ordinarily In¬ 
cident to the office of Treasurer and such 
other duties as may be assigned to him by the 
Secretary or by the President. The Treasurer 
may be required to furnish bond in such 
amount as shall be determined by the Sec¬ 
retary or the President of the Association and 
the premium for any such bond shall be paid 
by the Association. 

Sic. 3.08. The General Counsel. The Gen¬ 
eral Counsel shall be the principal consulting 
officer of the Association In all matters of 
legal significance or Import; shall be respon¬ 
sible for and direct all counsel, attorneys, 
employees, and agents in the performance of 
all legal duties and services for and on behalf 
of the Association; shall perform such other 
duties and have such other powers as are 
ordinarily Incident to the office of General 
Counsol; and shall perform such other duties 
as. from Ume to Ume. may be assigned to him 
by the Secretary or by the President of the 
Association. 

Sxc. 3.09. The Secretary of the Association. 
The Secretary of the Association shall be the 
custodian of records and of the seal of the 
Association; and, fn general, shall perform all 
the duties ordinarily incident to the office of 
corporate Secretary and such other duUee 
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as may be assigned to him by the Secretary 
of Housing and Urban Development or by 
the President of the Association. The Secre¬ 
tary of the AseoclaUon and any Assistant 
Secretary of the Association are expressly em¬ 
powered to attest all signatures and to affix 
the seal to all documents the execution of 
which on behalf of the AasoclaUon under its 
seal Is duly authorised. 

Sec. 3.10. The Controller. The Controller 
shall keep or cause to be kept full and ac¬ 
curate accounts of all assets, liabilities, com¬ 
mitments, receipts, disbursements, and other 
financial transacUons of the Association: 
shall certify vouchers for payment by the 
Treasurer or his designee, and shall desig¬ 
nate. with the written concurrence of the 
President, such other offlccn. agents, attor¬ 
neys. and employees, severally, who may so 
certify; and. In general, shall perform such 
other duties as from Ume to Ume may be 
assigned to him by the Secretary or by the 
President of the A ss o ciation. 

See. 3.11. Assistant Officers. Each assistant 
to an officer. Including but not limited to any 
Assistant Vice President, any Assistant Treas¬ 
urer. any Assistant General Counsel, and any 
Assistant Secretary of tho Association, and 
any other such assistant to any officer, shall 
perform such duties as are. from time to 
Ume. delegated to him. In writing, by the 
officer to whom he is an assistant, try the 
President, or by the Secretary. At the request 
of the officer to whom he is an assistant, an 
assistant officer may temporarily perform the 
duties of that officer, and when so acting 
■hall have the powers of and be subject to 
the restrictions Imposed upon such officer. 

ARTICLE 4—AMENDMENTS 

The power to alter, amend, or repeal these 
Bylaws, and to adopt new Bylaws Is retained 
by the Secretary of Housing and Urban 
Development. 

SUBCHAPTER 8—SPECIAL ASSISTANCE 
FUNCTIONS 

PART 320—DESCRIPTION 

gy 

320 1 Authority. 

320 3 Mortgages eligible for purchase. 

320 5 Fees or charges. 

320.7 Bclow-rnarket Interest rate mnrt- 

ga««. 

320.9 Financing of special a s sista n ce 
funcUons. 

Atmioarrr: The provisions of this Part 
320 Issued under sec. 309, 82 Btat. 540; 12 
U S.C. 1723a. 

| 320.1 Authority. 

The Special Assistance Functions of 
the Association are authorised by sec¬ 
tion 305 of the National Housing Act. 
to provide financing for selected types 
of mortgages that qualify under special 
housing programs. The Association also 
provides assistance, from time to time, 
through the purchase of home mortgages 
generally as a means of retarding or 
stopping a decline In mortgage lending 
and home building activities which 
threatens materially the stability of a 
high level National economy. 

§ 320*3 Mortgage* eligible for pur¬ 
chase. 

Operations under the Special Assist¬ 
ance FuncUons are confined, so far as 
Is practicable, to mortgages which are 
deemed by the Association to be of such 
quality as to meet, substantially and 
generally, the purchase standards Im¬ 
posed by private Institutional mortgage 
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Investors, but which, at the time the 
mortgages are offered lor purchase, are 
not necessarily readily acceptable to 
such Investors. When and as authorized 
by the President of the United States, 
or by the Congress, the Association an¬ 
nounces the Inauguration of Special 
Assistance Programs, specifying the 
types of mortgages that will be pur¬ 
chased. the prices to be paid therefor, 
and any special acceptability require¬ 
ments relating to such Programs. 

§320.5 Fmofrlmr^ct. 

Fees or charges for the Association's 
services under the Special Assistance 
Functions are established with the ob¬ 
jective that all related costs and ex¬ 
penses will be within the Income of the 
Association derived from the operations 
and that such operations trill be fully 
self-supporting. In connection with all 
purchases of mortgages, unless other¬ 
wise specified as to a particular Special 
Assistance Program, the Seller Is re¬ 
quired to pay a Purchase and Marketing 
fee. For the Issuance of commitments to 
purchase mortgages In the future, a 
Commitment fee Is also charged. 

§ 320.7 Brlovr-markr! Intercut rule 

mortgage*. 

The Association is expressly authorized 
to purchase bclow-market interest rate 
mortgages insured under sections 221 
(d) (3) and 221(h) of the National Hous¬ 
ing Act. As to these mortgages, the 
Association's operations are not required 
to be self-supporting. 

§ 320.9 Financing of ipreial a**h>lam*e 
function*. 

Funds required for operations of the 
Special Assistance Functions are ob¬ 
tained primarily by borrowings from the 
Secretary of the Treasury. Additional 
sources of funds are portfolio liquida¬ 
tions, sales of certificates of beneficial 
Interests or participations In mortgages, 
and net earnings. All of the benefits and 
burdens Incident to the administration 
of the Special Assistance Functions Inure 
solely to the Secretary of the Treasury. 

PART 330—ELIGIBLE SEILERS OF 
MORTGAGES 

8oc. 

330 1 General. 

330 3 Servicing faculties. 

330 S VA-guaranteed mortgages. 

330.7 FHA-Injured mortgages. 

330.0 Governmental instrumentality. 

330.11 Termination. 

Atmioamr: The provisions of this Part 
330 tasued under sec. 309. 82 Stat. 540; 12 
U.8.C. 1723a. 

§ 330.1 General. 

Designation of an eligible Seller to sell 
mortgages to the Association under its 
Special Assistance Functions Is consum¬ 
mated by the execution of a Selling 
Agreement. 

§ 330.3 Servicing facilities. 

The Selling Agreement requires the 
Seller, with respect to each home mort¬ 
gage offered or submitted for purchase, 
either (a) to be qualified as & Servicer 
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by the execution of a Servicing Agree¬ 
ment and agree to service the mortgage 
or (b) to proffer facilities satisfactory 
to the Association for servicing the mort¬ 
gage. Sellers are not required to furnish 
servicing facilities in connection with 
the purchases by the Association of mul¬ 
tifamily mortgages. 

§ 330.5 VA-gunrantecd mortgage*. 

In order to be eligible to sell a VA- 
guaranteed mortgage to the Association, 
a seller must be acceptable to the Asso¬ 
ciation and also must come within one 
of the following three classifications: 

(a) Any lender that is classified by 
VA as a supervised lender under Chapter 
37 of title 38. United States Code, in¬ 
cluding any National bank, State bank, 
private bank, building and loan associa¬ 
tion. insurance company, credit union, 
or mortgage and loan company, that Is 
subject to examination and supervision 
by an agency of the United States or of 
any State, including the District of 
Columbia; 

(b) Any lender that Is an FHA-ap- 
proved mortgagee, as defined in i 330.7; 
or 

(c) Any other lender, if such lender 
lias a net worth of not less than $100,000 
In assets acceptable to the Association. 

§ 330.7 FHA-»n*urc«l mortgage*. 

In order to be eligible to sell an FHA- 
insured mortgage to the Association, a 
Seller must be acceptable to the Associa¬ 
tion and must be an FHA-approved 
mortgagee, which term does not include 
a mortgagee that has been approved on 
the basis of being a duly authorized loan 
correspondent of an approved mortgagee 
qualified with FHA to originate loans 
under the National Housing Act. 

§ 330.9 Governmental instrumentality. 

Except with respect to mortgages In¬ 
sured under sections 221(d) (3) or 221(h) 
of the National Housing Act. a State 
territorial, or municipal instrumentality 
cannot be become an approved Seller. 
§330.11 Termination. 

The Association may. upon notice as 
stipulated in the Selling Agreement, ter¬ 
minate the Agreement in whole or in 
part In accordance with the terms 
therein provided. 

PART 340—PURCHASE 
REQUIREMENTS 

Sec. 

340.1 Scope of port. 

340.3 Genera) requirements. 

340.5 Ownership. 

340.7 Original mortgagee. 

340 9 Mortgage Interest rate. 

340.11 Ottering periods. 

340.13 Maximum purchase price. 

340.15 Maximum mortgage amouut. 

340.17 Advances by seller. 

340.19 Credit. 

340.21 Property. 

340.23 Occupancy. 

340.25 Mortgage Uen. 

340.27 Title evidence. 

340.29 Hazard Insurance. 

340.31 Eligibility of VA mortgages. 


Autuooxtt; The provisions of tills Part 
340 issued under sec. 309. 82 Stat. 540; 12 
UjS.C. 1723a. 

§ 310.1 Scope of part. 

Tills part describes the general re¬ 
quirements and procedures governing the 
purchase by the Association of mortgages 
under the Special Assistance Functions 
Other requirements and procedures are 
set forth in greater detail In the Sellers' 
Guide of the Association. 

§ 310.3 General requirement*. 

As a condition precedent to the offer¬ 
ing of mortgages to the Association for 
purchase, the 8eller and the Association 
must have executed a Selling Agreement 
pursuant to Part 330 of this chapter. 
Any mortgage offered or submitted to the 
Association must meet the conditions 
contained In such Agreement. Each 
mortgage must meet all the requirements 
of the law. rules, and regulations tliat 
are applicable, and must also conform 
to any special acceptability requirements 
prescribed by the Association and to the 
pertinent requirements of this port. 

§ 3*10.5 Ovramliip. 

On the date of the Seller's offer to enter 
Into an Immediate purchase contract 
with the Association, the Seller must be 
the owner of the mortgage. 

§ 310.7 Original mortgagee. 

The Seller must be the original mort¬ 
gagee, and must not liavo made any prior 
sale of the mortgage offered to the 
Association. 

§ 310.9 Mortgage inter**! rate. 

Except for those below market Interest 
rate mortgages insured under sections 
221(d)(3) and 221(h), each mortgage 
must bear Interest at the highest rate 
permitted by FHA or VA Regulations for 
that type of mortgage at the time of 
Issuance of the FHA insurance commit¬ 
ment or the VA Certificate of Reasonable 
Value. 

§ 3 10.11 Offering period*. 

(a) Immediate purchase contract. 
Mortgages may not be offered to the 
Association for immediate purchase prior 
to the date of the related FHA Insurance 
commitment or VA Certificate of Rea¬ 
sonable Value, nor prior to the date of 
final disbursement of the loan proceeds; 
nor may they be offered later than 4 
months after the date of the Insurance 
or guaranty thereof. 

(b) Commitment contract . An offer of 
a commitment contract may not be de¬ 
livered to the Association prior to the 
issuance of the FHA insurance commit¬ 
ment or the VA Certificate of Reasonable 
Value. Subject to specific contractual 
treatment otherwise, an offer of a com¬ 
mitment contract covering a multifamily 
housing mortgage may not be delivered 
to the Association subsequent to the 
commencement of construction or 
rehabilitation. 

§ 340.13 Maximum purchase prior. 

The Association may not purchase any 
mortgage at a price in excess of par. 
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§ 310.15 Maximum mortgage amount. 

In general, the original principal obli¬ 
gation of mortgages purchased under the 
Special Assistance Functions must not 
exceed $17,500 for each dwelling unit, 
or $20,000 for each dwelling unit having 
four or more bedrooms. These limitations 
do not apply to mortgages covering prop¬ 
erty located In Alaska. Guam, or Hawaii; 
to mortgages Insured under section 220 
or title VIII of the National Housing Act; 
to mortgages insured under section 213 
of such Act and covering property located 
in urban renewal areas; to mortgages In¬ 
sured under title X of such Act with 
respect to new communities approved 
under section 1004 thereof; or. in certain 
circumstances of local tax abatement, to 
below-market interest rate mortgages In¬ 
sured under section 221(d)(3) of such 
Act. 

§ 310.17 Advance* by *ellrr. 

On the date of submission to the 
Association, each mortgage must be cur¬ 
rent with respect to matured Install¬ 
ments of principal. Interest, and deposits. 
The Seller, within the Immediately pre¬ 
ceding 3 months must not have advanced 
funds, nor have induced or solicited any 
advances of funds by another, directly or 
indirectly, for the payment of any 
amount required by the note or mortgage, 
except for interest accruing from the 
date of the note or the date of disburse¬ 
ment of the loan proceeds, whichever is 
later, to the day which precedes by 1 
month the due date of the first full in¬ 
stallment of principal and interest. 

§ 310.19 Credit. 

With respect to each mortgage, there 
should not be any circumstances of. or 
conditions affecting, the mortgagor, the 
present owner, or the affairs of either, 
that would cause the mortgage to become 
delinquent. 

§ 310.21 Property. 

With respect to each mortgage, there 
should not be any circumstances of, or 
conditions affecting, the mortgaged 
premises that would adversely affect the 
value or marketability of the mortgage 
or that would cause private Investors to 
regard the mortgage as unacceptable for 
prudent Investment. 

§ 310.23 Orcupancy. 

Subject to specific contractual treat¬ 
ment otherwise, the property securing a 
home mortgage must be occupied at the 
time the mortgage is submitted to the 
Association for purchase. The property 
securing a multifamily housing mortgage 
must, at the time the mortgage is sub¬ 
mitted to the Association for purchase 
be occupied to the extent that the income 
therefrom will cover all property ex¬ 
penses, carrying charges, and payments 
required by the mortgage. 

§ 340.25 Mortgage lien. 

Except in the case of certain FHA- 
lnsured home Improvement loans, each 
mortgage must be a first and paramount 
lien on the security of real property, and 
on the related personal property If any 


is required to secure the loan, subject 
only to liens for taxes not due and pay¬ 
able, acceptable special assessments not 
In arrears, and conditions, restrictions, 
and encumberances deemed by the As¬ 
sociation not to be material. 

§ 340.27 Title evidence. 

With respect to each mortgage, the 
title evidence to be delivered by the 
Seller must meet requirements prescribed 
by law or the applicable FHA or VA Reg¬ 
ulations. and must be in such form and 
substance as to meet the Association's 
title evidence requirements. 

§ 340.29 lla/jird insurance. 

Property securing each mortgage must 
be covered by kinds and amounts of 
hazard Insurance that meet all of the 
hazard insurance requirements of the 
Association. 

§ 340.31 Eligibility of VA mortgage*. 

To be eligible for purchase by the As¬ 
sociation. a VA-guaranteed mortgage 
must in all cases meet current require¬ 
ments set forth In the Sellers Guide. 

PART 350—SERVICING AND SALES 
OF MORTGAGES 

8ec. 

350.1 Servicing requirements. 

350.3 Service rts’ compensation. 

350.5 Sales 

Authoottv: The provision* of this Part 
350 issued under sec. 300, 82 Slat. 540; 12 
U.S.C. 1723a. 

§350.1 Servicing requirement*. 

A seller may not service mortgages of 
the Association unless it has qualified as 
an eligible Servicer and has executed a 
Servicing Agreement. The Servicer must 
establish that it has an office with serv¬ 
icing faculties satisfactory to the As¬ 
sociation located within approximately 
100 miles of the mortgaged property. 
When the mortgage is submitted for 
purchase, the Servicer (whether the 
Seiler, or another 8crvlcer that the Seller 
has previously ascertained is satisfac¬ 
tory to the Association) must have con¬ 
sented to service the mortgage, and must 
have executed documentary evidence of 
such consent. This requirement does not 
apply to multifamily housing mortgages. 

g 350.3 Servicer** compen»alion. 

The compensation of Servicers is at a 
contractual rate or rates, as agreed to by 
the Association and the Servicers. 

g 350.5 Sale*. 

Mortgages owned by the Association 
are available for sale to qualified In¬ 
vestors. Information concerning possible 
sales can be obtained from the regional 
offices listed in | 300.9 of this chapter. 

SUBCHAPTER C—MANAGEMENT AND 
LIQUIDATING FUNCTIONS 

PART 360—DESCRIPTION 

8cc. 

380.1 General. 

880.3 Financing. 

Aothojutt: The provision* of this Part 
360 Uaued under see. 300. 82 8tat. 540; 12 
US.C. 1723a. 


§360.1 General. 

Section 306 of the National Housing 
Act authorizes the Association to man¬ 
age and liquidate a portfolio of mort¬ 
gages acquired prior to. and pursuant to 
contracts entered into prior to. Novem¬ 
ber 1, 1954, and certain other mortgages, 
loans, and other obligations acquired and 
to be acquired subsequently from other 
Government agencies, In an orderly man¬ 
ner, with a minimum of adverse effect 
upon the home mortgage market and 
minimum lass to the Federal Govern¬ 
ment. Under the Management and Liq¬ 
uidating Functions, the Association also 
provides fiduciary services to itself and 
other Departments and agencies of the 
Federal Government, and guarantees se¬ 
curities Issued by private Institutions 
against pools of Federally underwritten 
mortgages and loans. 

§ 360.3 Financing. 

Funds required for the Management 
and Liquidating Functions are obtained 
principally through borrowings from the 
Secretary of the Treasury. Additional 
sources of funds are liquidations of the 
portfolio, sales of certificates of benefi¬ 
cial interests or participations In mort¬ 
gages, net earnings, and appropriations. 
The Association is also expressly author¬ 
ized to sell Its obligations to private In¬ 
vestors. The aggregate amount of such 
obligations issued to private investors, 
the proceeds of which are paid to the 
Secretary of the Treasury in reduction 
of the Association’s related indebtedness, 
may not exceed the Association’s owner¬ 
ship under such functions, free from any 
liens or encumbrances, of cash, mort¬ 
gages, and other approved securities. 
Such obligations arc not guaranteed by 
the United States and do not constitute 
a debt or obligation of the United States. 
All of the benefits and burdens Incident 
to the Management and Liquidating 
Functions inure solely to the Secretary 
of the Treasury. 

PART 370—MORTGAGE ACTIVITIES 

flee. 

370.1 Original portfolio. 

370.3 Purchase*. 

370.5 Servicing. 

370.7 Sales. 

Authority: The provision* of this Part 
370 Issued under sec. 309. 82 Slat. 540; 12 
US.C. 1723a. 

§ 370.1 Original portfolio. 

The Management and Liquidating 
Functions began on November 1, 1954, 
with the portfolio of mortgages and out¬ 
standing contracts owned by the Federal 
National Mortgage Association as of Oc¬ 
tober 31,1954. 

§ 370.3 Purcliaac*. 

The Association purchases obligations 
offered to it by the Secretary of Housing 
and Urban Development and mortgages 
of residential property offered to it by 
any Federal instrumentality. 

§ 370.5 Servicing. 

Home mortgages owned by the Asso¬ 
ciation under the Management and 
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Liquidating Function* are serviced as 
described in Part 350 of this chapter. 

§ 370.7 

Bales of mortgages owned under the 
Management and Liquidating Functions 
are consummated as described in Part 
350 of this chapter. 

PART 380—FIDUCIARY ACTIVITIES 

See. 

380.1 Ocncral. 

3808 Appropriations. 

AuTHomrrr: The provisions of this Part 
380 Issued under see. 300, 83 Stmt 540; 13 
US.C 1733a. 

§380.1 General. 

The Association U authorized by sec¬ 
tion 302(c) of the National Housing Act 
to create, accept, execute, and adminis¬ 
ter trusts and other fiduciary undertak¬ 
ings appropriate for financing purposes. 
In relation thereto, it is authorized to 
acquire and otherwise deal in any mort¬ 
gages or other types of obligations in 
which any department or agency of the 
United States listed In section 302(c) (2) 
of such Act may have a financial inter¬ 
est. Under its fiduciary powers, accounted 
for under the Management and Liqui¬ 
dating Functions, the Association cre¬ 
ates, accepts, and administers trusts 
consisting of Interests in mortgages and 
obligations, sells to private investors cer¬ 
tificates of beneficial interest, or partici¬ 
pations, In the mortgages or obligations 
or in the Interest and principal pay¬ 
ments derived therefrom, and provides 
for payment of interest and principal 
and for retirement of the participations. 
The Association under the Management 
and Liquidating Functions, In its ordi¬ 
nary corporate capacity as contrasted to 
its fiduciary capacity. Is expressly au¬ 
thorized to guarantee the participations. 

§ 380.3 Appropriations. 

There Is authority for Congress to ap¬ 
propriate such sums as may be necessary 
to enable the trustor of any trust (as de¬ 
scribed in $ 380.1) to pay to the Asso¬ 
ciation, as trustee, any insufficiency In 
aggregate receipts from the obligations 
subject to the trust to provide for the 
timely payment by the trustee of all In¬ 
terest or principal on the beneficial In-' 
teresta or participations related to such 
trust. 

PART 390—GUARANTY OF MORT¬ 
GAGE-BACKED SECURITIES 

Subpart A—Pail-Through Typo Securities 


fee. 

390.1 

Ocneral. 

390.3 

Eligible Issuers of securities. 

390.5 

Securities. 

390.7 
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390 9 
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390 11 
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Subpovf C—Mrtc^lontwi Pro v hi oat 

30035 Audit* and report*. 

39087 Application*. 

AtrrHoamr: The provision* of this Part 
390 treued under ne, 300. 83 0tat. 540; 13 
U.S.C. 1723a. 

Subpart A—Pass-Through Typo 
Securities 

§ 390.1 General. 

The Association is authorized by sec¬ 
tion 306(g) of the National Housing Act* 
upon such terms and conditions as It 
may deem appropriate, to guarantee the 
timely payment of principal of and In¬ 
terest on securities which ore based on 
and backed by a trust or pool composed 
of mortgages which are Insured by the 
Federal Housing Administration or the 
Farmers* Home Administration, or In¬ 
sured or guaranteed by the Veterans* Ad¬ 
ministration. The Association’s guaranty 
of mortgage-backed securities is backed 
by the full faith and credit of the United 
States. This subpart is limited to 
“pass-through** securities, including (a) 
“straight pass-through’* and <b) '’modi¬ 
fied pass-through" types, and does not 
purport to set forth all the procedures 
and requirements that apply to the Is¬ 
suance and guaranty of such securities. 
All such transactions are goremed by 
the specific terms and provisions of the 
Association’s Mortgage-Backed Securi¬ 
ties Guide and contracts entered into by 
the parties. Further information may be 
obtained from the Government National 
Mortgage Association, 451 Seventh Street 
8W.. Washington. D.C. 20414. 

§ 390.3 Eligible iwum of eecuriUr*. 

Any mortgagee, including a State or 
local governmental instrumentality, 
which has been approved by the Federal 
Housing Administration and which has 
adequate experience and facilities to Is¬ 
sue mortgage-backed securities may be 
approved for a guaranty by the Associa¬ 
tion. except that no guaranty shall be 
made of any security which Is tax exempt 
under the Internal Revenue Code of 1954. 
No Issue of securities will be approved 
for guaranty unless the issuer has net 
worth, in assets acceptable to the Asso¬ 
ciation, In the following amounts: 

(a) For straight pasa-through securi¬ 
ties, $100,000. 

(b) For modified pass-through securi¬ 
ties based on and backed by mortgages 
upon one- to four-family residences, < 1) 
not less than 2 percent of the first $5 
million of modified pass-through securi¬ 
ties outstanding after such issue, and (2) 
not less than 1 percent on all such secu¬ 
rities outstanding over $5 million, but In 
no case need such net worth exceed 
$250,000. 

<c> For modified pass-through securi¬ 
ties other than those described In para¬ 
graph Ob) of this section, (I) not loss 
than 3 percent of the first $5 million of 
modified pass-through securities out¬ 
standing after such issue, and <2) not 
less than 2 percent on the succeeding $5 
million of such securities, and (3) not 
less than 1 percent on all over $10 mil¬ 
lion. but in no case need such net worth 
exceed $500,000. 


§ 390.3 Securities. 

(a) iTutrumcnt*. Securities to be Is¬ 
sued pursuant to the provisions of this 
subpart may, at the option of the Issuer, 
be of one of the following types, but only 
one of such types may be Issued against 
any single pool of mortgages: (I) 
Straight pass-through securities, which 
provide for the payment by the Issuer 
to the holders of a proportionate share 
of the proceeds of principal and interest, 
as collected, on account of a pool of mort¬ 
gages, less servicing fees and other speci¬ 
fied costs approved by the Association; 
and (21 modified pass-through securi¬ 
ties. which provide for such payment, 
whether or not collected, of both speci¬ 
fied principal Installments and a fixed 
rate of interest on the unpaid principal 
balance, with ail prepayments bclnc 
passed through to the holder. In the case 
of delinquent mortgages in a pool back¬ 
ing modified pass-through securities, the 
issuer is required to make advances If 
necessary to maintain the specified 
schedule of interest and principal pay¬ 
ments to the holders, or at It* option, at 
any time 90 days or more after default 
of any such mortgage, the Issuer may 
repurchase such mortgage. Both straight 
pass-through and modified pass-through 
securities must specify the dates by 
which payments are to be made to the 
holders thereof, and must Indicate the 
accounting period for collections on the 
pool’s mortgages relating to each such 
payment, and the securities must also 
specify a date on which the entire prin¬ 
cipal to be collected will have been paid 
or will be payable. 

(b) Issue amount. Each issue of 
guaranteed securities must be In a 
minimum face amount of $2 million. The 
total face amount of any issue of securi¬ 
ties cannot exceed the aggregate unpaid 
principal balances of the mortgages In 
the pool. 

(c) Face amount of securities. The 
face amount of any security cannot be 
less than $25,000. 

(d) Transferability. Securities are 
transferable, but the share of the pro¬ 
ceeds collected on account of the pool 
of mortgages may not be payable to 
more than one holder with respect to 
any security. 

(e) Disclosure. The Issurer must dis¬ 
close both the average and the total 
coats to the Issuer of the mortgages in 
the pool, whether the issuer acquired the 
mortgages by origination or purchase 

§ 390.7 Mortgage*. 

Each Issue of guaranteed securities 
must be backed by a separate pool of 
mortgages which: 

(a) Are Insured under the National 
Housing Act or title V of the Housing 
Act of 1949. or insured or guaranteed 
under the Servicemen’s Readjustment 
Act of 1944 or chapter 37 of title 38. 
United States Code; 

(b) Have been insured or guaranteed 
no longer than 12 months prior to the 
date on which the Association Issues its 
commitment to guarantee the securities; 

(c> Will be replaced by the issuer if 
found defective by the Association at 
any time prior to 4 months after the 


FEDERAL REGISTER, VOi. 36. NO. 346—WEDNESDAY, DECEMBER 22, 1971 







date on which the Association Issues its 
guaranty of the securities; and 

<d) Meet such other standards of ac¬ 
ceptability as may be prescribed by the 
Association. 

§ 390.9 Pool adminUlrnlion. 

The Association will not guarantee 
securities if the pool arrangement pro¬ 
posed by the issuer does not satisfac¬ 
torily provide for: 

(a) Servicing of the mortgages in the 
pool; 

(b) Segregation of the cash flow from 
mortgages in the pool from the other 
assets of the issuer; 

(c) Timely payment of principal and 
interest, in accordance with the terms 
of the guaranteed securities; 

(d) Notification to the Association of 
an impending default, on the part of the 
issuer. In adequate time for the Associa¬ 
tion to make timely payments on the 
securities; and 

(e) Delivery to a designated custodial 
agent satisfactory to the Association of 
the mortgage notes or other evidences of 
indebtedness secured by the mortgages In 
the pool and protection of the Associa¬ 
tion's interest in all assets In the pool as 
collateral for its guaranty. 

§390.11 Exccm collateral. 

The Issuer shall maintain, for the 
benefit of the Association, excess collat¬ 
eral in assets acceptable to the Associa¬ 
tion of 3 percent of the amount of guar¬ 
anteed securities outstanding. In lieu of 
such excess collateral the Association 
may accept a bond or other assurance of 
the faithful performance of the fiduciary 
responsibilities of the issuer. 

§ 390.13 Guaranty. 

With respect to straight pass-through 
securities, the Association guarantees the 
timely payment to the security holder 
of the proceeds of principal and Interest, 
as collected, as undertaken In the As¬ 
sociation's guaranty appearing on the 
face of the security. With respect to 
modified pass-through securities, the As¬ 
sociation guarantees the timely payment, 
whether or not collected, of the fixed 
rate of interest on the outstanding bal¬ 
ance and the specified principal install¬ 
ments, as undertaken In the Association's 
guaranty appearing on the face of the se¬ 
curity. As to straight pass-through type 
securities, any failure or inability of the 
issuer to make payment os due. to the 
holders of the securities, from the pro¬ 
ceeds from the pool of mortgages which 
have been collected, or because of failure 
to make collections, under reasonable and 
accepted standards of mortgage servic¬ 
ing, shall constitute a default of the 
issuer. As to modified pass-through se¬ 
curities, any failure or inability of the 
issuer to make fixed or other payments 
as due shall be deemed such a default. 
Upon any default by the issuer and pay¬ 
ment under Its guaranty by the Asso¬ 
ciation, or any failure of the issuer to 
comply with the terms of the guaranty 
transaction, the Association may insti¬ 
tute a claim against the excess collateral, 
or against any assurance in lieu of excess 
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collateral, or may, pursuant to section 
306(g) of the National Housing Act, 
extinguish all the ownership, control, or 
other interest of the Issuer in the pooled 
mortgages, by letter directed to the is¬ 
suer and making the mortgages the 
absolute property of the Association, 
subject only to unsatisfied rights therein 
of the holders of the securities, or the 
Association may do both. 

§390.15 Fe«. 

The Association may impose applica¬ 
tion and guaranty fees, which may vary 
for straight pass-through and modified 
pass-through issuances. 

Subpart B—Bond-Type Securities 

§ 390.21 General* 

(a) In addition to the “pass-through" 
securities dealt with in subpart A of this 
part, the Association is authorized by 
section 306(g) of the National Housing 
Act, upon such terms and conditions as 
it may deem appropriate, to guarantee 
the timely payment of principal of and 
interest on securities of the “bond-type" 
which are based on and backed by a trust 
or pool composed of mortgages which are 
insured by the Federal Housing Ad¬ 
ministration or the Farmers* Home 
Administration, or insured or guaran¬ 
teed by the Veterans* Administration. 
The Association’s guaranty of mortgage- 
backed securities 1s backed by the full 
faith and credit of the United States. 

<b) Sections 390.21 through 390.35 
deal with such “bond-type*' securities 
and do not purport to set forth all the 
procedures and requirement* that apply 
to the issuance and guaranty of such 
securities. All such transactions are gov¬ 
erned by the specific terms and provi¬ 
sions of the contracts entered Into by 
the parties. Further information may be 
obtained from the Government National 
Mortgage Association. 451 Seventh 
Street 8W„ Washington. D.C. 20414. 

§390.23 Eligible Usuera. 

Any corporation, trust, partnership, or 
other entity with a net worth in assets 
acceptable to the Association of $50 
million or more, and which has the 
capability to assemble acceptable and 
eligible mortgages in sufficient quantity 
to support required minimum issuances 
of securities, may be approved for a 
guaranty by the Association. Further, 
the Association reserves the right to limit 
the number of issuers in the interest 
of conducting an orderly market of secu¬ 
rities of this type, 

§ 390.25 SccuritU*. 

(a) Instruments . Securities to be is¬ 
sued pursuant to the provisions of this 
subpart may be in registered or bearer 
form. Each security shall have terms 
acceptable to the Association and shall 
specify its principal amount, the interest 
rate, and the maturity date, and the 
securities may Include call provisions 
and other characteristics depending on 
current market conditions. 

<b> Issue amount. Until further au¬ 
thorization is given, each issue of guar¬ 
anteed securities must be In a minimum 
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face amount of $100 million, and no 
single maturity of an Issue may be in 
face amount less than $100 million 
unless the total issue exceeds $200 
million. The total of the outstanding 
principal balances of the mortgages 
upon which any issue is originally based 
and backed must be at least equal to 
100 percent of the face amount of the 
Issue of guaranteed securities. Such ratio 
as may be required by the governing 
trust arrangements, between mortgages 
and other pooled assets and securities 
outstanding at any one time, shall be 
maintained, subject to adjustment with 
the approval of the Association in accord 
with such trust arrangements. 

(c) Face amount oj securities. The 
face amount of any security cannot be 
less than $25,000. 

(d) Transferability. Securities are 
transferable but. if registered, are trans¬ 
ferable. as to the Association and the 
issuer, only on the books of a fiscal agent 
as shall be agreed upon by the Associa¬ 
tion and the issuer. 

(e) Treasury approval. Issues of $100 
million or larger will be subject to 
approval of the Secretary of the 
Treasury. 

§ 390.27 Mortgage*. 

Guaranteed securities issued under 
these provisions must be based on and 
backed by mortgages pooled under trust 
arrangements satisfactory to the Asso¬ 
ciation. Such mortgages must: 

(a) Be Insured under the National 
Housing Act or title V of the Housing Act 
of 1949, or insured or guaranteed under 
the Servicemen's Readjustment Act of 
1944 or chapter 37 of title 38, United 
States Code. 

(b> Have been Insured or guaranteed 
no longer than 12 months prior to the 
date on which the Association issues Its 
commitment to guarantee the securities; 
and 

(c) Meet such other standards of ac¬ 
ceptability and eligibility as may be 
prescribed by the Association from time 
to time for the Issue of mortgage-backed 
securities of the bond type. But with 
respect to any particular Issue of securi¬ 
ties. the related mortgages shall meet 
only such standards os may be In effect 
or Imposed at the time of the Issuance 
of the related commitment to guarantee. 

§ 390.29 Tru**l urrungcmrnt*. 

(a) The pool of mortgages, together 
with all proceeds thereof and all other 
assets backing each issue of “bond-type" 
securities, shall be held and administered 
by a corporate trustee w hich Is subject to 
Federal or State regulation and which is 
acceptable to the Association. The issuer 
of the securities may qualify as trustee; 

(b) The trust agreement which will be 
executed by the issuer, the trustee and 
the Association and which may be re¬ 
opened subject to the approval of the 
Association, will provide for: 

(1) The Issuance of the securities, in¬ 
cluding the size or other ceilings of the 
Issuance or issuances, the nature and 
provisions of the securities, the principles 
and methods of sale and distribution, and 
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other material matters pertaining to 
issuance; 

(2) Conveyance of the pooled mort¬ 
gages to the trustee, in trust, to provide 
the base and backing for the securities 
and otherwise for purposes of the trust 
arrangements, and custody of mortgage 
documents; 

(3) Administration of the trusts to In¬ 
clude servicing and retirement of the 
securities, and servicing of the mort¬ 
gages through their payment or other 
liquidation; 

(4) Principles and methods with re¬ 
spect to reporting requirements, the han¬ 
dling of losses realized from the pooled 
mortgages, defaults by the issuer, and 
other appropriate matters; 

(5) Timely payment of principal and 
Interest In accord with the terms of secu¬ 
rities issued; 

(«i Segregation of the cash and other 
assets flowing or resulting from the 
pooled mortgages; 

(7) Reinvestment of accumulations of 
proceeds from the pooled mortgages and 
other assets to the extent necessary to 
provide adequately for the payment of 
securities; 

(8) Notification to the Association of 
any impending default of any payment 
of the securities, in order that the As¬ 
sociation may make timely payments 
thereon; 

(9) It is expected that the trustee and 
Issuer or issuers, together or separately, 
may contract out. consistent with cus¬ 
tomary and accepted practices, some or 
all of the responsibilities with respect to 
all tho foregoing. 

§ 300.31 Guaranty. 

With respect to bond-type securities, 
the Association will guarantee the timely 
payment of principal of and interest on 
such securities, subject to the terms and 
conditions thereof. The agreements and 
contracts among the parties will provide 
upon default of the issuer for the right 
of the Association, pursuant to section 
306(g) of the National Housing Act. to 
take title to the mortgagee and other 
assets that are subject to the trust ar¬ 
rangements, and to proceed against other 
assets of the Issuer to the extent neces¬ 
sary to satisfy Its own claims and the 
right' of the holders of securities then 
outstanding. Such action by the Asso¬ 
ciation shall be taken subject to an ac¬ 
counting to the Issuer. 

S 390.33 Fee*. 

The Association'may Impose applica¬ 
tion and guaranty fees, which may vary 
with relation to the size or risk of the 
guaranty transaction undertaken. 

Subparl C—Miscellaneous Provisions 

8 390.35 AtuliU and report*. 

The Association may at any time audit 
the books and examine the records of 
any issuer, mortgage servicer, trustee, or 
agent or other person bearing on its 
guaranty of mortgage-backed securities, 
and may require periodic reports from 
such persons. 
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§ 390.37 Application*. 

Applications for guaranty should be 
submitted to the Association's home office 
located at 451 Seventh Street 8W.. 
Washington, D.C, 20414. 

Chopter IV—Office of Assistant 
Secretary for Housing Management 

Part 

490 Advances for public works plan¬ 

ning. 

491 Grants for advance acquisition of 

land. 

PART 490—ADVANCES FOR PUBLIC 
WORKS PLANNING 

Subport A—Advene** for FvWU WoHtt Henning 
(Flat Program) , 

Sec. 

400.1 D«am turns. 

490.2 Purpose of the act. 

4903 Advance#. 

490.4 Apportionment of funds. 

490.5 Submission of applications. 

490 6 Types of public warts 
400.7 Conformity to over-all plan. 

400 8 Arrangements foe construction. 

490.9 Agreements. 

490.10 Plan preparation. 

490.11 Payment to applicants. 

490.12 Repayment of advances. 

490.13 Records and document*. 

490.15 Operating procedures and Instruc¬ 

tions. 

490.16 Reports to the Administrator. 

400.17 Interest of member of or delegate to 

Congress. 

Sub port B—Advene** for Public Work* Hanning 
(Fiat, S*<ond, and Third Progrorm): D*1*rml~ 
notlons With R«»p*ct to liability for Repayment 
of Advanc** 

490.30 Purpooo, 

490.31 Definitions. 

490.33 Repayment of advance. 

490.33 Advance repayable In full. 

490.34 Proportionate repayment of advance. 
40035 Advance not presently repayable. 

490 36 Termination of liability. 

49037 Termination of agreement. 

49038 Termination of liability as result of 

Accelerated Public Works grant. 

Subpart A—Advances for Public 
Works Planning (First Program) 

Authowtt : The provisions of this Sub¬ 
part A issued under sec. 501, 56 Stat. 791; 60 
U.S.C. App. 1671. Reorg. Plan No. 17 of 1950, 
15 PA. 3177; 3 CFR. 1950 8upp. 

Nor*: This program Is now In Revolving 
Fund for Liquidating Programs (12 U.B.O. 
1701g-l). All reference* in this part to “Ad-' 
minis trmtor~, "Administration", '•Commis¬ 
sioner". etc. mean "the Secretary of Housing 
and Urban Development" (42 OAO. 3534). 

8 490.1 Definitions. 

For the purpose of this Rubpart, the 
following terms shall be construed, re¬ 
spectively, to mean: 

(a) Act . Title V of the act of Congress 
of October 3, 1944, entitled the "War 
Mobilization and Reconversion Act of 
1944" <58 Stat. 791; 60 UJ3.C. App., 
1671) which provides for assistance to 
States and other non-Federal public 
agencies In the plan preparation of their 
proposed public works. The authority 
to make new loans or advances expired 


on June 30. 1947, under the provisions of 
section 603 of the War Mobilization and 
Reconversion Act of 1944, 58 Stat. 792. 

(b) Administrator. The Housing and 
Home Finance Administrator, Housing 
and Home Finance Agency. 

(c) Administration. The Community 
Facilities Administration, an organiza¬ 
tion unit within the Office of the Admin¬ 
istrator, Housing and Horae Finance 
Agency, which is authorized to admin¬ 
ister the act. 

(d) Commissioner. The Community 
Facilities Commissioner. Community Fa¬ 
cilities Administration. Office of the Ad¬ 
ministrator, Housing and Home Finance 
Agency. 

(e) State. Any one of the several 
States of the United States, the District 
of Columbia, Alaska. Hawaii, or Puerto 
Rico. 

(f) Public agencies. The States and 
their agencies and political subdivisions 
established by law and which have basic 
authority to construct public works. 

(g) Applicant. Any public agency 
which makes application for Federal 
Assistance under the act and this 
subpart. 

(h> Application. The document or 
documents, Including amendments and 
communications, filed with the Admin¬ 
istration by the applicant for an ad¬ 
vance of funds for plan preparation. 

(I) Plan preparation. Architectural 
engineering, and economic Investiga¬ 
tions and studies, surveys, designs, plans, 
working drawings, specifications, esti¬ 
mates of costs, procedures and other 
planning activities in advance of the con¬ 
struction of specific public works. 

(J) Advances. The Federal funds ad¬ 
vanced under the authority of the act 
and this subpart to any public agency to 
aid In financing the cost of plftn 
preparation. 

(k) Agreement. Tho document exe¬ 
cuted by the applicant and the Admin¬ 
istration covering the terms and condi¬ 
tions of an advance and the repayment 
thereof. 

8 490.2 Purpose of the act. 

The act authorizes the Housing and 
Home Finance Administrator to make 
loans or advances to public agencies in 
order to encourage and to assist them in 
completing the plan preparation of use¬ 
ful public works, thereby developing a 
reserve of non-Federal public works 
which can be placed under construction 
with a minimum of delay as circum¬ 
stances warrant. 

g 490.3 Advance*. 

(a) The act authorizes assistance in 
the form of loans or advances of Fed¬ 
eral funds, but In order to simplify the 
administration of the act this subpart 
Limits assistance to advances. 

<b> The making of an advance does 
not in any way commit the Congress of 
the United States to appropriate funds 
to undertake any public works planned 
with the proceeds of such advance. 

(e) The applicant In accepting an ad¬ 
vance for plan preparation Agrees that 
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it will not accept any loan from any 
Federal agency for tho construction of 
the public work planned in whole or In 
part with such advance unless the mak¬ 
ing of such construction loan shall be 
specifically authorized by Federal law. 

(d) An advance shall not be required 
to be repaid until the construction of tho 
public work for which the advance is 
made is undertaken or started as pro¬ 
vided in f 490.12. Until such con¬ 
struction is undertaken or started tho 
advance shall not be deemed by the 
United States to be a debt or obligation 
within tho meaning of any constitutional 
or statutory limitation. 

(e) No interest charge shall be made 
for any advance. 

(f) Advances shall not be approved to 
reimburse the applicant for any disburse¬ 
ment made or to defray any costs in¬ 
curred prior to the approval of an ap¬ 
plication. Funds advanced shall not bo 
used to defray the cost of any contract 
entered into by the public agency prior 
to the approval of the application for 
an advance If In such contract the public 
agency has agreed to finance the plan 
preparation from other funds. 

(g) Funds advanced shall not be used 
for the acquisition of land or any interest 
In land. 

g 490.1 Apportionment of fund*. 

Funds appropriated for tho making of 
advances under the act shall be appor¬ 
tioned among the several States in the 
following manner: 

(a) Ninety percent in the propor¬ 
tion which the population of each State 
bears to the total population of all the 
States, as shown by the Federal census 
of 1940: 

(b) States whose apportionments do 
not total one-half of l percent of 
the total amount appropriated for ad¬ 
vances after the above distribution shall 
have their apportionments increased to 
that percentage from the 10 percent 
available for discretionary use: and 

(c) The balance of the funds as may 
be determined by the Commissioner with 
the approval of the Administrator. 

§ 490.3 Submission of Application*. 

Applications for advances for plan 
preparation shall be submitted to the 
Regional Offices of the Office of the Ad¬ 
ministrator. Housing and Home Finance 
Agency. 

§ 490.6 Type* of public work*. 

(a) Applications for advances for the 
plan preparation of the following types 
of public works of States and other non- 
Federal public agencies are eligible under 
the provisions of the act: 

(1) Highways, roads and streets, for 
which other Federal funds are not 
legally available, which shall consist of 
highways, roads, and urban streets, in¬ 
cluding such items as culverts, drainage 
facilities, sidewalks, curbs and gutters, 
guard rails and guard walls, road and 
street lighting, traffic control facilities, 
roadside landscaping, and other similar 
work. 

(2) Bridges, viaducts and grade sepa¬ 
rations. for which other Federal funds 


are not legally available, which shall 
consist of bridges, viaducts, grade sepa¬ 
ration structures, grade crossing cllml- 
natlons, tunnels, and other similar work. 

<3) Airports, for which other Federal 
funds are not legally available, which 
shall consist of all types of public air¬ 
port buildings and landing facilities, in¬ 
cluding such items as terminal buildings, 
hangars, administration buildings, grad¬ 
ing. leveling and seeding of land fields, 
construction of runways, taxi strips, 
aprons, landing platforms, seaplane 
ramps, drainage faculties, lighting facul¬ 
ties, airway markers and beacons, and 
other airport and Airway faculties. 

(4) Sewer, water, and sanitation facu¬ 
lties, which shall consist of sewer sys¬ 
tems. including such items as sewage 
treatment and disposal plants, sanitary 
sewers, storm sewers, and drainage sys¬ 
tems; water systems. Including such 
items as water supply and storage, water 
treatment plants, pumping stations, 
water distribution and irrigation sys¬ 
tems; and sanitary faculties such as in¬ 
cinerator plants, malarial control facul¬ 
ties. and other simUar work. 

(5) Schools and other educational 
faculties, which shaU consist of public 
school faculties such as school buildings, 
administration buildings, auditoriums, 
gymnasiums, and dormitories; public 
libraries: and other educational facul¬ 
ties. 

<6> Hospitals And health faculties, 
which shall consist of public hospitals, 
nurses' homes, clinics, health centers and 
laboratories, sanitariums and other 
health faculties. 

(7) Other public buildings, which 
shall consist of city halls, courthouses, 
Institutional buildings, administrative 
buildings, police and lire stations, ar¬ 
mories, garages, storage buildings, com¬ 
munity buildings, and other public budd¬ 
ings not included under subparagraphs 

(3), (5), (6), (8), and (9) of this para¬ 
graph. 

(8) Parks and other recreational fa¬ 
culties, which shall consist of public 
parks, playgrounds, fairgrounds, and 
other recreational facilities, not in¬ 
cluded under subparagraph (5) of this 
paragraph, including such items as rec¬ 
reation centers, gymnasiums, athletic 
fields, swimming pools, tennis courts, 
and other such recreational faculties. 

(9) Miscellaneous public facilities, 
which shall consist of other types of pub¬ 
lic faculties such as transportation fa¬ 
culties, port facilities, electric power 
plants, and distribution systems, public 
docks, wharves and piers, non-Fcderal 
river and harbor Improvements, and 
other miscellaneous public faculties. 

(b) The following types of public 
works are not eligible for assistance un¬ 
der the provisions of the act: 

(1) Public housing projects of Federal, 
State or local housing agencies or au¬ 
thorities. 

(2) Federal projects of Federal de¬ 
partments, agencies, and instrumentali¬ 
ties. 

(3) Federal-aid and State highway 
projects of the Federal Public Roads 


21703 

Administration and the State Highway 
Departments. 

§ 490.7 Conformity to over-all plan. 

Each application for an advance for 
plan preparation shall contain evidence 
that the public work to be planned con¬ 
forms to an over-all State, local or re¬ 
gional plan approved by competent 
State, local or regional authority. Where 
no legally authorized over-all planning 
agency exists, evidence of the approval 
of tho proposed public work by the au¬ 
thority having Jurisdiction thereof shall 
bo required. 

§ 490.8 Arrangement* for connlroctiun. 

Each application shall contain evi¬ 
dence that the applicant has basic legal 
authority to finance and construct the 
public works, and that it plans and rea¬ 
sonably expects to initiate the construc¬ 
tion of the proposed public works within 
4 years after the receipt of the ad¬ 
vance and to prosecute the public works 
to completion. 

§ 490.9 Agreement*. 

(a) An agreement between the ap¬ 
plicant and the Service shall be executed 
for each advance on a form furnished ^ 
by the 8ervice. No payment on any ad¬ 
vance shall be made by the United States 
unless and until such agreement has been 
executed. 

(b) Subsequent to execution of the ad¬ 
vance agreement, no change shall bo 
made which will increase the amount of 
the advance of the Federal Government 
or alter Its terms or conditions except 
upon agreement with the Service. 

§ 490.10 Plan preparation. 

(a) The applicant shall be responsible 
for the character, adequacy, and method 
of plan preparation. In accordance with 
acceptable professional practices, and 
upon the receipt of the Initial payment 
shall take prompt steps to initiate and 
prosecute the plan preparation to 
completion. 

(b) The applicant agrees that It will 
use the funds advanced only for the plan 
preparation for the public work for which 
the advance Is made and that such plan 
preparation will be adequate and suitable 
for the purpose Intended to be served by 
tho advance. 

(c) If the plan preparation is per¬ 
formed on a contractual basis. State or 
local regulations affecting employment 
within the professions involved shall be 
observed. 

<d> If the applicant uses its own em¬ 
ployees for the plan preparation, only 
those costs Incurred by the applicant for 
the plan preparation which would not 
have been incurred except for such plan 
preparation shall be paid with the fundi 
advanced. 

§ 490*11 Pay uiml to applicant*. 

Upon execution of the agreement a 
partial payment of the agreed advance 
may be made by the Administration to 
tho applicant. Final payment shall not 
be made until the plan preparation has 
been completed and final costs deter¬ 
mined. Any funds advanced which are 
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found to bo in excess of the final costs 
Incurred by the applicant in the plan 
preparation shall be promptly refunded. 

§ tOO. 12 Rcpaj men! of advance*. 

Each advance shall be repaid in full 
without interest by the applicant when 
the construction of the public work for 
which the advnnce is made is undertaken 
or started. The construction shall be 
considered as undertaken or started 
when the first construction contract is 
awarded or the applicant begins con¬ 
struction with its own forces. 

§ 490.13 Record* and «loeumcnt*. 

Applicants shall keep accurate 
accounting records of all costs involved 
in connection with plan preparation. 
The accounts and records of the appli¬ 
cants shall be open at all times to in¬ 
spection by the authorized representa¬ 
tives of the Administration, and copies 
shall be furnished when requested. The 
applicant shall furnish the Administra¬ 
tion a copy of any contract for architec¬ 
tural or engineering services for any 
other contract entered into in connec¬ 
tion with plan preparation immediately 
upon execution thereof. 

When requested by the Administration, 
the applicant shall furnish a report on 
the progress of plan preparation. 

g 490.15 Operating procedure** and in¬ 
struction*. 

The Commissioner Is hereby authorized 
to issue such operating procedures and 
instructions not in conflict with Federal 
law or with this subpart as he may deem 
necessary for carrying out the provisions 
and effectuating the purposes of the act 
and this subpart, and all such operating 
procedures and instructions issued by 
him shall be and continue In full force 
and effect from the date on which issued 
or made effective until modified or re¬ 
voked by him. 

§ 490.16 Report* lo the Aduiini*tri*tur. 

The Commissioner will submit to the 
Administrator a semi-annual report of 
operations under the act and such other 
special reports as he may request. 

g 490.17 Interest of member of or dele¬ 
gate to Gongrc**. 

No member of or delegate to Congress 
or resident commissioner, shall be ad¬ 
mitted to any share or part of any agree¬ 
ment providing for the making of an 
advance, or to any benefit arising from 
any such agreement. 

Subpart B—Advances for Public 

Works Planning (First, Second, and 

Third Programs): Determinations 

With Respect to Liability for Repay¬ 
ment of Advances 

ArTHOiUTT: Tho provisions of this Sub- 
part B Issued under see. 602. 62 Stat. 1283; 
12 UJS.C. 1701 c: and sec. 702; 40 UJB.C. 462. 

§ 490.30 Purpose. 

The regulations In this Subpart B pre¬ 
scribe standards forming the bases for 
determinations with respect to liability 
for repayment of a pla nn i n g advance 
under the following programs: 
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(a) Advances for Public Works Plan- 
ning (First Program). Title V of War 
Mobilization and Reconversion Act of 
1944, as amended, 50 UJ3.C. 1671. 

lb) Advances for Public Works Plan- 
nlng (Second Program). Act of October 
13. 1949. entitled “An Act to provide for 
the advance planning of non-Fedcral 
public works," as amended. 40 U.8.C. 451. 

(c) Advances for Public Works Plan¬ 
ning (Third Program). Section 702 of 
Housing Act of 1954. as amended. 40 
U.S.C. 462, 


§ 490.31 Definition*. 

For the purpose of this subpart, the 
following terms shall be construed, re¬ 
spectively, to mean: 

(a) Administrator. The Housing and 
Home Finance Administrator. 

(b) Applicant. Any public agency or 
Indian tribe which has obtained a plan¬ 
ning advance. 

(c) Final plans. Final plans are 
based on preliminary planning and in¬ 
clude preparation of all detailed plans 
and specifications required to award con¬ 
struction contracts and complete the 
project for its intended use. 

Id) Planning advance. The Federal 
funds advanced under Title V of War 
Mobilization and Reconversion Act of 
1944. as amended. 50 UB.C. 1671. Act of 
October 13, 1949, as amended, 40 U.8.C. 
451, or section 702 of Housing Act of 1954, 
as amended. 40 UJS.C. 462, to any public 
agency or Indian tribe to aid in financing 
the cost of plan preparation. 

(e) Planning agreement. The docu¬ 
ment executed by the applicant and the 
United States of America covering the 
terms and conditions of a planning ad¬ 
vance and the repayment thereof. 

(f) Proportionate payment. Partial 
repayment of the planning advance ac¬ 
cepted in full satisfaction of the obliga¬ 
tion to repay under the law and planning 
agreement 

§ 490.32 Repayment of advance. 

Each planning advance shall be repaid 
by the applicant without interest when 
the construction of the public work 
planned is undertaken or started: Pro¬ 
vided . That in the event repayment is 
not made promptly, such unpaid sum 
shall bear interest at the rate of 4 per 
centum per annum from the date of the 
Administrator’s demand for repayment 
to the date of payment 

§ 490.33 Advance repayable in fall. 

If the Administrator determines that 
a public work placed under construction 
Is essentially the same as the public work 
planned with the Federal advance, the 
advance shall be repayable in full. An 
advance may be repayable in full even 
though there arc some elements of dis¬ 
similarity, but these should be relatively 
minor and few in relation to the total 
scope of the project. An advance for 
preparation of final plans shall be re¬ 
payable in full regardless of the number 
of minor changes provided the scope or 
size of the project constructed is ap¬ 
proximately the same as that of the 
project planned. 


§ 490.34 Proportionate repayment of 
advance. 

(ft) If the Administrator determines 
that construction of only a portion of a 
planned project or of a separate segment 
of a planned project lias been under¬ 
taken. a proportionate repayment of the 
advance shall be due. The Administra¬ 
tor will determine the amount of such 
proportionate repayment by making a 
comparison of the project planned with 
the advance to the project placed under 
construction. Such comparison shall 
take into consideration project type and 
scope and include such factors as spec¬ 
ifications. cost estimates, drawings, 
planning surveys, site location, subsur¬ 
face studies, and area served. This 
6 490.34(a) shall not be construed to 
supersede any agreement executed under 
the Third Advance Planning Program 
providing for a schedule of repayment 
under other terms. 

(b) If the Administrator determines 
that a proportionate repayment of the 
advance is due and that there is no rea¬ 
sonable likelihood that the remaining 
portions of the planned project will be 
placed under construction, liability for 
replayment of such remaining portion 
shall be terminated as provided under 
$ 490.36. If the Administrator deter¬ 
mines that there is a reasonable likeli¬ 
hood that such remaining portion will be 
placed under construction at a future 
date, liability for repayment of such 
portion shall be continued. 

g 490.35 Advance not presently repay¬ 
able. 

If the Administrator determines that 
construction of a project planned has 
not been undertaken or started but that 
there is reasonable likelihood that such 
construction will be undertaken or start¬ 
ed in the future, no change shall be made 
in the status of the advance. 

§ 490.36 Tcrtninnlion of liability. 

(a) If the Administrator determines 
that there is no reasonable likelihood 
that the public work, or a portion of the 
public work, planned with an advance 
will be constructed, all or a portion of 
the liability for repayment of such ad¬ 
vance shall be terminated. This deter¬ 
mination shall take into consideration, 
among other things, such factors as sig¬ 
nificant changes in population, technol¬ 
ogy, community needs, and governmental 
organizational structure of the appli¬ 
cant which would obviate the need for or 
diminish the usefulness of the planned 
project. 

(b) If the Administrator determines 
that there is no reasonable likelihood 
that the public work, or any portion of 
the public work, planned with an ad¬ 
vance will be constructed, liability for re¬ 
payment of the entire advance shall bo 
terminated. 

(c) If the Administrator determines 
that a proportionate repayment of an 
advance Is due and that liability for re¬ 
payment as to the remainder slrnil be 
terminated, such determination shall be 
based or*the considerations set forth un¬ 
der { 490.34. 
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<d) If no construction has been un¬ 
dertaken and the Administrator deter¬ 
mines that there Is no reasonable likeli¬ 
hood that the entire public work planned 
will be constructed, but that there Is rea¬ 
sonable likelihood that a portion there¬ 
of may be undertaken or started in the 
future, liability for repayment shall be 
terminated In part and shall continue as 
to the remainder. 

§ 490.37 Termination of agreement. 

If the Administrator determines In 
accordance with ! 490.36 that there Is no 
reasonable likelihood that the public 
work, or any portion of the public work, 
planned with an advance will be con¬ 
structed, the agreement for such advance 
will be terminated. 

§ 490,38 Termination of liability «« re¬ 
ft tilt of Accelerated Public Works 
grant. 

If construction of a public work 
planned with an advance made under 
the Third Advance Planning Program Is 
Initiated as a result of a grant-in-aid 
under the Public Works Acceleration 
Act. Pi. 87-657, 76 8tat, 541. there shall 
be no liability for repayment of such 
advance, under subsection 702(g) of the 
Housing Act of 1954. as added by sec¬ 
tion 6 of the Public Works Acceleration 
Act. If the Administrator determines 
that only a portion of the planned proj¬ 
ect has been constructed as a result of 
the grant-ln-aid assistance, a propor¬ 
tionate amount of the liability shall be 
terminated. The determination as to 
the amount of liability to be terminated 
shall be based upon the proportion that 
the scope of the Accelerated Public Works 
project as reflected in the approved ap¬ 
plication therefor bears to the scope of 
the project planned under the Third Ad¬ 
vance Planning Program. 

PART 491—GRANTS FOR ADVANCE 
ACQUISITION OF LAND 

Sec. 

401.1 Definitions. 

401.2 Grants for advance acquisition of land. 

401.3 Amount of grant. 

401 4 Requirements for assistance. 

401 S Diversion of land: repayment of grant. 

401.6 Appl 1 cation of other Federal laws. 

401.7 Eligibility of land for other Federal 

assistance. 

4018 Information, application forms, and 
appUcatious. 

Aimioimr: The provisions of this Part 
401 issued under aec. 7(d), 70 But. 670. sec. 
705(a). 79 8Ut. 402; 42 UJB.C. 3538(d), 42 
U^.C. 3108(a). 

Non: Now in Revolving Fund for Liqui¬ 
dating Programs (12 U.B.C. 1701g-6). 

S 491.1 Definition*. 

(a) "Local public bodies and agencies'* 
means any public corporate bodies or 
political subdivisions; public agencies or 
instrumentalities of one or more States 
(Including public agencies and Instru¬ 
mentalities of one or more municipalities 
or other political subdivisions of one or 
more States); Indian tribes; or boards 
or commissions established under the 
laws of any State to finance specific cap¬ 
ital improvement projects. 


(b) "Public purposes’* includes the 
construction of public works and facili¬ 
ties; retention of land as open space to 
be utilized for recreation, conservation, 
scenic, or historic preservation pur¬ 
poses; and other purposes recognized as 
public under applicable State law, sub¬ 
ject to such limitations as the Secretary 
may establish. 

(c> "Secretary” means the Secretary 
of Housing and Urban Development, or 
an officer authorized to perform the 
functions of the Secretary. 

(d) "Section 704" means section 704 
of the Housing and Urban Development 
Act of 1965 (Public Law 89-117), as 
amended by section 603 of the Housing 
and Urban Development Act of 1968 
(Public Law 90-448), 42 U.S.C. 3104. 

(e) "State" means the several States, 
the District of Columbia, the Common¬ 
wealth of Puerto Rico, and the terri¬ 
tories and possessions of the United 
States. 

§ 491.2 GrnnU for advance arquUltion 
of land. 

Grants may be made to States and 
local public bodies and agencies to as¬ 
sist in financing the acquisition of a fee 
simple estate or other interest In land 
planned to be utilized In the future for 
public purposes. 

g 491.3 Amount of grant. 

The amount of any grant may not 
exceed the aggregate amount of reason¬ 
able interest charges on the loons or 
other financial obligations incurred by a 
State or local public body or agency to 
finance the acquisition of such land for a 
period not exceeding the lesser of (a) 5 
years from the date of acquisition of 
such land, or (b) the period of time be¬ 
tween the date on which the land was 
acquired and the date Its use begins for 
the purpose for which it was acquired. 
If all or any portion of the cost of the 
land Is not financed through borrowings, 
the amount of the grant shall be com¬ 
puted on the basis of the aggregate 
amount of reasonable Interest charges 
that the Secretary determines would 
have been required. 

8 491.4 Requirement* for a**i*t*»nre« 

(a) Grant assistance will be made 
available only If the Secretary deter¬ 
mines that: 

<1) The land Is planned to be utilized 
for a public purpose within 5 years after 
the date on which the contract to make 
such grant was entered into (unless the 
Secretory determines that due to un¬ 
usual circumstances a longer period of 
time is necessary and in the public in¬ 
terest and reports such determination to 
the Committees on Banking and Cur¬ 
rency of the Senate and House of Rep¬ 
resentatives) ; and 

(2) The utilization of the land for 
the public purpose will contribute to 
economy, efficiency, and the compre¬ 
hensively planned development of the 
area. 

(b) Grant assistance will be made 
available only If the applicant possesses 
adequate legal authority to finance the 


acquisition of the land, and demonstrates 
that the land will be utilized for the an¬ 
ticipated public purpose within a rea¬ 
sonable period of time (as required by 
paragraph (a)(1) of this section). 

§ 491.3 Divmion of land; repayment of 
grant. 

(a) Land acquired with assistance 
under section 704 may not be diverted 
from the purpose originally approved 
without the approval of the Secretary 
No such diversion may be approved un¬ 
less the Secretary finds that It Is in ac¬ 
cord with the then applicable compre¬ 
hensive plan for the area. In cases of 
diversion of land to other than a public 
purpose, the Secretary may require re¬ 
payment of the grant or substitution of 
land of approximately equal fair market 
value, whichever he deems appropriate, 

(b) An interim use of the land for a 
public or private purpose In accordance 
with standards prescribed by the Secre¬ 
tary. or approved by him, shall not con¬ 
stitute a diversion within the meaning of 
this section. 

§ 491.6 Application of other Federal 
Law*. 

(a) Grants authorized by section 704 
are subject to provisions of; 

(1) Title VI of the Civil Rights Act of 
1964. 42 U.S.C. 2000d—2000d—4, which 
provides that no person in the United 
States shall, on the ground of race, color, 
or national origin, be excluded from par¬ 
ticipation in. or be denied the benefits of, 
or be otherwise subjected to discrimi¬ 
nation under any program or activity 
receiving Federal financial assistance; 
and 

(2) Title IV of the Housing and Urban 
Development Act of 1965, as amended. 
42 U.S.C. 3071-3074, which requires that, 
as a condition of clljribility for assistance 
under section 704, the applicant will fol¬ 
low certain prescribed policies In the 
acquisition of real property, and also 
provides policies to be followed for the 
relocation of individuals and buslnesse; 
displaced by the assisted land acquisition 

(b) An applicant for grant assistance 
under section 704 will be required to fur¬ 
nish satisfactory assurance that it will 
comply with the requirements and pol¬ 
icies referred to In paragraph (a) of this 
section. 

§ 491.7 Eligibility of land for other 
Federal aisUtance. 

No land acquired with assistance under 
section 704 shall, solely as a result of 
such advance acquisition, be considered 
ineligible for the purpose of any other 
Federal loan or grant program. The 
amount of the purchase price paid for 
the land by the recipient of a grant 
under section 704 may be considered an 
eligible cost for the purpose of such other 
Federal loan or grant program. 

§ 49141 Information, application form*, 
and application*. 

Information and application forms 
may be obtained from, and applications 
may be submitted to. the Regional Office 
of the Department of Housing and Urban 
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Development which serves the area in 
which the applicant to located. 

Chapter V—Office of Assistant Secre¬ 
tary for Community Development 

Subchaptof A—Slum Clearance and Urban 
Rervewat 

Part 

500 Renewal assistance. 

Svbchopter B—O pen-Space land 

540 Open-space land. 

Subcfcpote* C—Community Foci 11 tie* 

550 Neighborhood facilities. 

655 Grants for basic public water and 
sewer facilities. 

556 Evaluation of preliminary applica¬ 
tions for baste water and sewer 
facilities grants. 

SUBCMAPTER A—SLUM CLEARANCE AND 
URBAN RENEWAL 

PART 500— RENEWAL ASSISTANCE 

Swbport A—Urban Renewol Project* and Neigh¬ 
borhood Development Program*, Co do Enforce¬ 
ment Program*, Demolition Program*. Rohobili- 
totion Grant*, Intorim A**i*ton<o Grant*, and 
Community Renewal Program* 

See. 

600.1 Definitions 

600.2 General policies and procedures. 

600.3 Urban renewal project* and neighbor¬ 

hood development programs. 

500.4 Code enforcement programs. 

500.6 Demolition programs. 

500.6 Rehabilitation grants. 

500.7 Interim assistance grants 

600.8 Community renewal programs. 

600.0 Applications; information. 

Subpart B—Relocation Payment* 

600.100 Statement of applicable law. 

600.101 Definitions. 

500.102 Relocation payments by the 

Agency. 

600.103 Basic eligibility conditions—dis¬ 

placement from an urban re¬ 
newal area. 

600.103a Basic eligibility conditions—dis¬ 
placement from a code enforce¬ 
ment or demolition grant area. 
600.103b Basic eligibility conditions—dis¬ 
placement from an area receiving 
interim assistance. 

600.103c Eligibility— relocation adjustment 
payment; additional relocation 
payment; replacement housing 
payment. 

600.103d Notice of intention to move. 

500.104 Administration of relocation pay¬ 

ments. 

600.106 Fixed relocation payments to Indi¬ 

viduals and families. 

500.106 Determining moving expenses of 

business concern. 

600.107 Determining actual direct loss of 

property. 

600.108 Filing of claims. 

500.100 Limitations on amount of relocation 
payments. 

600.110 Determinations In condemnation 
proceedings. 

AtmtoaiTT: The provisions of this Part 
600 Issued under sec. 7(d), 79 Stat. 070; 42 
U.3.C 3535(d). 
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Subpart A—Urban Renewal Projects 
and Neighborhood Development 
Programs, Code Enforcement Pro¬ 
grams, Demolition Programs, Re¬ 
habilitation Grants, Interim Assist¬ 
ance Grants, and Community 
Renewal Programs 
§ 500. 1 Definitions. 

(a) Title I of the Housing Act o i 1949 
(63 Stat. 414. 42 U.S.C. 1450) authorizes 
the Secretary of Housing and Urban De¬ 
velopment to finance the undertaking of 
local programs designed for the elimina¬ 
tion and prevention of slums and blight, 
including slum clearance and urban re¬ 
newal, rehabilitation, code enforcement, 
and demolition. 

(b) The terms used herein shall have 
the meanings attributed to them in sec¬ 
tion 110 of the Housing Act of 1949. as 
amended. 42 US.C. 1460. 

8 500.2 General polirie* and procedures. 

Title I of the Housing Act of 1949, as 
amended, authorizes the Secretary of 
Housing and Urban Development to pro¬ 
vide localities with Federal technical and 
financial assistance through a number of 
programs designed for the elimination 
and prevention of slums and blight and 
the removal of factors that create slums 
and blighting conditions. Applications 
for grants, loans, and advances should 
be filed with the Regional or Area Office 
which serves the locality seeking assist¬ 
ance. The Regional and Area Offices of 
the Department of Housing and Urban 
Development provide forms for making 
application for Federal aid, furnish in¬ 
formation and assistance, receive com¬ 
pleted applications, and notify recipients 
of the approval of such applications. 

§ 500.3 t'rhun renewal projects and 
neighborhood development pro¬ 
grams* 

(a) The renewal and revitalization of 
urban areas can be accomplished through 
the use ol two different methods, urban 
renewal projects or neighborhood devel¬ 
opment programs. 

(b) Urban renewal projects are carried 
out in individual blighted areas. Neigh¬ 
borhood development programs deal with 
one or more urban renewal areas which 
are to be treated simultaneously. Urban 
renewal projects are planned and funded 
as one unit; neighborhood development 
programs are to be funded in annual 
increments with the Government having 
the right to terminate at the end of any 
year. 

<c) Urban renewal projects and neigh¬ 
borhood development programs are 
planned and executed by local public 
agencies which, depending on State law, 
may be separate urban renewal agencies, 
local housing authorities, or departments 
of local governments. To qualify for Fed¬ 
eral assistance to an urban renewal proj¬ 
ect or a neighborhood development pro¬ 
gram. a community must adopt, and have 


certified by the Secretary of Housing and 
Urban Development, a workable program 
for community improvement designed to 
eliminate blight and prevent its recur¬ 
rence. In addition, a local public agency 
must make a showing that there to a 
feasible method for the temporary relo¬ 
cation of the Individuals and families 
displaced from the urban renewal areas 
to be treated and must assure the Sec¬ 
retary that there are. or are being pro¬ 
vided, sufficient units of decent, safe, and 
sanitary relocation housing In compara¬ 
ble areas at reasonable rents. The poli¬ 
cies and procedures applicable to urban 
renewal projects are set forth In the 
Urban Renewal Handbook (RHA 7200 
through RHA 7228) and those applicable 
to neighborhood development programs 
in the Neighborhood Development Pro¬ 
gram Handbook, RHA 7380 through RHA 
7389. 

(d) An urban renewal project or a 
neighborhood development program as¬ 
sisted under title I may include. In ac¬ 
cordance with the urban renewal plan 
for the area, acquisition of land, site 
clearance, installation of streets, utili¬ 
ties, parks, playgrounds, and other Im¬ 
provements, restoration and relocation 
of structures of historic or architectural 
value, carrying out plans for programs 
of code enforcement, voluntary repair 
and rehabilitation of buildings or other 
improvements, and disposition of ac¬ 
quired land. 

(e) The Secretary to authorized to 
make relocation grants to local public 
agencies to reimburse them for pay¬ 
ments to individuals, families, and busi¬ 
nesses for their reasonable and neces¬ 
sary moving expenses, for any direct loss 
of property resulting from their dis¬ 
placement from an urban renewal area, 
and for related payments. The regula¬ 
tions governing such payments may be 
found at l 500.100 et seq. 

(f) The Secretary to authorized to 
make an advance of funds to a local pub¬ 
lic agency (1) for survey and planning 
work for a project, (2) to determine the 
feasibility of the undertaking of a proj¬ 
ect or program, and (3) for a General 
Neighborhood Renewal Plan outlining 
the urban renewal activities proposed in 
an area which to of such size that the 
activities may have to be initiated and 
carried out in stages. 

(g) For an urban renewal project, the 
Secretary to authorized to make one or 
more temporary loans to be used by the 
local public agency as working capital 
In acquiring real estate, clearing sites 
and preparing the project area for re¬ 
development, conservation and/or reha¬ 
bilitation* For a neighborhood develop¬ 
ment program, the Secretary is author¬ 
ized to make temporary loans for use by 
the local public agency for such program 
activities as are to be carried out during 
an annual increment of the program. 

(h) The Secretary to authorized to 
make one or more definitive loans to the 
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local public agency, for a period not ex¬ 
ceeding 40 years, when project land la 
leased rather than sold to a redeveloper. 
A definitive loan must be amortized from 
the rental Income derived from the land. 

(i) The Secretary Is authorized to 
make one or more capital grants to a 
local public agency not exceeding two- 
thirds of the net project or program cost 
except that a capital grant may be made 
not exceeding three-fourths of the net 
project or program cost (1) where the 
project is located In a municipality with 
a population of 50,000 or less, or (2) 
where the project is situated in an offi¬ 
cially designated redevelopment area. A 
three-fourths grant is also available for 
an urban renewal project (but not one 
that Is Included in a neighborhood de¬ 
velopment program) where the net proj¬ 
ect cost excludes the costs of survey, 
planning, administrative, legal, and cer¬ 
tain other expenses. For a neighborhood 
development program, the capital grant 
Is paid annually for the Government's 
share of expenses for the year. 

(J) The local contribution toward the 
cost of the project or program may be 
made In the form of cash or noncash 
gr&nts-ln-aid. such as donations of land, 
demolition and removal work, project 
Improvements, historic preservation ac¬ 
tivities. certain expenditures by colleges, 
universities and hospitals, or public fa¬ 
cilities that benefit the project. 

(k) Application for financial assist¬ 
ance for an urban renewal project may 
be made by local public agencies on 
Form HUD-6100, Survey and Planning 
Application, and Form HUD-612. Appli¬ 
cation for Loan and Grant. A neighbor¬ 
hood development program application 
may be made on Form HUD-6270. Appli¬ 
cation for a Neighborhood Development 
Program. 

§ 300.1 Codr enforcement program*. 

The Secretary is authorized to make a 
grant of not exceeding two-thirds (or 
three-fourths In the case of a munici¬ 
pality having a population of 50.000 or 
less) of the cost of carrying out programs 
of concentrated code enforcement in 
deteriorated or deteriorating areas in 
which such enforcement, together with 
those public Improvements to be pro¬ 
vided by the locality, may be expected 
to arrest the decline of the area. Eligible 
code enforcement activities may Include 
the provision and repair of necessary 
streets, curbs, sidewalks, street lighting, 
tree planting, and similar improvements 
within such areas. Prior to execution of a 
contract for a code enforcement grant, 
the municipality must have a workable 
program for community improvement 
currently in effect, must assure that any 
Individuals or families displaced by the 
code enforcement activities are offered 
decent, safe, and sanitary housing within 
their means, and must provide relocation 
assistance and relocation payments on 
the same basis os In urban renewal proj¬ 
ect activities. The policies and procedures 
applicable to code enforcement programs 
are set forth In the Code Enforcement 
Orant Handbook, RHA 7250. Application 
for financial assistance for a code en¬ 
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forcement grant may be made by cities, 
other municipalities, and counties on 
Form HUD-6170, Application for Cod e 
Enforcement Grant, and Form HUD- 
6170A, Application for Code Enforcement 
Grant—Area Data. 

§ 500.3 Demolition program-. 

The Secretary is authorized to make a 
grant of not exceeding two-thirds of the 
cost of demolishing structures which un¬ 
der State or local law have been de¬ 
termined to be structurally unsound, a 
harborage or potential harborage of rats, 
or unfit for human habitation. If the 
structures to be demolished are not in an 
urban renewal area; (a) the locality in¬ 
volved must have a currently certified 
workable program for community im¬ 
provement and the structures to be de¬ 
molished must constitute a serious haz¬ 
ard to the public health or welfare, (b) 
the demolition must be on a planned 
neighborhood basis and further the over¬ 
all renewal objectives of the locality, (c) 
a program of enforcement of existing 
local housing and related codes must be 
currently underway in the locality, and 
(d) the governing body of the munici¬ 
pality must determine that other avail¬ 
able legal procedures to secure remedial 
action by the owners of the structures 
involved have been exhausted and that 
demolition by governmental action Is re¬ 
quired. The locality will be obligated to 
assure that any individuals or families 
displaced as a result of the federally 
assisted demolition are offered decent, 
safe, and sanitary housing. Relocation 
payments must be made available on the 
same basis as in urban renewal project 
activities. The policies and procedures 
applicable to the demolition program are 
set forth in the Demolition Grant Hand¬ 
book, RHA 7300. Cities, other munici¬ 
palities, and counties seeking financial 
assistance under this program may ob¬ 
tain information and forms from the 
Regional Office which serves the locality 
seeking assistance. 

§ 300.6 Rehabilitation grant*. 

The Secretary may authorize a local 
public agency to make grants (and an 
urban renewal or code enforcement proj¬ 
ect, or neighborhood development pro¬ 
gram may include the making of such 
grants) to individuals and families own¬ 
ing and occupying real property which Is 
In urban renewal areas, areas certified by 
the locality to contain a substantial num¬ 
ber of structures in need of repairs and 
improvements, or areas of concentrated 
code enforcement, or real property which 
Is determined to be unlnsurable because 
of physical hazards after an inspection 
pursuant to a statewide Insurance plan 
approved by the Secretary under title 
XII of the National Housing Act. Such 
grants are to cover the cost of repairs 
and improvements necessary to make 
such real property conform to public 
standards for decent, safe, and sanitary 
housing as required by applicable codes 
and other requirements of the urban 
renewal plan for the area. For an In¬ 
dividual whose annual income docs not 
exceed $3,000, a grant is limited to the 
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lesser of $3,000 or the actual cost of the 
repairs and improvements involved. 
Where the annual income of the Individ¬ 
ual or family exceeds $3,000, the amount 
of the grant la further limited to an 
amount not exceeding that portion of 
the cost of repairs and Improvements 
which cannot be paid for with any avail¬ 
able loan that can be amortized as part 
of the applicant’s monthly housing ex¬ 
pense without requiring that expense to 
exceed 25 percent of the applicant’s 
monthly income. Local public bodies may 
Include requests for rehabilitation grant 
assistance In their applications for assist¬ 
ance for an urban renewal or code 
enforcement project, neighborhood de¬ 
velopment program or certified area 
project. Individuals eligible for financial 
assistance under thi s pro gram may re¬ 
quest and file Form HUD-6260 with the 
local public body authorized to carry 
out the project or program Involved. 

§ 300.7 Interim a**l«tancc grant*. 

(a) The Secretary is authorized to 
make grants not exceeding two-thirds 
(or three-fourths In the case of a local¬ 
ity having a population of 50,000 or less) 
for a program of Interim assistance in 
the alleviation of harmful conditions in 
slum or blighted areas which are planned 
for substantial clearance, rehabilitation 
or Federally assisted code enforcement 
In the near future. This program may 
Include: (1) The repair of streets, side¬ 
walks. parks, playgrounds, publicly 
owned utilities, and public buildings to 
meet needs consistent with the short¬ 
term continued use of the area prior to 
the undertaking of contemplated clear¬ 
ance or upgrading activities, (2) the Im¬ 
provement of private properties to the 
extent needed to eliminate the most im¬ 
mediate dangers to public health and 
safety, (3) the demolition of structures 
determined to be structurally unsound 
or unfit for human habitation and which 
constitute a public nuisance and serious 
hazard to the public health and safety, 
(4) the establishment of temporary pub¬ 
lic playgrounds on vacant land within 
the area, and (5) the Improvement of 
garbage and trash collection, street 
cleaning and similar activities. 

(b) To be eligible for Interim assist¬ 
ance; (1) the locality must have a cur¬ 
rently certified workable program for 
community improvement, and (2) the 
locality must nmke a showing that there 
is a feasible method for the temporary 
relocation of the Individuals and fami¬ 
lies displaced due to activities under an 
Interim assistance program and must 
assure the Secretary that there are, or 
are being provided, sufficient units of de¬ 
cent, safe, and sanitary relocation hous¬ 
ing in comparable areas at reasonable 
rents. 

§ 500.8 (immunity rrnrnnl program*. 

(a) The Secretary Is authorized to 
make grants not exceeding two-thirds of 
the total cost of preparing a community 
renewal program including: (1) Iden¬ 
tification of blighted or deteriorating 
areas in the community, (2) measure¬ 
ment of the nature and degree of blight 
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and blig h ting factors In the areas, <3) 
determination of the financial, reloca¬ 
tion and other resources needed to renew 
the areas. (4) Identification of potential 
project areas and types of urban re¬ 
newal action contemplated, and (5) 
scheduling of urban renewal activities. 

(b) Application for financial assist¬ 
ance under titis program may be made 
by a local public body authorized to per¬ 
form the necessary planning work on 
Form HUD-6400. Application for Com¬ 
munity Renewal Program Grant. The 
policies and procedures applicable to 
community renewal programs are set 
forth In the Community Renewal Pro¬ 
gram Handbook, RHA 7230. 

( 500.9 Applications; in formation. 

(a) A local public agency Cor a city, 
other municipality, or county in the case 
of a code enforcement, demolition grant, 
or Interim assistance program) applying 
for financial assistance should submit 
Its application and all related documents 
to the Regional Administrator in the ap¬ 
propriate HUD Regional Office. Appli¬ 
cation forms and other forms, proce¬ 
dures. policy statements, and materials 
Issued by HUD for the use or guidance 
of local public agencies may be obtained 
through such offices. 

(b) The Urban Renewal Handbook, 

which sets out policies and requirements 
for local public agencies, may be pur¬ 
chased from the Superintendent of Doc¬ 
uments, U.S. Government Printing Office, 
Washington. D.C. 20402 and is available 
for use in the HUD Information Cen¬ 
ter, 451 Seventh Street SW.. Washing¬ 
ton, D.C. 20410. and In the information 
centers of the various HUD Regional 
Offices. A . , 

<c) Also available in each of the In¬ 
formation centers are: (1) Community 
Renewal Program Handbook, (2) Code 
Enforcement Orant Handbook, (3) Dem¬ 
olition Grant Handbook, and (4) 
Neighborhood Development Program 
Handbook. 

Subpart B—Relocation Payments 
§ 500.100 Statement of «i>plir*l»le law. 

Section 305 of the Housing Act of 1956 
(70 Stat 1100. 42 U.8.C. 1456 > amended 
title I of the Housing Act of 1949. as 
amended, by adding a new section 106(f), 
which provided that title I urban re¬ 
newal projects may Include the making 
of relocation payments subject to rules 
and regulations prescribed by the Hous¬ 
ing and Home Finance Administrator, 
Section 106(f) was amended by section 
304 of the Housing Act of 1957 (71 8tat. 
300), section 409 of the Housing Act of 
1959 <73 Stat. 673 >. and section 304 of 
the Housing Act of 1961 (75 8tat. 167). 
Section 310 of the Housing Act of 1964 
amended title I by adding a new section 
114 (78 Stat. 788. 42 UJ5.C. 1465) and In¬ 
corporated therein, with additional pro¬ 
visions, the former section 106(f) of title 
1, which was repealed (42 U.8.C. 1456 
<f>). Section 311(a) of the Housing and 
Urban Development Act of 1965 amended 
title I by adding a new section 117 (79 
Stat. 478. 42 U.S.C. 1468), providing for 
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grants for programs of code enforcement 
and providing that the provisions of sec¬ 
tion 114 shall be applicable to such pro¬ 
grams. Section 404(a) of the Housing 
and Urban Development Act of 1965 (79 
Stat. 486. 42 U.S.C. 3074) provided that 
the provisions of section 114 of title I 
were applicable to all federally assisted 
development programs. Section 514 of 
the Housing and Urban Development Act 
of 1968 <82 8tat. 525, 42 U.S.C. 1468a) 
amends title I by adding a new section 
118, providing for grants for programs 
of Interim assistance for slums and 
blighted areas and providing tliat the 
provisions of section 114 of title I shall 
be applicable to all activities assisted 
pursuant to section 118 to the same ex¬ 
tent as If such activities were being car¬ 
ried out as part of an urban renewal 
project. Section 516 of the Housing and 
Urban Development Act of 1968 (82 Stat. 
526, 42 U.8.C. 1405(c)) amends section 
114(c) by expanding the relocation pay¬ 
ments provisions applicable to the pro¬ 
grams of the Department. 

§ 500.101 Drfi nit ion 

For the purpose of the regulations in 
this subpart, the following terms shall 
mean: 

(a) Actual direct loss of property. 
Actual loss in the value of the property 
(exclusive of goods or other inventory 
kept for sale) sustained by the site occu¬ 
pant by reason of the disposition or 
abandonment of the property resulting 
from the site occupant's displacement. 
A loss resulting from damage to the 
property while being moved is not 
included. 

(b) Agency. (1) In an urban renewal 
area, the LPA, (2) in a code enforcement 
area or demolition grant area, the code 
agency, or (3) In an area receiving In¬ 
terim assistance, the city, other munic¬ 
ipality. or county. 

(c) Business concern. A corporation, 
partnership. Individual, or other private 
entity, Including a nonprofit organisa¬ 
tion, engaged In some type of business, 
professional, or Institutional activity 
necessitating fixtures, equipment, stock 
in trade, or other tangible property for 
the carrying on of the business, profes¬ 
sion, or Institution. 

(d) Code agency. A city, other mu¬ 
nicipality. or county authorized to en¬ 
gage in code enforcement activities in 
the locality. 

(e) Code enforcement. Structural or 
other substantial repairs to. or alter¬ 
ations of, any building or other improve¬ 
ment on land, the demolition of any 
building or improvement, or a reduction 
In the number of occupants of, or any 
other change In the use of, any parcel of 
real property, pursuant to the require¬ 
ments of. or to comply with a notice by 
a municipality of enforcement of. a 
zoning, building, or other municipal code 
or ordinance. 

(f) Code enforcement area . An area 
which HUD has approved under section 
117 of Title I for a program of concen¬ 
trated code enforcement and public 
Improvements. 


(g) Demolition grant area. An area 
which HUD has approved under section 
116 of Title I for a program of demoli¬ 
tion of structures which are structurally 
unsound or unfit for human habitation. 

(h) Family. Two or more persons re¬ 
lated by blood, marriage, or adoption, 
who are living together In a single dwell¬ 
ing unit. 

(1) Federal financial assistance con¬ 
tract. (1)A contract for a loon, a grant, 
or a loan and grant, between the Federal 
Government and the LPA for an urban 
renewal project, executed on or after 
August 7. 1956; or 

(2) A oontract for a grant for a pro¬ 
gram of concentrated code enforcement 
and public improvements between the 
Federal Government and the code agen¬ 
cy: or 

(3) A contract for a grant for the 
demolition of unsafe structures between 
the Federal Government and the code 
agency: 

(4) A contract for a grant for Interim 
assistance to slums or blighted areas be¬ 
tween the Federal Government and the 
city, other municipality, or county. 

whichever is pertinent in the context. 

(J) BUD. (1) Prior to November 9. 
1965, the Housing and Home Finance Ad¬ 
ministrator: or (2) on and after Novem¬ 
ber 9. 1965. the Housing and Home Fi¬ 
nance Administrator In the Department 
of Housing and Urban Development 
pending appointment of the Secretary 
of Housing and Urban Development, and 
thereafter tire Secretary of Housing and 
Urban Development; or (3) on employee 
duly authorized to perform the functions 
of such Administrator or Secretary. 

(k) Individual . A person who is not a 
member of a family. An elderly individual 
Is an Individual 62 years of age or over 
at the time of displacement. A handi¬ 
capped individual is an Individual who 
has a physical impairment which is ex¬ 
pected to be of long-continued and In¬ 
definite duration and which substantially 
impedes his ability to live independently 

(l) LAP. A Local Public Agency au¬ 
thorized to undertake on urban renewal 
project being assisted under Title I. 

(m) Moving expenses. (1) Individu¬ 
als and families . Costs of packing, stor¬ 
ing (for a period of 1 year or less*, 
carting, and Insuring of property and 
incidental costs of disconnecting and 
reconnecting household appliances. 

(2) Business concerns. Costs of dis¬ 
mantling. crating, storing (for a period 
of 1 year or less), transporting, Insuring, 
reassembling, reconnecting, and rein¬ 
stalling of property (Including goods or 
other Inventory kept for sale), exclusive 
of the cost of any additions. Improve¬ 
ments. alterations, or other physical 
changes In or to any structure in con¬ 
nection with effecting such reassembly, 
reconnection, or relnstallation. 

(n) Property . Tangible personal prop¬ 
erty. excluding fixtures, equipment, and 
other property which under State or 
local law are considered real property, 
but including such items of real property 
as the site occupant may lawfully re¬ 
move. 
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(0> Public body . A State, county, 
municipality, or other political subdivi¬ 
sion, or an authority or agency which la 
a public legal entity. 

(p) Relocation payment. A payment 
by an Agency: 

(1) To an individual or family, for 
reasonable and necessary moving ex¬ 
penses and any actual direct loss of 
property (for which reimbursement or 
compensation is not otherwise made); 

(2) To a business concern for its rea¬ 
sonable and necessary moving expenses 
and any actual direct loss of property ex¬ 
cept goodwill or profit (for which reim¬ 
bursement or compensation Is not other¬ 
wise made): 

(3) To a small business concern, for 
Its displacement (small business dis¬ 
placement payment); 

(4) To or on behalf of a family or 
elderly Individual for relocation adjust¬ 
ment prior to August 1, 1968 (relocation 
adjustment payment); or to or on behalf 
of a family or elderly or handicapped in¬ 
dividual on or after August 1,1968 (addi¬ 
tional relocation payment). 

(5) To an Individual, family, or busi¬ 
ness concern for settlement coots (for 
which reimbursement or compensation 
Is not otherwise made). 

(6) To a family or Individual to assist 
an owner-occupant of a one- or two- 
family dwelling in the purchase and oc- 
cupany of a replacement dwelling on or 
after August 1, 1968 (replacement hous¬ 
ing payment). 

(q) Settlement costs. (1) Recording 
fees, transfer taxes, and similar expenses 
Incidental to conveying real property to 
the Agency: 

(2) Penalty costs for prepayment of 
any mortgage encumbering such real 
property: and 

(3) The pro rata portion of real prop¬ 
erty taxes allocable to a period subse¬ 
quent to the date of vesting of title, or 
the effective date of the acquisition of 
such real property by the Agency, which¬ 
ever is earlier. 

(r) Site occupant A family. Individ¬ 
ual, or business concern, as defined above. 

(s) Small business concern. A busi¬ 
ness concern (other than a nonprofit 
organization) which during the base pe¬ 
riod had: * 

(1) Average annual net earnings 
before Income taxes of less than $10,000; 
and 

(2) In the case of displacements prior 
to June 15, 1966, average annual gross 
receipts or sales In excess of $1,500; or 
In the case of displacements on and after 
June 15. 1966, average annual gross 
receipts or sales In excess of $1,500 
together with average annual net earn¬ 
ings before Income taxes in excess of 
$500. or average annual gross receipts 
or sales In excess of $2300. 

Earnings for the purpose of this para¬ 
graph (s) Include salaries, wages, or 
other compensation received by an 
owner of the concern or any member of 
his household related to him. The term 
"owner" as used In the previous sentence 
Includes the sole proprietor In a sole 
proprietorship, the principal partners in 
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a partnership, and the principal stock¬ 
holders of a corporation, as determined 
by HUD. 

<t) Title /. Title I of the Housing 
Act of 1949, as amended (42 U.B.C. 1450 
et scq.). 

(u) U rba n renewal area. An area 
which HUD has approved for an urban 
renewal project. 

(v) Urban renewal plan . A duly ap¬ 
proved plan, as It exists from time to 
time, for an urban renewal project. 

(w) Urban reneioal project. Under¬ 
takings and activities of an LPA in an 
urban renewal area for the elimination 
and prevention of the development or 
spread of slums or blight as defined in 
Title I. 

(x) Voluntary rehabilitation. Struc¬ 
tural or other substantial repairs to. or 
alterations of, any building or other im¬ 
provement on land within an urban re¬ 
newal area, undertaken by an owner of 
any interest In such real property. In 
order to conform to the property rehabil¬ 
itation standards set forth in the urban 
renewal plan. 

(y) Base period . The 2 tax years Im¬ 
mediately preceding displacement (or. if 
the business concern is not in business 
that long, su ch ot her period as may be 
approved by HUD): Provided. That if a 
business concern does not qualify as a 
small business concern under paragraph 
(s) (ID of this section based upon the 2 
tax years Immediately preceding dis¬ 
placement and the Agency finds that Its 
business activity during such period was 
not representative, the base period shall 
be the third and fourth tax years im¬ 
mediately preceding displacement. 

(z) I nteri m assistance area. An area 
which HUD has approved for a grant 
designed to assist the locality lr. carrying 
out programs to alleviate harmful con¬ 
ditions in slums or blighted areas, as 
provided for in section 118 of title I (42 
U.8.C. 1468a). 

§ 500.102 Relocation payment* by the 
Agency. 

The Agency shall make relocation pay¬ 
ments to or on behalf of eligible site 
occupants In accordance with and to the 
full extent permitted by the regulations 
In this subpart: Provided . That for each 
Federal financial assistance contract the 
Agency may elect whether to make pay¬ 
ments for moving expenses in excess of 
$25,000 in accordance with $ 500.109 
(a)(2). 

8 500.103 Ha»ir eligibility condition*— 
displacement from an urban renewal 
area. 

(a) Displacement. A site occupant Is 
eligible for a relocation payment if the 
displacement of the site occupant is: 

(1) From real property within the 
urban renewal area, on or after the date 
of execution of the pertinent Federal 
financial assistance contract, or the date 
of HUD approval of a budget for project 
execution activities resulting in the dis¬ 
placement (provided that In the latter 
case a Federal financial assistance con¬ 
tract for such contemplated project Is 
thereafter executed): and 
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(2) Made necessary by (1) the acquisi¬ 
tion of such real property by the LPA. 
or any other public body, or (11) code 
enforcement activities undertaken in 
connection with the urban renewal proj¬ 
ect, or (ill) a program of voluntary 
rehabilitation of buildings or other im¬ 
provements in accordance with the urban 
renewal plan, as further defined in para¬ 
graphs (b) and (c) of this section. 

(b) Displacement made necessary by 
acquisition . A site occupant of the 
property on the date of execution of a 
Fede ral financial assistance contract (or 
HUD concurrence, prior to its approval 
of an Application for Loan and Grant, 
in the commencement of a project execu¬ 
tion activity) which contemplates ac¬ 
quisition of the property, regardless of 
when or If such acquisition takes place, 
and a site occupant of the property at 
the time of its acquisition may be deemed 
displaced by the acquisition upon vacat¬ 
ing the property. For this purpose, 
acquisition means the obtaining by the 
LPA or other public body of title to, or 
the right to possession of. the real prop¬ 
erty. This paragraph <b) shall apply to 
a site occupant displaced on or after 
January 27. 1964, but shall not affect ad¬ 
versely, In the case of a site occupant 
displaced prior to January 13,1965, eligi¬ 
bility established In accordance with 
regulations in effect at the time of the 
site occupant's displacement. 

(c> Displacement made necessary by 
code enforcement or voluntary rehabili - 
tation . The vacating by the site occu¬ 
pant of the real property after the 
happening of any of the following events 
shall be deemed to be a displacement 
from the urban renewal area made nec¬ 
essary by code enforcement or voluntary 
rehabilitation, as the case may be? 

(1) In the case of voluntary rehabili¬ 
tation, the commencement of, or notice 
by the owner of the real property of the 
commencement of. voluntary rehabilita¬ 
tion of the building or other improve¬ 
ment, or the part thereof, occupied by 
the site occupant which makes it neces¬ 
sary (as determined by the LPA) for the 
site occupant to vacate the real property. 

(2) In the case of code enforcement, 
the commencement of. or notice by the 
code agency of, code enforcement, with 
respect to the real property, or the part 
thereof, occupied by the site occupant 
which makes it necessary (as determined 
by the LPA) for the site occupant to 
vacate the real property. 

(3) In the case of either voluntary 
rehabilitation or code enforcement, an 
increase, or a notice of Increase, In rent 
for the rent period involved amounting 
to not less than 25 percent In the case of 
a business concern and not less than 10 
percent in the case of an individual or 
family: Provided. That In the case of an 
individual or family the increase shall 
also result in a rent exceeding the stand¬ 
ards established by the LPA for dis- 
placees' ability to pay. 

(d) Small business displacement pay¬ 
ment. A small business concern which 
satisfies the eligibility conditions of para¬ 
graph (a) of this section Is eligible for 
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a small business displacement payment 
If the concern: 

(1) Is displaced on or after January 
27. 1964; 

(2) Is not part of an enterprise harm* 
two or more establishments outside the 
urban renewal area; 

(3) Has filed with the Internal 
Revenue Service income tax returns for 
the base period; or has furnished such 
other evidence of earnings as may be 
approved by HUD; and 

(4) Was doing business in the turban 
renewal area on the date of the approval 
by the governing body of the locality of 
an urban renewal plan: Provided. That 
if the displacement occurs pursuant to a 
Federal flnanrtal assistance contract In 
accordance with the third sentence of 
section 102(a) of Title I (Early Land Ac- 
qubdtion Loan). the applicable date shall 
be the date of the approval by the gov¬ 
erning body of the locality of an applica¬ 
tion for such contract, and If the dis¬ 
placement occurs pursuant to HUD 
approval of a budget for project execu¬ 
tion activities, the applicable date shall 
be the date of the resolution by the LPA 
requesting HUD approval of such project 
execution activities. 

(e) Outdoor advertising display. A 
business concern which Is not displaced 
from an urban renewal area shall be 
eligible for a relocation payment for mov¬ 
ing expenses incurred on or after Sep¬ 
tember 2, 1964. with respect to Its out¬ 
door advertising displays required in the 
determination of the LPA to be removed 
from the urban renewal area. 

(f) Temporary onsite moves . No re¬ 
location payment shall be made to a site 
occupant for a temporary move within 
the urban renewal area. 

§ 500.103a Ba*ic eligibility conditional 
displacement from a code enforce¬ 
ment or demolition grant area. 

(a) Displacement. A site occupant Is 
eligible for a relocation payment if the 
displacement is: 

(1) From real property within the 
code enforcement or demolition grant 
area on or after (1) the date of execution 
of a Federal financial assistance con¬ 
tract. or (11) the date of HUD approval 
of a budget for a program of concen¬ 
trated code enforcement, or (ill) the 
date of HUD approval of an application 
for a demolition grant: Provided. That 
in the case of approval of such budget 
or application a Federal financial assist¬ 
ance contract Is thereafter executed for 
the area; and 

(2) Made necessary by (1) code en¬ 
forcement activities, as further defined 
in paragraph (b) of this section, (tl) ac¬ 
quisition of real property by the code 
agency or any other public body in con¬ 
nection with a federally assisted program 
of concentrated code enforcement and 
public improvement as further defined In 
paragraph (c) or this section, or Oil) 
demolition activities as further defined 
in paragraph (d) of this section. 

(b) Displacement made necessary by 
code enforcement . The displacement of 
a site occupant from a code enforcement 
area Is deemed made necessary by code 
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enforcement if the vacation of the real 
property occurs on or after the com¬ 
mencement of code enforcement, or the 
receipt of notice by the site occupant that 
code enforcement will be required, with 
respect to the real property occupied by 
the site occupant under either of the 
following circumstances: 

(1) The code enforcement cannot rea¬ 
sonably be undertaken without the vaca¬ 
tion of the real property by the site occu¬ 
pant and the code agency so determines 
in accordance with I 500.l04<e> (2); or 

(2) In the case of a tenant, the owner 
has increased the rent, or has notified the 
tenant of an Increase in rent, amounting 
to not less than 25 percent in the case of 
a business concern and not less than 10 
percent in the case of an individual or 
family: 

Provided, That in the case of an individ¬ 
ual or family the Increase shall also re¬ 
sult In a rent exceeding the standards 
established by the code agency for dis¬ 
placed ability to pay. 

(c) Displacement made necessary by 
acquisition. The displacement of a site 
occupant from a code enforcement area 
is deemed made necessary by acquisition 
if the vacation of the real property oc¬ 
curs after the code agency or other 
public body acquiring legal or equitable 
title or the right to possession has 
ordered the site occupant to vacate the 
real property. 

(d) Displacement made necessary by 
demolition . The displacement of a site 
occupant from a demolition grant area is 
deemed made necessary by demolition 
if the vacation of the real property oc¬ 
curs after the code agency has ordered 
the real property to be vacated and 
demolished. 

(e) Small business displacement pay- 
ment. A small business concern which 
satisfies the eligibility conditions of par¬ 
agraph (a) of this section is eligible for 
a small business displacement payment 
if the concern: 

(1) Is not part of an enterprise having 
two or more establishments outside the 
code enforcement or demolition grant 
area: 

(2) Satisfies the requirements of 
ft 500.103id> (3) governing evidence of 
earnings; and 

(3) Was doing business in the code 
enforcement or demolition grant area 
on the date of approval by the code 
agency of an application for a Federal 
financial assistance contract for the 
area. 

(f) Outdoor advertising display —cods 
enforcement area. A business concern 
which is not displaced from a code en¬ 
forcement area shall be eligible tor a 
relocation payment for moving expenses 
with respect to its outdoor advertising 
displays required, in the determination 
of the code agency, to be removed from 
the code enforcement area by the ac¬ 
quisition of real property in connection 
with a federally assisted program of con¬ 
centrated code enforcement and public 
improvements. 

(g) Temporary on-site moves. No re¬ 
location payment shall be made to a site 
occupant for a temporary move within 


the code enforcement or demolition 
grant area. 

5 500.103b R)uic eligibility condition*— 
diflplurrmcnl from an urea receiving 
interim a-MUtance, 

(a) Displacement. A site occupant is 
eligible for a relocation payment if the 
displacement is; 

(1) From private real property within 
the interim assistance area on or after 
the date of execution of a Federal fi¬ 
nancial assistance contract or the date of 
HUD approval of a budget for a program 
of interim assistance: Provided . That 
In the latter case a Federal financial as¬ 
sistance contract Is thereafter executed 
for the area; and 

(2) Made necessary by (1) activities 
designed to improve private properties 
to the extent needed to eliminate the 
most Immediate dangers to the public 
health and safety, as further defined in 
paragraph (b) of this section. (ID ac¬ 
quisition of real property by the Agency 
In connection with a federally assisted 
program of improvement of private 
properties, as further defined in para¬ 
graph (c) of this section, or (ill) demo¬ 
lition of structures determined to be 
structurally unsound or unfit for human 
habitation, and which constitute a public 
nuisance and serious hazard to the pub¬ 
lic health and safety, os further defined 
In paragraph (d> of this section. 

(b) Displacement made necessary by 
improvement of private properties. The 
displacement of a site occupant from an 
interim assistance area Is deemed made 
necessary by improvement of private 
properties if the vacation of the private 
real property occurs on or after the com¬ 
mencement of Improvement activities, or 
the receipt of notice by the site occupant 
that improvements will be required with 
respect to the private real property oc¬ 
cupied by the site occupant, and if: 

(1) The Improvement is necessary to 
eliminate the most immediate dangers to 
public health and safety and the Agency 
so determines, and the improvement can¬ 
not reasonably be undertaken without 
the vacation of the real property by the 
site occupant and the Agency so deter¬ 
mines in accordance with ft 500.104 (e' 
(3> ; or 

(2) In the case of a tenant, the owner 
has increased the rent, or has notified the 
tenant of an Increase in rent, amounting 
to not less than 25 percent in the case of ’ 
a business concern and not less than 10 
percent in the case of an Individual or 
family: Provided , That in the cose of an 
individual or family tne increase shall 
also result in a rent exceeding the stand¬ 
ards established by the city, other mu¬ 
nicipality, or county for displacers' abil¬ 
ity to pay. 

(c) Displacement made necessary by 
acquisition . The displacement of a site 
occupant from an Interim assistance area 
Is deemed made necessary by acquisition 
If the vacation of the real property oc¬ 
curs after the Agency has acquired legal 
or equitable title or the right to posses¬ 
sion and has ordered the site occupant to 
vacate the real property. 


FEDERAL REGISTER, VOt. 36. NO. 246—WEDNESDAY, DECEMBER 22, 1971 











RULES AND REGULATIONS 


21711 


(d) Displacement made necessary hy 
demolition of unfit structures. The dis¬ 
placement of a site occupant from an In¬ 
terim assistance area U deemed made 
necessary by demolition of unfit struc¬ 
tures if the vacation of the real property 
occurs under the following circum¬ 
stances: (1) The structures occupying 
the real property are structurally un¬ 
sound or unfit for human habitation and 
constitute a public nuisance and serious 
hazard to the public health and safety, 
and the Agency has so determined; and 

(2) the vacation of the real property oc¬ 
curs after the Agency has ordered the 
real property to be vacated and 
demolished. 

(e) Small business displacement pay¬ 
ment. A small business concern which 
satisfies the eligibility condition of para¬ 
graph (a) of this section is eligible for a 
small business displacement payment if 
the concern: 

(1) Is not part of an enterprise having 
two or more establishments outside the 
interim assistance area; 

(2) Satisfies the requirement of 
§500.103(d)(3) governing evidence of 
earnings; and 

(3) Was doing business in the Interim 
assistance area on the date of approval 
by the city, other municipality, or county 
of an application for a Federal financial 
assistance contract for the area. 

(f) Temporary on-site moves . No relo¬ 
cation payment shall be made to a site 
occupant for a temporary move within 
the interim assistance area. 

§ 500.103c Eligibility— relocation nd- 

juntment payment; ailditiofuil reloca¬ 
tion payment; replacement homing 
payment. 

(a) Relocation adjustment payment 
A family or elderly Individual who satis¬ 
fies the eligibility conditions of 9 500.103 

(a) (displacement from an urban renewal 
area) or ( 500.103a(a) (displacement 
from a code enforcement or demolition 
grant area) prior to August 1. 1906, is 
eligible for a relocation adjustment pay¬ 
ment if the site occupant: 

(1) Is unable to secure a suitable 
dwelling unit in (i) a low-rent housing 
project assisted under the United States 
Housing Act of 1937, as amended, 42 
U.8.C. 1401 et seq. ( or a State or local 
program found by HUD to have the 
same general purposes) or (U) a dwelling 
unit assisted under section 101 of the 
Housing and Urban Development Act of 
1965 (12 UHC. 170Ls<a)); 

(2) Has moved to a decent, safe, and 
sanitary dwelling; and 

(3) In the case of an urban renewal 
area is displaced on or after January 27, 
1964. 

(b) Additional relocation payment. A 
family or elderly or handicapped in¬ 
dividual who satisfies the eligibility re¬ 
quirements of | 500.103(a) (displacement 
from an urban renewal area), 9 500.103a 
(a) (displacement from a code enforce¬ 
ment or demolition grant area), or f 500 - 
103b(a) (displacement from an Interim 
assistance area), on or after August l t 
1968. is eligible for an additional reloca¬ 
tion payment IX the site occupant: 


(1) Is unable to secure a suitable 
dwelling in (i) a low-rent housing project 
assisted under the United States Housing 
Act of 1937, as amended, 42 U 3.C. 1401 
et scq. (or a State or local program found 
by HUD to have the same general pur¬ 
poses) or (U) a dwelling unit assisted 
under section 101 of the Housing and 
Urban Development Act of 1965 (12 
U.S.C. 1701s(a)) ; 

(2) Has moved to a decent, safe, and 
sanitary dwelling: 

Provided , That an additional relocation 
payment not to exceed $500 in the first 
12 months and $500 in the second 12 
months may be made on a lump-sum 
basis or other than a monthly basis In 
cases in which other than monthly pay¬ 
ments are determined warranted by 
HUD. 

(c) Replacement housing payment. A 
family or Individual who satisfies the 
eligibility conditions of § 500.103(a) (dis¬ 
placement from an urban renewal area), 
9 500.103a(a)(l) (displacement from a 
code enforcement or demolition grant 
area), or 9 500.103b<a) (1) (displacement 
from &n interim assistance area), on or 
after August 1, 1968, is eligible for a re¬ 
placement housing payment if the site 
occupant: 

(1) Is the owner of the real property 
acquired for a project assisted under 
title I; 

(2) Has occupied a single- or two- 
family dwelling located on the real prop¬ 
erty for not less than 1 year prior to the 
initiation of negotiations for the acquisi¬ 
tion of the property; 

(3) Does not receive the additional 
relocation payment provided for by 
9 500.103clb); 

(4) Purchases and occupies a replace¬ 
ment dwelling within 1 year subsequent 
to the date on which he is required to 
move from the dwelling acquired for the 
project; and 

(5) Does not receive a payment pur¬ 
suant to the State law of eminent domain 
determined by HUD to have substantially 
the same purpose and effect as would a 
replacement housing payment, and to 
be a part of the cost of the project for 
which Federal financial assistance is 
available. 

§ 500.103d Nolire of Intention to move. 

Except as provided in this section, 
no relocation payment for moving ex¬ 
penses or actual direct loss of property 
and no small business displacement pay¬ 
ment shall be made to a business concern 
unless (a) the Agency has received, at 
least 30 days but not earlier than 90 
days prior to the moving date, written 
notice from the business ooneem of its 
intention to move or dispose of the prop¬ 
erty. which shall be described generally 
in the notice, and the date of such in¬ 
tended move or disposition, and (b) the 
business concern has permitted, at all 
reasonable times, the inspection by or on 
behalf of the Agency of such property 
at the site from which the business 
concern is displaced. For the purpose 
of this section, “moving date'* shall 
mean the date on which the first item of 


such property is Intended to be moved 
or disposed of. The Agency may make 
a relocation payment notwithstanding 
nonreceipt of such timely notice only If 
the Agency has determined that there 
was reasonable cause for the failure of 
the business concern to give such notice, 
and the Agency has adequately verified 
the facts pertaining to the move or dis¬ 
position and the requested relocation 
payment. 

§500.101 Administration of relocation 
payment*. 

(a) Conditions for relocation payment. 
The Agency (or. if the Agency is the 
municipality, the board or commission 
responsible for carrying out the federally 
assisted activities or. If there is no such 
board or commission, the principal ex¬ 
ecutive officer of the municipality) shall 
approve a schedule (Form HUD-6148) of 
average annual gross rentals for stand¬ 
ard housing in the locality for determin¬ 
ing the amount of relocation adjustment 
payments and additional relocation pay¬ 
ments In accordance with 99 500.109(b) 
(2) an d (3) . and a separate schedule 
(Form HUD-6155) for determining the 
average price of standard sales housing 
in a locality, and any other conditions 
under which the Agency will make re¬ 
location payments. The schedules and 
conditions shall be consistent with the 
regulations in this subpart and shall be 
available in written form to site oc¬ 
cupants In the office of the Agency, 

(b) Notice to site occupants. The 
Department shall furnish all site occu¬ 
pants, who occupy property within an 
urban renewal area (or the area of the 
Federally assisted activities) and who are 
anticipated to be displaced, with a notice 
or informational statement advising the 
site occupant of (1) the availability of re¬ 
location payments to eligible site oc¬ 
cupants, and (2) the office where the 
conditions under which relocation pay¬ 
ments will be made are available for 
Inspection. 

(c) Action on claim — finality. The 
Agency la Initially responsible for de¬ 
termining the eligibility of a claim for, 
and the amount of, a relocation payment 
and shall maintain In Its files complete 
and proper documentation supporting the 
determination. The determination on 
each claim shall be made or approved 
either by the governing body of the 
Agency or by the principal executive 
officer of the Agency or his duly au¬ 
thorized designee. The determination 
by the Agency or any rede termina¬ 
tion by HUD shall be final and conclusive 
with respect to the rights of any site oc¬ 
cupant, and not subject to rcdctermlna- 
tlon by any court or any other officer. 
Subject to the requirements of this para¬ 
graph (c), the Agency may permit a 
third-party contractor responsible for 
relocation activities to examine and rec¬ 
ommend action on a claim and to dis¬ 
burse funds in payment of a claim which 
has been approved by the Agency. 

(d) Prompt payment . A relocation 
payment shall be made by the Agency 
aa promptly as posstlbe after a site occu¬ 
pant’s eligibility has been determined 
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In accordance with the regulation* in 
this subpart. 

(e) Certain determinations. (1) No 
claim baaed upon acquisition of real 
property by a public body other than the 
Agency shall be approved unless the 
Agency shall have determined that the 
claimant was displaced by the acquisi¬ 
tion or In contemplation thereof. The 
determination shall be supported by a 
signed statement from the public body 
Indicating (i) when it acquired or pro¬ 
poses to acquire the property occupied by 
the claimant, and (ii) whether It com¬ 
pensated or has agreed to compensate 
the claimant for moving expenses, actual 
direct loss of property, or settlement 
costs resulting from the displacement. 

(2) No claim based upon code enforce¬ 
ment or voluntary rehabilitation shall be 
approved unless the Agency shall have 
determined that the claimant was dis¬ 
placed by such activities. The determina¬ 
tion shall be supported by a statement by 
the Agency giving the factual basis on 
which the determination was made. 

(3) No claim based upon interim as¬ 
sistance involving improvement to pri¬ 
vate properties shall be approved unless 
the Agency shall have determined that 
the claimant was displaced by such ac¬ 
tivities. The determination shall be sup¬ 
ported by a statement by the Agency giv¬ 
ing the factual basis on which the deter¬ 
mination was made. 

(f) Agency setoff against claim. The 
Agency may setoff against the claim of 
an otherwise eligible site occupant any 
financial claim the Agency may have 
against the site occupant arising out of 
the use of the real property. 

(g) Approval by HUD — business con- 
cams. No relocation payment for mov¬ 
ing expenses or settlement costs, or both, 
in excess of $10,000 shall be made without 
approval by HUD. 

(h) Reimbursement of relocation pay¬ 
ments. Relocation payments made in 
accordance with the regulations in this 
subpart and pursuant to a Federal finan¬ 
cial assistance contract ore reimbursable 
in full to the Agency as a Title I grant. 

(i) Accounts and records . Accounts 
and records shall be maintained as pre¬ 
scribed by HUD and shall be subject to 
inspection or audit at all reasonable 
times by HUD. Records pertaining to 
eligibility of relocation payments, in¬ 
cluding all claims, receipted bills or other 
documentation in support of a claim, and 
records pertaining to action on a claim, 
shall be retained by the Agency for not 
less than 3 years after the completion 
of the urban renewal project or the other 
Federally assisted activities. 

§500.103 Fixed relocation payment* to 
indh SdtiaU and familic*. 

(a> Schedule of fixed payments. An 
Agency intending to pay fixed amounts 
In lieu of payments for reasonable and 
necessary moving expenses and actual 
direct loss of property of eligible indi¬ 
viduals and famines shall prepare a 
schedule of the fixed amounts which it 
proposes to pay. The schedule shall con¬ 
tain a statement Indicating that the 
Agency intends to permit eligible indi¬ 
viduals and families to claim reimburse - 
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ment for their actual moving expenses 
and actual direct loss of property. 

<b) Schedule provisions. (1) A pro¬ 
posed schedule of fixed payments to eli¬ 
gible individuals and families owning 
furniture shall provide for a graduated 
scale of payments related to the number 
of all rooms occupied by the claimant ex¬ 
cept bathrooms. haHways. and closets, 
which payments shall not exceed the 
lowest normal charge for carting ex¬ 
penses for the average time required to 
move personal effects: Provided , That in 
any event the payments shall not exceed 
the maximum reimbursment to eligible 
individuals or families provided in the 
regulations in this subpart. 

<2> Fixed payments to eligible Indi¬ 
viduals or families not owning furniture 
shall not exceed: (i) $5 for any individ¬ 
ual. (11) $10 for any family. 

(c) Administration of fixed payments. 
Eligible individuals or families may be 
paid the amount provided in the schedule 
of fixed payments approved by HUD 
upon receipt of a properly completed 
claim. A fixed payment shall be in full 
settlement for the claimant’s moving ex¬ 
pense and any actual direct loss of prop¬ 
erty. If the Joint occupants of a single 
dwelling unit at the project site move to 
two or more locations and consequently 
submit more than one claim, an eligible 
claimant for a fixed payment may be 
paid only his reasonable prorated share 
(as determined by the Agency) of the 
total fixed payment applicable to such 
dwelling unit, and the total of fixed 
payments made to all such claimants 
moving from such dwelling unit shall not 
exceed the total fixed payment applicable 
to such dwelling unit. 

§ 500.106 Determining moving expenses 
of business concern. 

(a) Submission of bids prior to mov¬ 
ing date . No claim for a relocation pay¬ 
ment for moving expenses in excess of 
$500 shall be allowed for costs Incurred 
by a business concern on or after April 1. 
1965. unless the concern has submitted to 
the Agency, at least 15 days prior to 
the commencement of the move, a bid 
from three reputable firms covering the 
moving costs involved. Whenever it is 
not feasible to obtain three bids for any 
category of work, a lesser number of bids 
shall be submitted, together with a writ¬ 
ten Justification by the concern; and no 
relocation payment shall be allowed in 
such cases unless the Agency has ap¬ 
proved the Justification. The Agency, 
with HUD concurrence, may waive any 
requirement of this paragraph (a) for 
good cause. 

<b) Payment not to exceed toto bid. 
Payment to a business concern for mov¬ 
ing expenses shall not exceed the amount 
of the low bid submitted in accordance 
with paragraph (a) of this section unless 
the bid requirement has been waived in 
accordance with paragraph (a) of this 
section. 

§ 500.107 Determining nr 1 uni direct lo*n 
of property. 

<a) The amount of actual direct loss 
of any item of property claimed shall be 
determined as follows: 


(1) The fair market value of the prop¬ 
erty for continued use at its location prior 
to the displacement shall be ascertained 
by the claimant by an appraisal satisfac¬ 
tory to the Agency, except as provided 
in subparagraph (2) of this paragraph. 

(2) If the value of the property for 
which actual direct loss is claimed does 
not warrant the expenses of an appraisal 
then its fair market value for such con¬ 
tinued use shall be computed as follows: 
The original cost of the item to the 
claimant (exclusive of installation cost), 
multiplied by the figure obtained by di¬ 
viding the period of the remaining useful 
life of the property at the date of re¬ 
moval. by the period of the normal useful 
life of the property at the date of its 
acquisition by the claimant. 

(3) The property shall be disposed of 
by a bona fide sale (as determined by the 
Agency) at the highest price offered 
after reasonable efforts have been made 
over a reasonable period of time to in¬ 
terest prospective purchasers. A trade- 
in of the property may be considered a 
bona fide sale, and the trade-in allow¬ 
ance. exclusive of any amount of discount 
that would be allowed on the price of the 
property being acquired in the absence of 
the trade-in. shall be deemed the amount 
realized upon the sale of the property. 

(4) If the amount realized from the 
sale, after deducting ordinary and rea¬ 
sonable expenses of the sale, is less than 
the fair market value for such continued 
use, the difference between the net 
amount realized and the fair market 
value is the amount of actual direct loss 
of the property. Expenses of sale include 
such Items as sale commissions, auc¬ 
tioneer's fees, advertising costs, and sim¬ 
ilar charges. 

(b) If a bona fide sale is not effected 
because no offer is received for the prop¬ 
erty. after reasonable efforts have been 
made over a reasonable period of time 
to sell it. then its fair market value for 
continued use, ascertained as provided in 
this section, is the amount of actual di¬ 
rect loss of the property. 

(c) Cost of appraisals: The cost of ap¬ 
praisals to determine actual direct loss 
of property, if made by or in behalf of 
the claimant, is not allowable as part of 
a claim. 

§ 500.10B Filing of rlnint*. 

(a) Form of claim. To obtain a relo¬ 
cation payment, a site occupant shall 
file a written claim with the Agency 
on the appropriate HUD forms. 

(b) Documentation in support of 
claim . A claim shall be supported by the 
following: 

(1) If for moving expenses, except In 
the case of a fixed payment, a receipted 
bill or other evidence of such expenses. 
By prearrangement between the Agency, 
the site occupant, and the mover, con¬ 
firmed in writing by the Agency, the 
claimant may present an unpaid moving 
bill to the Agency, and the Agency may 
pay the mover directly. 

(2) If for actual direct loss of prop¬ 
erty. written evidence thereof, which 
may include appraisals, certified prices, 
copies of bills of sale, receipts, canceled 
checks, copies of advertisements, offers 
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to sell, auction records, and such other 
records as may be appropriate to support 
the claim. 

(3) In any other case, such documen¬ 
tation as may be required by the Agency, 
which may include income tax returns, 
withholding or Informational statements, 
and proof of age. 

(c) Time for filing claims. A claim for 
moving expenses, actual direct loss of 
property, or a small business displace¬ 
ment payment shall be submitted to the 
Agency within a period of 6 months after 
the displacement of the claimant. A 
claim for settlement costs shall be sub¬ 
mitted within 6 months after the costs 
have been Incurred. A claim for a reloca¬ 
tion adjustment payment or for an addi¬ 
tional relocation payment shall be sub¬ 
mitted within a period of 60 days after 
the displacement of the claimant. A claim 
for a replacement housing payment shall 
be submitted within 18 months after the 
displacement of the claimant. 

(1) Displacement prior to January 13, 
1965 . Notwithstanding the first two 
sentences of the introductory text of this 
paragraph (c), a claim for relocation 
adjustment payment or for a small busi¬ 
ness displacement payment by a claimant 
displaced from an urban renewal area 
on or after January 27.1064. and prior to 
January 13, 1965. shall be submitted 
within a period of 60 days of the last 
published or other notice by the LPA of 
the availability of such payments. 

(2) Waivers. The time limitations In 
this paragraph (6) may be wa ived b y the 
Agency for good cause, with HTJD con¬ 
currence. In the case of a claimant dis¬ 
placed on or after January 27,1964. 

g 500.109 Limitation* on amount of re¬ 
location payments. 

(a) Moving expenses and loss of prop¬ 
erty —(1) Maximum amount — individ¬ 
uals or families. The maximum reloca¬ 
tion payment that may be made or 
recognised for moving expenses and ac¬ 
tual direct loss of property, for which 
reimbursement or compensation Is not 
otherwise made, to an individual or 
family shall not exceed $100 with respect 
to moving expenses incurred and actual 
direct loss of property suffered prior to 
September 23. 1959. and $200 with re¬ 
spect to such expenses Incurred and loss 
suffered on or after September 23. 1959. 
The maximum relocation payment that 
may be made or recognized for moving 
expenses and actual direct loss of prop¬ 
erty, for which reimbursement or com¬ 
pensation Is not otherwise made, to two 
or more unrelated individuals occupying 
the same dwelling unit shall not exceed 
1200. 

(2) Maximum amount—business con¬ 
cerns. The maximum relocation pay¬ 
ment that may be made or recognized in 
the case of a business concern for mov¬ 
ing expenses and actual direct loss of 
property, for which reimbursement or 
compensation is not otherwise made, 
shall not exceed $2,000 with respect to 
moving expenses Incurred or direct loss 
of property suffered prior to July 12, 
1957, or $2,500 with respect to moving 
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expenses incurred or direct loss of prop¬ 
erty suffered between July 12, 1957, and 
September 22, 1959. both dates inclusive, 
or $3,000 with respect to moving expenses 
incurred or direct loss of property suf¬ 
fered on or after September 23.1959. If 
the total of the actual moving expenses 
Incurred on or after June 30. 1961, and 
prior to October 2, 1962, is greater than 
$3,000, the maximum relocation payment 
that may be made or recognized in the 
case of a business concern, for which re¬ 
imbursement or compensation is not 
otherwise made, shall be the total of 
such actual moving expenses. If the 
total of the actual moving expenses In¬ 
curred on or after October 2. 1962, and 
prior to August 12, 1965, U greater than 
$3,000, the maximum relocation payment 
that may be made or recognized in the 
case of a business concern, for which re¬ 
imbursement or compensation Is not 
otherwise made, shall be the total of 
such actual moving expenses or $25,000, 
whichever is less. If the total of the ac¬ 
tual moving expenses Incurred on or af¬ 
ter August 12. 1965. is greater than 
$3,000. the maximum relocation payment 
that may be made or recognized in the 
case of a business concern, for which re¬ 
imbursement or compensation is not 
otherwise made, shall be the sum of: 

(1) The total actual moving expenses 
or $25,000. whichever Is less; and 
<ii) In the case of projects on a two- 
thirds capital grant basis, two-thirds of 
the actual moving expenses in excess of 
$25,000; Provided. That the Department 
makes a cash payment to the business 
concern out of local funds in an amount 
equal to one-third of the actual moving 
expenses In excess of $25,000. which pay¬ 
ment shall not constitute a local grant- 
in-aid to the urban renewal project or 
any portion of the local share of the 
cost of the Federally assisted activities 
required by Title I; or 

(ill) In the case of projects on a three- 
fourths capital grant basis, three-fourths 
of the actual moving expenses in excess 
of $25,000: Provided . That the Agency 
makes a cash payment to the business 
concern out of local funds In an amount 
equal to one-fourth of the actual mov¬ 
ing expenses In excess of $25,000, which 
payment shall not constitute a local 
grant-in-ald to the urban renewal proj¬ 
ect or any portion of the local share of 
the cost of the Federally assisted activi¬ 
ties required by Title L 

(3) Maximum moving distance. If a 
business concern moves beyond 100 miu* 
from the boundary of the city, town, or 
village, as the case may be. in which 
the Federally assisted activities are car¬ 
ried out, a relocation payment for its 
moving expenses may not be made In 
excess of the reasonable and necessary 
expenses for moving such distance of 100 
miles. 

Cb) Small business displacement pay¬ 
ment; relocation adjustment pay¬ 
ment; additional relocation payment 
and replacement housing payment. 
A small business displacement payment 
shall be $1,500 for business concerns dis¬ 
placed prior to August 10. 1965, and 
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$2,500 for business concerns displaced on 
or after August 10. 1965 

(2) Maximum amount—relocation ad¬ 
justment. The total relocation adjust¬ 
ment payment that may be made for a 
family or elderly individual shall be an 
amount not to exceed $500 which, when 
added to 20 percent of the annual Income 
of the family or Individual at the time 
of displacement, equals the average an¬ 
nual gross rental required for a decent, 
safe, and sanitary dwelling of modest 
standards adequate in size to accommo¬ 
date the family or Individual (in the area 
In which the Federally assisted activities 
are carried out or In other areas not gen¬ 
erally less desirable in regard to public 
utilities and public and commercial 
facilities), as determined by the Agency. 

(3) Maximum amount—additional re¬ 
location payment. The total additional 
relocation payment that may be made to 
a family or elderly or handicapped in¬ 
dividual shall consist of monthly pay¬ 
ments over a period not to exceed 24 
months and shall be paid In an amount 
(not to exceed $500 in the first 12 months 
and not to exceed $500 In the second 12 
months) which, when added to 20 per¬ 
cent of the annual Income of the family 
or individual at the time of displacement, 
shall be equal to the average annual gross 
rental required at such time to secure a 
decent, safe, and sanitary dwelling of 
modest standards adequate In size to ac¬ 
commodate the family or Individual (In 
the area In which the federally assisted 
activities are carried out or in other areas 
not generally less desirable in regard to 
public utilities and commercial facili¬ 
ties) . as determined by the Agency. 

(4) Maximum amount — replacement 
housing payment. The total replacement 
housing payment that may be made for 
a family or Individual eligible for a re¬ 
placement housing payment under 
9 500.103c <c) of the regulations In this 
subpart shall be an amount not to exceed 
$5,000. which, when added to the acquisi¬ 
tion payment, shall be equal to the aver¬ 
age prioe required for purchase of a de¬ 
cent, safe, and sanitary dwelling of 
modest standards adequate In size to ac¬ 
commodate the displaced owner, which Is 
reasonably accessible to public services 
and places of employment, and which Is 
available on the private market, 

§500.110 Ddrrminnlicm* in coinicmnji- 
tion proceeding*. 

Notwithstanding any other provision 
of the regulations In this subpart, when 
property is acquired by proceedings in 
condemnation, and the amount of the 
Judgment Includes an allowance for any 
of the expenses included within the defi¬ 
nition of relocation payment in 9 500.101 
(p) of this subpart, the portion of the 
Judgment representing compensation 
for these expenses, if separately stated, 
shall be entitled to recognition as a relo¬ 
cation payment in an amount not to 
exceed the applicable dollar limitations 
of f 500.109: Provided , That the allow¬ 
ance for actual direct loss of property 
makes no compensation for loss of good¬ 
will or profit. 
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Subpart A—Relocation Payments 

§ S10.100 .Statement of applicable law. 

Section 404(a) of the Housing and 
Urban Development Act of 1965,42 U.S.C. 
3074(a). provides that financial assist¬ 
ance extended to any applicant under 
the Open-Space Land Program under 
title VII of the Housing Act of 1961. as 
amended, 42 U.S.C. 1500, may include 
grants for relocation payments made on 
such terms and conditions and subject 
to such limitations as are set forth in 
sections 114 (b), (c>, and (d) of the 
Housing Act of 1949, as amended, 42 
UJ3.C. 1465 (b), (c). and <d). Section 
516 of the Housing and Urban Develop¬ 
ment Act of 1968, 42 U.8.C. 1465(C), 
amends section 114(c) by expanding the 
relocation payments provisions applica¬ 
ble to the programs of the Department 
of Housing and Urban Development. 

§ 510.101 Definition*. 

For the purpose of the regulations in 
this subpart, the following terms shall 
mean: 

(a) Actual direct loss of property. 
Actual loss In the value of the property 
(exclusive of goods or other inventory 
kept for sale) sustained by the claimant 
by reason of the disposition or abandon¬ 
ment of the property resulting from the 
claimant’s displacement. A loss result¬ 
ing from damage to the property while 
being moved Is not included. 

(b) Acquisition . The obtaining by the 
Agency of title to, or the right to posses¬ 
sion of. real property. 

(c) Agency. A public body authorized 
to acquire real property in the locality 
for open-space use. 

(d) Base period. The 2 tax years im¬ 
mediately preceding displacement (or, If 
the business concern is not in business 
that long, such other period as may be 
approved by HUD): Provided, That if a 
business concern does not qualify as a 
small business concern under paragraph 
(r) (2) of this section based upon the 2 
tax years immediately preceding dis¬ 
placement and the Agency finds that its 
business activity during such period was 
not representative, the base period shall 
be the third and fourth tax years im¬ 
mediately preceding displacement. 

(e> Business concern. A corporation, 
partnership, individual, or other private 


entity, including a nonprofit organiza¬ 
tion, engaged in some type of business 
(including farming), professional, or 
Institutional activity necessitating fix¬ 
tures. equipment, stock in trade, or other 
tangible property (including livestock) 
for the carrying on of the business, 
profession, or institution. 

it) Claimant . An individual, family, 
or business concern, as defined in this 
section: or. in the case of a claim for a 
relocation payment for settlement costa, 
an owner (or Joint owners). other than a 
public entity, of real property, or interest 
therein, transferred to the Agency. 

(g) Family. Two or more persons re¬ 
lated by blood, marriage, or adoption, 
who are living together in a single dwell¬ 
ing unit. 

(h) Federal Grant Contract. A con¬ 
tract between the Federal Government 
and the Agency under title VII of the 
Housing Act of 1961, as amended. 42 
U.S.C. 1500. for a grant by the Federal 
Government for the acquisition of real 
property for open-space use. 

(i) HUD. (1) Prior to November 9, 
1965, the Housing and Home Finance 
Administrator; or (2) on and after No¬ 
vember 9. 1965, the Housing and Home 
Finance Administrator in the Depart¬ 
ment of Housing and Urban Development 
pending appointment of the Secretary 
of Housing and Urban Development, and 
thereafter the Secretary of Housing and 
Urban Development; or (3) an employee 
duly authorized to perform the func¬ 
tions of such Administrator or Secretary. 

(J) Individual. A person who is not 
a member of a family. An elderly indi¬ 
vidual is an individual 62 years of age 
or over at the time of displacement. A 
handicapped Individual Is an individual 
who has a physical impairment which Is 
expected to be of long-continued and 
indefinite duration and which substan¬ 
tially impedes his ability to live Inde¬ 
pendently. 

(k) Moving expenses —(1) Individuals 
and famines. Costs of packing, storing 
(for a period of 1 year or less), carting, 
and insuring of property and Incidental 
costs of disconnecting and reconnecting 
household appliances. 

(2) Business concerns. Costa of dis¬ 
mantling. crating, storing (for a period 
of 1 year or less), transporting, insuring, 
reassembling, reconnecting, and rein¬ 
stalling of property (including livestock 
and goods or other inventory kept for 
sale), exclusive of the cost of any addi¬ 
tions, Improvements, alterations, or 
other physical change# in or to any 
structure In connection with effecting 
such reassembly, reconnection, or 
relnstallatton. 

(l) Project Undertakings and ac¬ 
tivities of any Agency in connection with 
the acquisition of real property for open- 
space use. 

(m) Project area. The area acquired 
by the Agency, the acquisition of which 
Is assisted under a Federal Grant Con¬ 
tract. 

(n) Property. Tangible personal 
property, excluding fixtures, equipment, 
and other property which under State 
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or local law arc considered real prop¬ 
erty, but including such Items of real 
property as the site occupant may law¬ 
fully remove, 

(o) Real property: Acquisition of; 
transfer of title to. References to the 
acquisition of real property or to the 
transfer of title to real property or simi¬ 
lar references are references to a fee 
simple title or lesser interest. 

(p) Relocation payment. A payment 
by an Agency: 

(1) To an individual or family, for 
reasonable and necessary moving ex¬ 
penses and any actual direct loss of 
property (for which reimbursement or 
compensation is not otherwise made); 

(2) To a business concern, for its rea¬ 
sonable and necessary moving expenses 
and any actual direct loss of property 
except goodwill or profit (for which re¬ 
imbursement or compensation is not 
otherwise made): 

(3) To a small business concern, for 
its displacement (small business dis¬ 
placement payment); 

(4) To or on behalf of a family or 
elderly Individual for relocation adjust¬ 
ment prior to August 1, 1968 (relocation 
adjustment payment); or to or on behalf 
of a family or elderly or handicapped 
individual on or after August 1. 1968 
(additional relocation payment). 

(5) To an individual, family, or busi¬ 
ness concern for settlement costs (for 
which reimbursement or compensation 
is not otherwise made). 

(6) To a family or individual to assist 
an owner-occupant of a one- or two- 
family dwelling in the purchase and oc¬ 
cupancy of a replacement dwelling on 
or after August 1. 1968 (replacement 
housing payment). 

(q) Settlement costs. (1) Recording 
fees, transfer taxes, and similar expenses 
incidental to conveying real property to 
the Agency: 

(2) Penalty costs for prepayment of 
any mortgage encumbering such real 
property: and 

(3) The pro rata portion of real 
property taxes and public service charges 
allocable to a period subsequent to the 
date of vesting of title, or the effective 
date of the acquisition of such real 
property by the Agency, whichever is 
earlier. 

(r) Small business concern. A busi¬ 
ness concern (other than a nonprofit 
organization) which during the base 
period had: 

(1) Average annual net earnings be¬ 
fore income taxes of less than $10,000: 

and 

(2) In the case of displacements prior 
to June 15, 1966. average annual gross 
receipts or sales In excess of $1,500: or, 
in the case of displacements on and after 
June 15, 1966, average annual gross re¬ 
ceipts or sales in excess of $1,500 together 
with average annual net earnings before 
income taxes in excess of $500, or average 
annual gross receipts or sales in excess of 
$2,500. 

Earnings for the purpose of this para¬ 
graph (r) Include salaries, wages, or 
other compensation received by an owner 
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of the concern or any member of his 
household related to him. The term 
••owner" as used in the previous sentence 
includes the sole proprietor in a sole 
proprietorship, the principal partners in 
a partnership, and the principal stock¬ 
holders of a corporation, as determined 
by HUD. 

(s) Title VII. Title Vn of the Hous¬ 
ing Act of 1961, as amended, 42 U.S.C. 
1500. 

§ 310.102 Relocation payment* by the 
Agency, 

The Agency shall make relocation pay¬ 
ments to or on behalf of eligible claim¬ 
ants in accordance with and to the full 
extent permitted by the regulations in 
this subpart: Provided . That for each 
Federal Grant Contract the Agency may 
elect whether to make payments for 
moving expenses in excess of $25,000 in 
accordance with 9 540.113(a) (2). Reloca¬ 
tion payments made in accordance with 
the regulations in this subpart and pur¬ 
suant to a Federal Grant Contract are 
reimbursable in full to the Agency as a 
Title VII grant. 

§310.103 Eligibility condition*—mov¬ 
ing r\|K-nsc*, art uni direct low of 
property, and *ett lenient coat*. 

(a) Moving expenses and actual di¬ 
rect property loss. A claimant is deemed 
displaced by the acquisition of real 
property for open-space use and is eligi¬ 
ble for a relocation payment for moving 
expenses and actual direct loss of 
property if: 

(1) The acquisition of real property 
necessitates vacation of such property by 
the claimant on or after March 4, 1965: 
and 

(2) (i) The claimant is an occupant of 
the real property on the date of execu¬ 
tion of a Federal Grant Contract author¬ 
izing the ac quisi tion of the real prop¬ 
erty or, If HUD concurrence Is given 
for the acquisition of the real property 
prior to its approval of a Federal Grant 
Contract, the date of such HUD con¬ 
currence (provided that in the latter 
case a Federal Grant Contract for the 
project Is thereafter executed), regard¬ 
less of when or If such acquisition takes 
place, or (11) the claimant Is an occu¬ 
pant of the real property at the time of 
its acquisition. 

(b) Moving expenses—outdoor ad¬ 
vertising display . Notwithstanding the 
fact that a business concern may not be 
doing business in the project area, and 
subject to all other eligibility require¬ 
ments of paragraph (a) of this section, 
a business concern shall be entitled to a 
relocation payment for moving expenses 
with respect to its outdoor advertising 
displays required in the determination 
of the Agency to be removed from the 
project area. 

(c) Settlement costs. A claimant is 
deemed displaced by the acquisition of 
real property for open-space use and 
is eligible for a relocation payment for 
settlement costs if (I) he is the owner 
of the real property on or after August 
10, 1965, and at the time of the transfer 
of title to the Agency, and (2) if the 
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transfer of title to the real property 
occurs on or after the date of execution 
of a Federal Grant Contract authorizing 
the acquisition of the real property, or 
if HUD concurrence is given for the ac¬ 
quisition of the real property prior to 
its approval of a Federal Grant Con- 
tract. on or after the date of such HUD 
concurrence: Provided , That a Federal 
Grant Contract for the project Is there¬ 
after executed. 

<d) Temporary moves within project 
area. No relocation payment shall be 
made for a temporary move within the 
project area. 

§ 510.101 r.litiibility condition—Miiull 
busincM displacement payment. 

A small business concern which satis¬ 
fies the eligibility conditions of 9 540.103 

(a) governing moving expenses and ac¬ 
tual direct loss of property Is eligible for 
a small business displacement payment 
if the concern: 

(a) Is not a part of an enterprise hav¬ 
ing two or more establishments outside 
the project area; 

(b) Has filed with the Internal Reve¬ 
nue Service income tax returns for the 
base period; or has furnished such other 
evidence of earnings as may be approved 
by HUD; and 

(c) Was doing business In the real 
property on the date of the approval by 
the Agency of an application for an 
open-space grant under Title VII. 

§ 510.105 Eligibility—relocation adjust¬ 
ment payment; additional relocation 
payment; replacement homing pay¬ 
ment. 

(a) Relocation adjustment payment. 
A family or elderly individual who satis¬ 
fies the eligibility conditions of 9 540.103 
<a), governing eligibility for a relocation 
payment for moving expenses and actual 
direct loss of property, prior to August 1, 
1968, is eligible for a relocation adjust¬ 
ment payment if the claimant: 

(1) Is unable to secure a suitable 
dwelling unit in (1) a low-rent housing 
project assisted under the United States 
Housing Act of 1937, as amended, 42 
U.S.C. 1401 et seq. (or a State or local 
program found by HUD to have the same 
general purposes) or (11) a dwelling unit 
assisted under section 101 of the Housing 
and Urban Development Act of 1965, 12 
U.S.C. 17018(a); and 

(2) Has moved to a decent, safe, and 
sanitary dwelling. 

(b) Additional relocation payment. A 
family or elderly or handicapped indi¬ 
vidual who satisfies the eligibility condi¬ 
tions of 9 540.103(a), governing eligibility 
for a relocation payment for moving ex¬ 
penses and actual direct loss of property, 
on or after August 1. 1968, Is eligible for 
an additional relocation payment if the 
claimant: 

(1) Is unable to secure a suitable 
dwelling unit in (1) a low-rent housing 
project assisted under the United States 
Housing Act of 1937. as amended, 42 
U-8.C. 1401 et seq. (or a State or local 
program found by HUD to have the same 
general purposes) or (11) a dwelling unit 
assisted under section 101 of the Housing 
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and Urban Development Act of 19(15, 12 
U.8.C. 1701s(a); and 

(2) Haa moved to a decent, safe, and 
sanitary dwelling: Provided , That an 
additional relocation payment not to ex¬ 
ceed $500 in the first 12 months and $500 
in the second 12 months may be made 
on a lump-sum basis or other than a 
monthly basis in cases In which other 
than monthly paym ents are determined 
warranted by HUD. 

(c) Replacement housing payment. A 
family or individual who satisfies the eli¬ 
gibility conditions of 1 540.103(a), gov¬ 
erning eligibility for a relocation payment 
for moving expenses and actual direct 
loss of property, on or after August 1, 
1963. Is eligible for a replacement housing 
payment if the claimant: 

(1) Is the owner of the real property 
acquired for a project assisted under title 
VII of the Housing Act of 1961. as 
amended. 42 U.8.C. 1500; 

(2) Has occupied a single- or two- 
family dwelling located on the real prop¬ 
erty for not less than 1 year prior to the 
initiation of negotiations for the acqui¬ 
sition of the property: 

(3) Does not receive the additional 
relocation payment provided for by 
f 540.105(b): 

(4) Purchases and occupies a replace¬ 
ment dwelling within 1 year subsequent 
to the date on which he is required to 
move from the dwelling acquired for the 
project: and 

(5) Does not receive a payment pur¬ 
suant to the 8tate law of em inent do¬ 
main determined by HUD to have 
substantially the same purpose and ef¬ 
fect as would a replacement housing 
payment and to be a part of the cost of 
the project for which Federal financial 
assistance is available. 

g 5-10.106 Vacation of real properly 
within 18 months after acquisition by 
Agency. 

Notwithstanding any other provision 
of the regulations In this subpart, no 
claimant displaced from predominantly 
undeveloped land shall be eligible for any 
relocation payment (other than settle¬ 
ment costs) unless the claimant vacates 
the real property within 18 months (or 
such other period as the Agency shall, 
with HUD concurrence, approve) after 
acquisition of the real property by the 
Agency. 

§ 540.107 Notice of intention to move. 

Except as provided in this section, no 

relocation payment for moving expenses 
or actual direct loss of property And no 
small business displacement payment 
shall be made to a business concern un¬ 
less (a) the Agency has received, at least 
30 days but not earlier than 90 days 
prior to the moving date, written notice 
from the business concern of Its inten¬ 
tion to move or dispose of the property, 
which shall be described generally In the 
notice, and the date of such intended 
move or disposition, and (b) the busi¬ 
ness concern has permitted, at all rea¬ 
sonable times, the Inspection by or on 
behalf of the Agency of such property 
at the site from which the business con- 
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cem is displaced. For the purpose of 
this section, “moving date ,f shall mean 
the date on which the first item of prop¬ 
erty Is intended to be moved or dis¬ 
posed of. The Agency may make a re¬ 
location payment notwithstanding non¬ 
receipt of such timely notice only if the 
Agency has determined that there was 
reasonable cause for the failure of the 
business concern to give such notice, 
and the Agency has adequately verified 
the facts pertaining to the move or dis¬ 
position and the requested relocation 
payment. 

§ 540.108 Administration of rrlorntion 
payments* 

(a) Conditions for relocation pay¬ 
ment. The Agency (or. if the Agency is 
the municipality, the board or commis¬ 
sion responsible for carrying out the fed¬ 
erally assisted activities or, if there Is no 
such board or commission, the principal 
executive officer of the municipality) 
shall approve a schedule (Form HUD- 
6148) of average annual gross rentals 
for standard housing in the locality for 
determining the amount of relocation 
adjustment payments and additional re¬ 
location payments in accordance with 
{540.113 (c) and (d), and a separate 
schedule (Form HUD-6155) for deter¬ 
mining the average price of standard 
sales housing in a locality, and any other 
conditions under which the Agency will 
make relocation payments. The sched¬ 
ules and conditions shall be consistent 
with the regulations in this subpart and 
shall be available in written form to 
claimants in the relocation office of the 
Agency. 

(b) Notice to claimants. The Agency 
shall furnish all claimants who are antic¬ 
ipated to be displaced, with on informa¬ 
tional statement advising the claimant of 
(1) the availability of relocation pay¬ 
ments and (2) the office where the con¬ 
ditions under which relocation payments 
will be made are available for Inspection. 

(c) Acfion on claim — finality. The 
Agency Is Initially responsible for deter¬ 
mining the eligibility of a claim for. and 
the amount of. a relocation payment and 
shall maintain In Its files complete and 
proper documentation supporting the 
determination. The determination on 
each claim shall be made or approved 
either by the governing body of the 
Agency or by the principal executive of¬ 
ficer of the Agency or his duly author¬ 
ized designee. The determination b y the 
Agency or any redeterminatlon by HUD 
shall be final and conclusive with respect 
to the rights of any claimant, and not 
subject to redeterminatlon by any court 
or any other officer. Subject to the re¬ 
quirements of this paragraph (c), the 
Agency may permit a third-party con¬ 
tractor responsible for relocation activi¬ 
ties to examine and recommend action 
on a claim and to disburse funds In pay¬ 
ment of a claim which has been approved 
by the Agency. 

<d> Prompt payment. A relocation 
payment shall be made by the Agency as 
promptly as possible after a claimant's 
eligibility has been determined in ac¬ 


cordance with the regulations in this 
subpart. 

(e) Agency setoff against claim. The 
Agency may set oft against the claim of 
an otherwise eligible claimant any fi¬ 
nancial claim the Agency may have 
against the claimant arising out of the 
use of the real property. 

(f) Approval by HUD — business con - 
cents. No relocation payment for mov¬ 
ing expenses or settlement costs, or both, 
in excess of $10,000 shall be made with¬ 
out approval by HUD. 

<g) Accounts and records. Accounts 
and records shall be maintained as pre¬ 
scribed by HUD and shall be subject to 
ins pectio n or audit at all reasonable times 
by HUD. Records pertaining to eligi¬ 
bility of relocation payments, including 
all claims, receipted bills or other docu¬ 
mentation in support of a claim, and 
records pertaining to action on a claim, 
shall be retained by the Agency for not 
less than 3 years after the completion 
of the project. 

§ 540.10 4 ) Fixrd rrlocntlon paptimH to 
individuals and families for moving 
expenses. 

(a) Schedule of Axed payments. An 
Agency intending to pay fixed amounts in 
lieu of payments for reasonable and nec¬ 
essary moving expenses and actual direct 
loss of property of eligible individual 
and families shall prepare a schedule of 
the fixed amounts which it proposes to 
pay. The schedule shall contain a state¬ 
ment indicating that the Agency Intends 
to permit eligible individuals and families 
to claim reimbursement for their actual 
moving expenses and actual direct loss 
of property. 

(b) Schedule provision . (1) A pro¬ 
posed schedule of fixed payments to eli¬ 
gible individuals and families owning 
furniture shall provide for a graduated 
scale of payments related to the number 
of all rooms occupied by the claimant ex¬ 
cept bathrooms, hallways, and closets, 
which payments shall not exceed the 
lowest normal charge for carting expen¬ 
ses for the average time required to move 
personal effects: Provided , That In any 
event the payments shall not exceed the 
maximum reimbursement to eligible in¬ 
dividuals or families provided in the reg¬ 
ulations in this subpart. 

(2) Fixed payments to eligible Indi¬ 
viduals or families not owning furniture 
shall not exceed: (1) $5 for any Indi¬ 
vidual. (11) $10 for any family. 

(c ) Administration of Axed payments. 
Eligible individuals or families may be 
paid the amount provided in t he sch edule 
of fixed payments approved by HUD upon 
receipt of a properly completed claim. 
A fixed payment shall be In full settle¬ 
ment for the claimant's moving expense 
and any actual direct loss of property. 
If the Joint occupants of a single dwell¬ 
ing unit at the project site move to two 
or more locations and consequently sub¬ 
mit more than one claim, an eligible 
claimant for a fixed payment may be 
paid only his reasonable prorated share 
(as determined by the Agency) of the 
total fixed payment applicable to such 
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dwelling unit, and the total of fixed pay¬ 
ments made to all such claimants moving 
from such dwelling unit shall not exceed 
the total fixed payment applicable to such 
dwelling unit. 

§ 310.110 Urtrrniintng moving 
of liutinr** concern. 

<a> Submission of bids prior to mov¬ 
ing date. No claim for a relocation pay¬ 
ment for moving expenses In excess of 
$500 shall be allowed for costs Incurred 
by a business concern on or after De¬ 
cember 1, 1966, unless the concern has 
submitted to the Agency, at least 15 days 
prior to the commencement of the move, 
a bid from three reputable firms cover¬ 
ing the moving costs involved. When¬ 
ever It Is not feasible to obtain three bids 
for any category of work, a lesser num¬ 
ber of bids shall be submitted, together 
with a written justification by the con¬ 
cern: and no relocation payment shall 
be allowed in such cases unless the Agen¬ 
cy has approve d the Justification. The 
Agency, with HUD concurrence, may 
waive any requirement of this paragraph 
(a) for good cause. 

(b) Payment not to exceed low bid. 
Payment to a business concern for mov¬ 
ing expenses shall not exceed the amount 
of the low bid submitted In accordance 
with paragraph (a) of this section un¬ 
less the bid requirement has been waived 
in accordance with paragraph (a) of this 
section. 

§ 3IO.I I I Drlrrmininc nrluul dirert Io*« 
of properly. 

(a) The amount of actual direct loss 
of any item of property claimed shAll be 
determined as follows: 

( X ) The fair market value of the prop¬ 
erty for continued use at its location 
prior to the displacement shall be ascer¬ 
tained by the claimant by an appraisal 
satisfactory to the Agency, except as 
provided In subparagraph (2) of this 
paragraph. 

(2) If the value of the property for 
which actual direct loss Is claimed does 
not warrant the expenses of an appraisal, 
then Its fair market value for such con¬ 
tinued use shall be computed as follows: 
The original cost of the item to the 
claimant (exclusive of Installation cost), 
multiplied by the figure obtained by di¬ 
viding the period of the remaining use¬ 
ful life of the property at the date of 
removal. by the period of the normal 
useful life of the property at the date of 
its acquisition by the claimant. 

(3) The property shall be disposed of 
by a bona fide sale (as determined by 
the Agency) at the highest price offered 
after reasonable efforts have been made 
over a reasonable period of time to In¬ 
terest prospective purchasers. A trade- 
in of the property may be considered a 
bona fide sale, and the trade-in allow¬ 
ance, exclusive of any amount of dis¬ 
count that would be allowed on the price 
of the property being acquired In the ab¬ 
sence of the trade-in, shall be deemed 
the amount realized upon the sale of the 
property. 

(4) If the amount realized from the 
sale, after deducting ordinary and rea¬ 


sonable expenses of the sale. Is less than 
the fair market value for such continued 
use, the difference between the net 
amount realized and the fair market 
value Is the amount of actual direct loss 
of the property. Expenses of sale In¬ 
clude such items as sale commissions, 
auctioneer’s fees, advertising oosts. and 
similar charges. 

(b) If a bona fide sale Is not effected 
because no offer Is received for the prop¬ 
erty, after reasonable efforts have been 
made over a reasonable period of time to 
sell It, then its fair market value for con¬ 
tinued use. ascertained as provided In 
this section. Is the amount of actual di¬ 
rect loss of the property. 

<c> Cost of appraisals: The cost of ap¬ 
praisals to determine actual direct loss 
of property. If made by or In behalf of 
the claimant. Is not allowable as part of 
a claim. 

§ 510.112 Filing of rlntni*. 

(a) Form of claim. To obtain a re¬ 
location payment, a claimant shall file a 
written clai m wi th the Agency on the 
appropriate HUD forms. 

lb) Documentation in support of 
claim. A claim shall be supported by 
the following: 

(1) If for moving expenses, except In 
the case of a fixed payment, a receipted 
bill or other evidence of such expenses. 
By prearrangement between the Agency, 
the claimant, and the mover, confirmed 
in writing by the Agency, the claimant 
may present an unpaid moving bill to the 
Agency, and the Agency may pay the 
mover directly. 

(2) If for actual direct loss of prop¬ 
erty, written evidence thereof, which may 
include appraisals, certified prices, copies 
of bills of sale, receipts, canceled checks, 
copies of advertisements, offers to sell, 
auction records, and such other records 
as may be appropriate to support the 
claim. 

(3) In any other case, such documen¬ 
tation as may be required by the Agency, 
which may include income tax returns, 
withholding or informational statements, 
and proof of age. 

<c) Time for filing claims . A claim for 
moving expenses, actual direct loss of 
property, or a small business displace¬ 
ment payment shall be submitted to the 
Agency within a period of 6 months 
after the displacement of the claimant. 
A claim for settlement costs shall be 
submitted within 6 months after the 
costs have been incurred. A claim for a 
relocation adjustment payment or for an 
additional relocation payment shall be 
submitted within a period of 60 days 
after the displacement of the claimant. 
A claim for a replacement housing pay¬ 
ment shall be submitted within 18 
months after the displacement of the 
claimant. 

(1) Displacement prior to December l t 
196C. Notwithstanding the first three 
sentences of tills paragraph (c), the 6- 
month and 60-day filing periods referred 
to therein shall commence running on 
the date of receipt of a notification of 
the availability of relocation payments 
or the date of a published notice with 


respect to any claimant who Is displaced 
prior to December 1, 1966. and prior to 
the receipt of such notification or the 
date of such published notice. 

(2) Waivers. The time limitations in 
this paragraph (c) may be waived by the 
Agency for good cause, with HUD con¬ 
currence. 

§340.113 limitation on amount of rr- 
IcM'Mtion payment*. 

(a) Moving expenses and loss of prop¬ 
erty. —(1) Maximum amount — individ¬ 
uals or families , The maximum reloca¬ 
tion payment that may be made or rec¬ 
ognized for moving expenses and actual 
direct loss of property, for which reim¬ 
bursement or compensation Is not other¬ 
wise made, to an individual or family 
shall not exceed $200. The maximum 
relocation payment that may be made 
or recognized for moving expenses and 
actual direct loss of property, for which 
reimbursement or compensation Is not 
otherwise made, to two or more unre¬ 
lated individuals occupying the same 
dwelling unit shall not exceed $200. 

(2) Maximum amount—business con¬ 
cerns. The maximum relocation pay¬ 
ment that may be made or recognized 
In the case of a business concern for 
moving expenses and actual direct loss 
of property, for which reimbursement 
or compensation is not otherwise made, 
shall not exceed $3,000: Provided . That 
If the total of the actual moving expenses 
incurred on or after March 4. 1965, and 
prior to August 12. 1965, is greater than 
$3,000, the maximum relocation payment 
that may be made or recognized in the 
case of a business concern, for which re¬ 
imbursement or compensation Is not 
otherwise made, shall be the total of 
such actual moving expenses or $25,000, 
whichever Is less. If the total of the 
actual moving expenses Incurred on or 
after August 12. 1965, Is greater than 
$3,000, the maximum relocation payment 
that may be made or recognized In the 
case of a business concern, for which re¬ 
imbursement or compensation Is not 
otherwise made, shall be the sum of: 

(i) The total actual moving expenses 
or $25,000 whichever Is less; and 

<ii) A percentage of the actual moving 
expenses In excess of $25,000, which per¬ 
centage shall be the same as the per¬ 
centage of project cost paid for by the 
Federal Grant under the terms of the 
Federal Grant Contract: Provided , That 
the Agency makes a cash payment to the 
business concern equal to the remainder 
of the actual moving costs In excess of 
$25,000, which payment shall not con¬ 
stitute any portion of the local share of 
the project cost. 

<3) Maximum moving distance. If a 
business concern moves beyond 100 miles 
from the boundary of the city, town, 
township, village, or county, as the case 
may be. In which the project Is carried 
out, a relocation payment for its moving 
expenses may not be made In excess of 
the reasonable and necessary expenses 
for moving such distance of 100 miles. 

<b) SmaU business displacement pay¬ 
ment—fixed amount. A small business 
displacement payment shall be $1,500 for 
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business concerns displaced prior to Au¬ 
gust 10.1065. and $2,500 for business con¬ 
cerns displaced on or after August 10. 
1965. 

(o) Maximum amount—relocation ad¬ 
justment payment. The total relocation 
adjustment payment that may be made 
for a family or elderly Individual shall 
be an amount not to exceed $500 which, 
when added to 20 percent of the annual 
Income of the family or individual at the 
time of displacement, equals the average 
annual gross rental required for a decent, 
safe, and sanitary dwelling of modest 
standards adequate In size to accommo¬ 
date the family or individual (In the 
area In which the project Is carried out 
or in other areas generally not less de¬ 
sirable In regard to public utilities and 
public and commercial facilities), as de¬ 
termined by the Agency. 

(d) Maximum amount—additional re¬ 
location payment. The total additional 
relocation payment that may be made to 
a family or elderly or handicapped indi¬ 
vidual shall consist of monthly payments 
over a period not to exceed 24 months 
and shall be paid in an amount (not to 
exceed $500 In the first 12 months and 
not to exceed $500 In the second 12 
months) which, when added to 20 per¬ 
cent of the annual Income of the family 
or individual at the time of displacement, 
shall be equal to the average annual 
gross rental required at such time to 
secure a decent, safe, and sanitary 
dwelling of modest standards adequate 
in size to accommodate the family or 
Individual (In the area In which the proj¬ 
ect is carried out or in other areas not 
generally less desirable In regard to pub¬ 
lic utilities and commercial facilities), as 
determined by the Agency. 

(e) Maximum amount—replacement 
housing payment. The total replacement 
housing payment that may be made for 
a family or Individual eligible for a 
replacement housing payment under 
g 540.105(c) of the regulations in this 
subpart shall be an amount not to exceed 
$5,000, which, when added to the acqui¬ 
sition payment, shall be equal to the 
average price required for purchase of a 
decent, safe, and sanitary dwelling of 
modest standards adequate in size to 
accommodate the displaced owner, which 
Is reasonably accessible to public services 
and places of employment, and which is 
available on the private market. 

§ 310.Il l Determination* in romlrnma. 
lion proceeding*. 

Notwithstanding any other provision 
of the regulations in this subpart, when 
property Is acquired by proceedings In 
condemnation, and the amount of the 
Judgment Includes on allowance for any 
of the expenses included within the defi¬ 
nition of relocation payment appearing in 
3 540.101 (p) of this subpart. the portion 
of the Judgment representing compen¬ 
sation for these expenses, if separately 
stated, shall be entitled to recognition as 
a relocation payment In an amount not 
to exceed the applicable dollar limitation 
of 3 540.113: Provided , That the allow¬ 
ance for actual direct loss of property 


makes no compensation for loss of good¬ 
will or profit. 

Subpart B—Tho Legacy of Parks 
Program 

§ 310.201 Objective*. 

Objectives of the program as set forth 
In the law Include: 

To help curb urban sprawl and prevent the 
spread of urban blight and deterioration, to 
enoourage more economic and desirable ur¬ 
ban development, to as&iet In preserving 
areas and properties of historic or architec¬ 
tural value, and to help provide necessary 
recreational, conservation, and scenic areas 
by assisting State and local public bodies In 
taking prompt action to (1) provide, pre¬ 
serve. and develop open-space land In a man¬ 
ner consistent with the planned long-range 
development of the Nation** urban areas. 
(2) acquire. Improve, and restore areas, sitae, 
and structure* of historic or architectural 
value, (8) develop and Improve open space 
and other public urban land, and (4) encour¬ 
age the acquisition of Interests In undevel¬ 
oped or predominantly undeveloped land 
which would have special significance In 
helping to shape economic and desirable pat¬ 
terns of urban growth. 

§ 510.202 Scope. 

The program provides matching grants 
to States and local public bodies for up 
to 50 percent of the cost for acquiring 
title or other interests in and developing 
open-space land: for acquiring, restor¬ 
ing. or improving sites, structures or 
areas of historic or architectural signifi¬ 
cance: and for public environmental im¬ 
provements which provide long-term 
benefits In urban areas. In addition, the 
program provides grants to States and 
local public bodies for up to 75 percent 
of the cost for acquiring interest in un¬ 
developed or predominantly undeveloped 
land which has special significance in 
helping to shape economic and desirable 
patterns of urban growth < hereinafter 
sometimes referred to as * 4 urban shap¬ 
ing*’ projects >. 

§ 310.203 The program and low and 
moderate income homing. 

(a) The Departmen t of Housing and 
Urban Development (HUD) will encour¬ 
age use of the program to provide recre¬ 
ation resources and other amenities in 
and near housing developments for low 
and moderate Income families. 

(b) Program projects and sites that 
include in their sendee area public or pri¬ 
vate housing developments for low and 
moderate income families will be given 
priority consideration for funds If they 
will provide open space opportunities 
within a year to such housing develop¬ 
ments and if such housing developments 
involve 50 or more housing units already 
existing or planned. 

§ 510.201 Coordination with oilier III D 
program*. 

HUD supports an integrated approach 
at local, State, and Federal levels to ur¬ 
ban development. To facilitate this ap¬ 
proach. extra credit under the project 
selection system will be given to projects 
that arc undertaken in conjunction with 
other HUD programs, such as the New 


Communities Program and Operation 
Breakthrough. 

g 310.205 Citizen participation. 

HUD encourages meaningful partici¬ 
pation of citizens in HUD-asaisted ac¬ 
tivities at the local government level. 

§ 510.206 Public control and um*. 

Land acquired under this program 
must remain under public control in 
perpetuity (except ‘‘urban shaping" 
projects or conversions meeting stand¬ 
ards specified in 3 540.250). Areas ac¬ 
quired or assisted under the program 
must be available to the general public, 
without discrimination. 

§ 510.207 Applicants. 

Any State or local public body Includ¬ 
ing any Indian tribe, band, group, and 
nation of the United States which Is 
legally authorized to undertake a proj¬ 
ect under the program and to contract 
with the Federal Government to receive 
funds for that purpose Is eligible for 
grants. 

8 510.208 Project location criteria. 

(a) Authorized projects must be lo¬ 
cated in an area which Is urban in char¬ 
acter. This includes those surrounding 
areas which in the judgment of the Sec¬ 
retary, form an economic and socially 
related region, taking into consideration 
such factors as present and future pop¬ 
ulation trends and patterns of growth, 
location of transportation facilities and 
systems and distribution of industrial, 
commercial, residential, governmental, 
institutional and other activities. 

(b) Where there may be a question of 
meeting the urban area requirement 
determinations as to eligibility will be 
made by HUD. 

§ 310.209 Local dmre. 

The Federal share of a project cannot 
exceed 50 percent of eligible costs (ex¬ 
cept for urban shaping projects. I 540 - 
202). To secure Federal funding the ap¬ 
plicant must 6how that local funds are 
available or authorized for the project 
Evidence of availability of funds must 
show that necessary local legislative ap¬ 
provals and authorizations have been 
given, including authorization for specific 
project financing when State or local 
public funds are used. Where any portion 
of the local share is coming from a source 
not directly controlled by the applicant 
tho applicant must show evidence of a 
binding commitment for the funds, or its 
intention to provide the entire non-Fed- 
eral share. Part of the local share may 
be provided by donated materials or land 
as provided in I 540.248. 

§540.210 Planning requirement*. 

Section 703 of title VII of the Housing 
Act of 1961. requires that grant assistance 
provided pursuant to this title must be 
needed for carrying out a unified or offi¬ 
cially coordinated program, meeting 
criteria established by the Secretary, for 
the provision and development of open- 
space land as part of the comprehensively 
planned development of the urban area. 
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(a) Planning requirement determina¬ 
tions. Planning comments must show 
that the proposed project la part of or 
consistent with the areawide compre¬ 
hensive plan and program for the urban 
area, and must show that the project Is 
part of or consistent with a functional 
element of that plan. 

(b) Certification . HUD has initiated a 
certification procedure for notifying 
area wide planning organizations and 
areawide planning jurisdictions when 
they fulfill HUD planning requirements. 
The certification process is effective for 
Areawide Planning Jurisdiction and Or¬ 
ganization Certification. Comprehensive 
Planning Certification, and will also be 
effective for Functional Planning and 
Programing Certification on July 1. 1972. 
This is explained in detail in Circulars 
MPD 6415.1A, and MPD 6415.3. copies of 
which are available from the HUD area 
office, 

<c) Requirements /or projects pri¬ 
marily of local significance . If the proj¬ 
ect is primarily of local significance 
(such as small parks). the project must 
be in. or consistent with, the local com¬ 
prehensive plan and evidence must be 
shown that the project Is consistent 
with the areawide comprehensive plan¬ 
ning process. 

6 540.211 Coordination r4'<|uirrmrnh. 

(a) Project notification and review 
system. Potential applicants shall com¬ 
ply with the Project Notification and 
Review System described in Office of 
Management and Budget Circular No. 
A-95. 

<b) Review and comment. (1) Appli¬ 
cations and any amendments thereto 
which Involve a major change in a proj- 
ect, m ust be submitted for review to the 
HUD recognized Areawide Planning 
Organization <APO). where the appli¬ 
cant Is located. If the applicant is a 
special purpose unit of local government, 
such as a recreation commission, the 
applications must be submitted for re¬ 
view by the units of general local gov¬ 
ernment in the area where the project is 
to be located, os well as to the APO. 

(2) Each application, when sub¬ 
mitted to HUD, must be accompanied by 
the comments and recommendations of 
the APO and. If through a special pur¬ 
pose unit of local government, the gen¬ 
eral local government, and a statement 
by the applicant that such comments 
and recommendations have been con- 
si dered prior to formal submission of the 
application. 

(c) If the APO has teen designated as 
a metropolitan or regional clearing¬ 
house under Office of Management and 
Budget Circular A-95. the applicant 
must satisfy the requirements of that 
circular. 

(d) Projects in or affecting a model 
neighborhood require execution of the 
certification in the application form 
which gives evidence of participation in 
planning the project by the City Demon¬ 
stration Agency and its citizen par¬ 
ticipation structure, as well as any Input 
by the citizen participation structure 
that local arrangements provide. 
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(e) Executive Order 11237, July 27, 
1965 (30 Fit. 9433). sets forth policies 
and requirements for coordination of 
programs of open space acquisition for 
recreational purposes and is applicable 
to this program and the outdoor recrea¬ 
tion program administered by the Bureau 
of Outdoor Recreation (BOR). Depart¬ 
ment of the Interior, under the Land and 
Water Conservation Fund Act of 1965. 
16 UB.C. 460d. 460Z Pursuant to the 
order, the following requirements 
apply: 

(1) If land proposed to be acquired 
for recreational purposes under either 
program is located wholly or partly In 
an urban area, the acquisition must meet 
the planning and programing require¬ 
ments of this program, whether assist¬ 
ance is to be obtained under the Land 
and Water Conservation Fund Act. 16 
U S.C. 46Od, 4601, or this program. 

*2) No application shall be filed with 
HUD under the program for acquisition 
or development of land included in an 
application currently under considera¬ 
tion for possible funding by the Bu¬ 
reau of Outdoor Recreation. UB. De¬ 
partment of the Interior, through the 
Land and Water Conservation Fund. 

(3) Projects with historic significance 
may be considered for fund assistance 
from either this program or the Depart¬ 
ment of the Interior National Park Serv¬ 
ice Program. '‘Grants to States for His¬ 
toric Preservation.** However, applicants 
must elect to apply for assistance under 
either HUD’s or Interior’s grant -pro¬ 
grams and may not apply under both. 

§510.212 HUtoric preservation. 

For the costs of acquiring, restoring, 
Improving, or moving a structure of his¬ 
toric or architectural significance to be 
eligible for assistance, such structure, 
site, or area must be listed on the Na¬ 
tional Register of Historic Places. 

§ 510.213 Relocation policie* and re¬ 
quirement*. 

Projects under the program are sub¬ 
ject to all requirements of the Uniform 
Relocation Assistance and Real Prop¬ 
erty Acquisition Policies Act of 1970 
< Public Law 91-646. 84 Slat. 1894) and 
the Secretary’s rules an d reg ulations is¬ 
sued thereunder (24 CFR Part 42). 
Applicants will be required to submit 
satisfactory assurances as specified In 
section 210 of the Act. 

§ 510.211 (Reserved J 

§ 540.215 Li* il right* provision*. 

Title VI of the Civil Rights Act of 
1964 (78 Stat. 252; 42 UB.C. 2000d) f 
prohibits discrimination on the basis of 
race, color, or national origin in the use 
of any facility or improvement of prop- 
perty provided with Federal assistance. 
When filing for assistance, an applicant 
must certify his Intention to comply 
with this requirement. 

§ 510.216 Equal employment opportun¬ 
ity requirement*. 

Executive Order 11246. as amended, 
specifies that Federally assisted construc¬ 
tion contractors must take affirmative ac¬ 
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tion to ensure that there is equal em¬ 
ployment opportunity without regard to 
race, color, religion, sex, or national ori¬ 
gin. This requirement applies to all con¬ 
tracts under the program Involving con¬ 
struction work such as improvements, 
demolition and site clearance, and resto¬ 
ration. Grantee? should secure from a 
HUD office instructions on procedures 
and requirements. 

§ 540.217 Kedrral labor *tandard% and 
« onlrarling ri quirr titrtit*. 

(a> Construction projects being fi¬ 
nanced with Federal funds under the 
program must meet Federal labor stand¬ 
ards and prevailing wage requirements, 
except that work performed by employ¬ 
ees of the grant recipient and contracts 
of less than 32.000 will be exempt from 
the Federal labor standards provisions. 

(b) The applicant w r ill be required to 
certify that all bidding documents, con¬ 
tracts. and subcontracts except as ex¬ 
empted above, include the Federal labor 
standards provisions. The applicant will 
be responsible for administering and en- 
forcln g the se provisions. 

(c) HUD Area Offices will provide nec¬ 
essary information on Federal labor 
standards which require payment of at 
least minimum wage rates (including 
fringe benefits) applicable to each clas¬ 
sification of laborers and mechanics em¬ 
ployed. as determined by the Department 
of Labor in accordance with the Davis- 
Bacon Act (40 U.S.C. 276a); payment of 
time and one-half for overtime worked 
in excess of 8 hours in 1 day or 40 hours 
in 1 week, as required by the Contract 
Work Standards Act, 40 U.S.C. 327; pay¬ 
ment in full (less deductions made man¬ 
datory by law) to all employees engaged 
in work on the project not less often 
than once each week; and compliance 
with applicable regulations Issued by the 
Secretary' of Labor in accordance with 
the provisions of the Copeland 18 U.S.C. 
974. and Antiklckback Acts 40 UB.C. 
276c. 

§540.218 Political artivity of public 
body person mi. 

Section 12(a) of the Hatch Act, 5 
UB.C. 1501 et seq . applies with respect 
to officers and employees of the grant 
recipient whose principal employment is 
in connection with an activity which Is 
financed In whole or in part by Federal 
grants made under title VII of the Hous¬ 
ing Act of 1961, as amended. 

§ 540.219 Continuing maintenance pro¬ 
gram for a**Utrd project*. 

Properties acquired or developed under 
the program must be satisfactorily 
maintained. The applicant must certify 
to an adequate maintenance and operat¬ 
ing program for the property for a mini¬ 
mum of 3 years except for historic 
preservation projects where perpetual 
maintenance is required. 

§ 510.220 Environment*! impart -Inle¬ 
nient. 

The National Environmental Policy 
Act of 1969 (42 UB.C. 4321) establishes 
new national policy, goals and proce¬ 
dures for protecting and enhancing the 
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environment. For projects specified be¬ 
low. an environmental impact statement 
will be required with the application: 

(a) All sanitary landfill projects. 

<b) Any project upon which two or 
more surface areas of water will be Im¬ 
pounded. 

(c> Block land acquisitions of 8 acre* 
or more in high density and built-up 
areas, or of 300 acres elsewhere. 

(d> Projects affecting properties on 
the National Register of Historic Places 
(sec § 540.225). 

The form for this statement is available 
from the HUD Area Office. 

g 510.221 Uml adjacent to m I tool 

(a) Where land is being acquired ad¬ 
jacent to a site for a new school, grant 
assistance will generally be limited to the 
acquisition of land in excess of the mini¬ 
mum local site standards for new school 
sites. The minimum local standards will 
be those explicitly adopted by the school 
agency: in an instance where no mini¬ 
mum standards have been adopted, a set 
of recommended standards used by the 
school agency may be accepted. 

(b) In every case where land Is being 
acquired or developed adjacent to a 
school site, the application must Include 
the following: 

(1) A statement that the open space 
being acquired Is for general community 
or neighborhood benefit and use. and 
will be open to the general public except 
when its use w ould conflict with the func¬ 
tions of the adjacent school. 

<2> A wTitten cooperation agreement 
between the school agency and the park/ 
recreation agency indicating that it Is 
their intent to maximize the multiple- 
use capability of all school open space 
areas and that the design and opera¬ 
tional planning of the respective agencies 
incorporates this concept. 

§ 5 10.222 I^and located in flood plain. 

HUD encourages location of projects 
in flood plains. However, if a proposed 
project Is located within the limits of a 
flood plain area, the applicant is re¬ 
quired to submit certain statements con¬ 
cerning potential hazards, justification 
and designs for the area (setf $ 540.247). 

§ 5 10.223 Sanitary landfill treatment. 

Property proposed for sanitary land¬ 
fill treatment can be acquired under the 
program only when the project meets 
the following requirements: 

(a) The applicant must provide certi¬ 
fications by appropriate local and State 
agencies that the landfill operation will 
not contribute to water or air pollution, 
or cause a public nuisance: and 

(b) The proposal must provide for 
readying the land for open space use 
within 10 years: and 

(c) An ‘ Environmental Impact State¬ 
ment** must be submitted <see $ 540.220). 

§ 540.221 Disaster Relief Art of 1970 
(Public law 91—606)* 

Projects In President! ally proclaimed 
major disaster areas will be given pri¬ 
ority and immediate consideration for 
grant assistance. 
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§ 540.225 Properties on the National 
Register. 

(a) Section 106 of the Historic Preser¬ 
vation Act of 1966 (Public Law 89-655. 
80 Stat. 915) requires that all Federal 
agencies prior to licensing or approving 
any undertaking, shall take Into account 
the effect of a project on any district, 
site, building, structure, or object listed 
on the National Register of Historic 
Places, maintained by the National Park 
Service of the UB. Department of the 
Interior. 

<b) If any proposed project under the 
program will adversely affect a National 
Register property, the applicant sh ould 
bring it to the attention of the HUD 
Area Office. 

$510,226 Acquisition and clearance* 

(a) For open space or historic preser¬ 
vation purposes. Land to be acquired 
must be located in an urban area and 
must be within the area for which the 
applicant exercises, or participates in the 
exercise of, open space responsibilities. 
Acquired land may be undeveloped, pre¬ 
dominantly undeveloped or developed. 
Acquisition of developed land is per¬ 
mitted only if the local governing body 
determines that adequate open space 
cannot effectively be provided through 
the use of existing undeveloped or pre¬ 
dominantly undeveloped land. No size 
limit is imposed on acquired undeveloped 
or predominantly undeveloped sites. 
However, the size of developed land sites 
will generally be limited to no more Uian 
4 acres. 

(b) For urban shaping projects. Land 
must be undeveloped or predominantly 
undeveloped. If withheld from commer¬ 
cial. industrial, and residential develop¬ 
ment. land must have special significance 
in helping to shape economic and desir¬ 
able patterns of urban growth outside of 
existing urban areas which is directly 
related to the development of new com¬ 
munities or the expansion and revitaliza¬ 
tion of existing communities. 

(C) Impact on project cost. For the 
purpose of computing the amount of the 
Federal grant generally no more than the 
fair market value of the acquired land 
will be considered. The fair market value 
(FMV) will be established In accordance 
with procedures stipulated in U 540.232- 
640.234. The HUD sliare of acquisition 
cost will not exceed 50 percent (or 75 per¬ 
cent in the case of “urban shaping'* proj¬ 
ects) of the certified FMV regardless of 
the cost Incurred by the applicant, unless 
the property is acquired by condemnation 
and the award is determined by a trial 
on the merits of the issue of value ac¬ 
cording to law. Any amount paid pur¬ 
suant to a stipulation of agreement with 
an ow*ncr in excess of the certified FMV 
acquisition price will not be recognized 
as a project cost. 

§ 510.227 Timing of acquisition. 

Project cost will not Include the FMV 
of land acquired prior to HUD authoriza¬ 
tion to proceed with purchase. Land will 
be considered acquired as of the date a 
mutually binding purchase agreement is 
executed, title to the land Is transferred. 


or condemnation proceeding Is initiated 
which proceeding cannot be withdrawn 
without penalty, whichever is earliest. 

§ 540.228 Completion of acquisition. 

Acquisition under an approved project 
must be completed or condemnation pro¬ 
ceedings must be Instituted within 12 
months of the time the grant contract is 
executed between HUD and the appli¬ 
cant unless an extension of the time 
period has been specifically requested 
and approved in writing by HUD. 

§ S 10.229 Eligible acquisition ro%t*. 

(a) Costs related to acquisition which 
are eligible for grant assistance include- 
The coat of required appraisals, title re¬ 
ports. assurances of title, negotiation ex¬ 
penses. cadastral survey of the project 
boundary, condemnation court costs, at¬ 
torney's fees for condemnations and 
closing purchases, closing costs, interest 
paid on condemnation awards, taxes and 
public service charges allocable to the 
period after acquisition, as well as per¬ 
missible or required costs under the Uni¬ 
form Relocation Assistance and Real 
Property Acquisition Policies Act of 1970 
< Public Law 91-640. 84 Stat. 1894) and 
the HUD Secretary's rules and regula¬ 
tions issued thereunder (24 CFR Part 42). 

<b) However, attorney's fees of the ap¬ 
plicant for necessary legal services will 
not be considered an eligible project cost 
if the attorney performing the service is 
a regular employee of the applicant, or if 
he or his firm is employed under a lump 
sum retainer arrangement to perform all 
services for the applicant. 

§ 510.230 Lind ocqtiMtion policies ami 
requirement** 

Projects under the program are subject 
to all requirements of the Uniform Re¬ 
location Assistance and Real Property 
Acquisition Policies Act of 1970 (Public 
Law 91-646. 84 £tat. 1894) and the 
Secretary’s rules and regulations Issued 
thereunder <24 CFR Part 42). Appli¬ 
cants W’ill be required to submit satis¬ 
factory assurances under section 305 of 
the Act. Details for land acquisition pro¬ 
cedures and requirements are available 
from the HUD Area Office. 

§ 510.231 Term* aim! condition* of ac¬ 
quisition. 

Each property shall be acquired on the 
following basis: 

(a) Title. Except as Indicated In 
4 540.237, fee simple title shall be ac¬ 
quired subject only to reservations, out¬ 
standing Interest, encumbrances, and 
exceptions to title approved by HUD. 

<b) Closing and possession. To the ex¬ 
tent practical, the owner shall be per¬ 
mitted in the agreement of sale to de¬ 
termine the date for closing and delivery 
of possession. 

(c) Taxes and public charges. Real 
property taxes and any charges for pub¬ 
lic services (such as water, sewerage, and 
trash collection) shall be prorated as of 
the date title vests in the applicant or 
the date of taking possession or under a 
court order In an eminent domain pro¬ 
ceeding or under a voluntary given right 
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of entry and possession, whichever oc¬ 
curs first. 

<d) Rents and deposits. Rents and de¬ 
posits collected by a seller from tenants 
shall be either prorated as of the date of 
closing or retained by the seller for the 
rental period In which title Is acquired 
by the applicant. Any deposits or rent 
prepaid to the seller beyond the end of 
the current rental period or beyond 1 
month after closing, whichever occurs 
first, shall be paid by the seller to the 
applicant at closing. 

<c) Closing costs . The expense of clos¬ 
ing. Including examination and evidence 
or assurance of title and preparation and 
recording instruments of conveyance to 
the applicant, shall be paid by the ap¬ 
plicant as an eligible project C06t But 
the applicant shall not pay any cost of 
clearing title. 

§ 540.232 Determining fair market 
value. 

In making Its determinations of fair 
market value, the applicant shall take 
the following actions: 

(a) Appraisals. Each property shall be 
appraised independently by two com¬ 
petent professional appraisers selected by 
the applicant. An additional appr&Lsal is 
permitted if required by State law. If 
discrepancies appear in the two ap¬ 
praisals first obtained, or there is pres¬ 
ence of trade fixtures in a property. 

(b) Staff review of appraisals. The ap¬ 
praisals must be reviewed by a competent 
staff appraiser or a private professional 
appraiser ufider contract to the appli¬ 
cant. The review shall require the ap¬ 
praisers to make any corrections in their 
reports needed to ensure substantial con¬ 
sistency in factual data therein. The re¬ 
viewer shall determine the acceptability 
and adequacy of the appraisal reports, 
including the data and analyses fur¬ 
nished by the appraisers to support their 
opinions of value. The review shall in¬ 
clude an on-site Inspection of the prop¬ 
erty and of the comparable properties 
considered by the appraisers in deriving 
their valuations. If the reviewer finds the 
appraisal reports acceptable and properly 
documented, he shall determine for each 
parcel hla opinion of the fair market 
value thereof. The reviewer findings shall 
be set forth in a written report which 
shall identify the appraisal reports re¬ 
viewed and explain the basis for his con¬ 
clusion as to fair market value. 

(c) Applicant's determination o/ value. 
The applicant shall study Its review 
appraiser’s fair market value determina¬ 
tions and his report thereon. With re¬ 
spect to properties for which the 
governing body of the applicant accepts 
the reviewer's report and valuations, it 
shall adopt a resolution which among 
other things: 

(1) Establishes the fair market value 
of each property; 

(2) Identifies each property by name 
of owner, parcel number of other 
identification; 

(3) Delimits the property and the in¬ 
terest to be acquired therein: 


(4) Certifies as to the work of the 
appraisers and the review appraiser with 
respect to each property. 

With respect to any properties for which 
the applicant does not agree with its re¬ 
view appraiser’s determinations of fair 
market value, the applicant shall submit 
to HUD, for determination of the ac¬ 
quisition price which may be included 
In project cost, all appraisal reports on 
the properties, the reports of the review 
appraiser, a statement of the determina¬ 
tion of fair market value proposed by the 
applicant and its Justification therefor. 

(d) Procedure after determining fair 
market value. (1)A certified copy of the 
resolution of the applicant, which es¬ 
tablishes the applicant’s determinations 
of fair market value, shall be sent to 
HUD promptly after its adoption. 

(2) After submitting the resolution to 
HUD. the applicant shall promptly open 
negotiations for the acquisition of the 
properties involved in accordance with 
the Uniform Relocation Assistance and 
Real Property Acquisition Policies Act of 
1970 (Public Low 91-646. 84 Stat. 1894) 
and the HUD Secretary’s rules and reg¬ 
ulations Issued thereunder (24 CFR Part 
42). 

§ 310.233 Property of local government 
or certain official*. 

If a parcel is owned, or was owned at 
any time after the filing of the applica¬ 
tion. by another public body. & member 
of the applicant's governing body, or an 
officer or employee of the applicant who 
exercises any responsible function In 
carrying out the project, the maximum 
amount that will be recognized for the 
acquisition of the parcel, whether ac¬ 
quired by purchase or condemnation, will 
not exceed the lowest of the following: 

<a) The fair market value, as con¬ 
curred in by HUD. 

(b) The price paid by such owner, if 
the owner acquired the property after 
the filing of the application, except by, 
or as a consequence of. foreclosure of a 
tax lien. 

(c) The price received by such owner. 
If sold after the filing of the application. 

§ 5 10.23 ft Value of public* property. 

The determination of fair market value 
for a property owned by a public entity 
shall not reflect: 

(a) Enhancement or depreciation at¬ 
tributable to the undertaking of the 
project. 

<b) Enhancement in value from any 
cause after the first acquisition of pri¬ 
vately owned property for the project. 

The determination of fair market value 
shall not exceed the highest satisfactory 
appraisal, properly adjusted to take the 
foregoing factors into account and shall 
be the value of the property for private 
uses for which the property is suitable or 
adaptable. 

§ 540.235 Acquisition of *lruc*turr«. 

(a) Structures located on land being 
acquired, may be acquired and their 
acquisition cost Included as an eligible 
proje ct cost. If in the Judgment of the 
HUD area office such acquisition does not 


2172! 

change the open space character of the 
project. Unless Infeasible or Impractical 
structures which are not to be demolished 
should be considered for possible recrea¬ 
tion or open space related functions. Eli¬ 
gible costs for refurbishing such struc¬ 
tures arc discussed In 5 540.242. 

<b> Where demolition Is contemplated 
and permissible, for each structure the 
cost of acquisition, demolition, and site 
clearance, less salvage value, may be in¬ 
cluded In the project eost. To the extent 
possible, structures to be demolished and 
cleared should be small, detrimental, or 
dilapidated and substandard. 

§ 540.236 Mortgage or deed of lrn*t. 

Land encumbered by mortgages or 
deeds of trust may be acquired provided: 

(a) That such an agreement does not 
extend for a period of time longer than 
ten (10) years: 

<b> That no grant payment will be 
made until the amount owing on the 
mortgage or deed of trust note has been 
reduced to 50 percent of the certified 
fair market value <FMV) of the acquired 
property. 

§ 510.237 Acquisition of ItM tlinn fee 
interest. 

Applicant proposals to undertake proj¬ 
ects involving acquisition of less than a 
fee Interest In land will be considered by 
HUD on a case basis. Such exemptions to 
fee simple title could Include the pur¬ 
chase of easements, purchase agree¬ 
ments subject to life-estates, lease-back 
arrangements or reserved rights, and 
short- or long-term leases. Specific In¬ 
formation on allowable exceptions can be 
obtained from the HUD Area Office. 

§ 540.238 Deed restriction: recordation. 

<a) Deeds and other Instruments re¬ 
quired to vest title of record in the appli¬ 
cant shall be recorded. For each assisted 
open space site, applicants shall record 
In the deed or land records of the Juris¬ 
diction a restriction which states lhat 
the sale, lease, mortgaging, or creation of 
other indebtedness or other transfer of 
the site or any interest therein is sub¬ 
ject to the prior approval of the Secre¬ 
tary of Housing and Urban Development 
and for properties listed on the National 
Register of Historic Places prior approval 
of the Secretary of HUD and the Secre¬ 
tary of the Interior must be provided for. 

(b) Cost of recordation is an eligible 
project cost. 

§ 510.239 Eligible development rit»U. 

Development and clearance activities 
are eligible under the Program. Such ac¬ 
tivities mast be compatible with the na¬ 
ture of the community's control of the 
land. If a community controls lands by 
means of a short-term lease, then assist¬ 
ance will not be provided for expensive 
and immovable types of development. 
Projects undertaken as ’ urban shapers*' 
<75 percent grants for land acquisition 
cost' may include development <50 per¬ 
cent grant) where the development Is 
compatible with both the immediate and 
long-term use of the land and where the 
project is In a defined urban area. 


No. 248—PL n-^Sec. 


FEDERAL REGISTER, VOL 36, NO. 246—WEDNESDAY, DECEMBER 22. 1971 
-17 






21722 

§ .*10.2 t0 Timing of development nrliv. 
ilic*. 

i a ) Development activities begun prior 
to the issuance of a letter of consent will 
not be eligible for assistance. Develop¬ 
ment is considered commenced as of the 
date the applicant becomes uncondi¬ 
tionally bound by a contract or issues a 
work order covering the activities in 
question, or actually begins the activities, 
w Wchever is earlier. 

<b* In combined acquisition and de¬ 
velopment projects, development must 
be commenced ei thcr within 6 months of 
the date the land is acquired or the con¬ 
tract for the project is executed, which¬ 
ever is later. All activities must be com¬ 
pleted within 12 months of contract 
execution. 

(c) Where a project Involves develop¬ 
ment only, activities must commence 
within 6 months of contract execution 
and be completed within 12 months of the 
contract execution date. 

(d> HUD will give priority status to 
applications involving areas where there 
is a critical need for recreational facili¬ 
ties, and which contemplates immediate 
development of such facilities. 

§ 510.211 Dcvclopnirtu mid rr*t«’ralion 
planning. 

Site design plans, detailed construc¬ 
tion drawings, and specifications, and 
restoration plans, drawings, and specifi¬ 
cations are required for all development 
and restoration projects carried out un¬ 
der the program. Preparation of such 
plans, drawings, and specifications may 
be undertaken prior to the submission 
of ap application; however, the cost of 
such preparation will be eligible as part 
of project costs only if undertaken after 
issuance of an authorization to proceed 
(see f 540.247). Notwithstanding the 
foregoing restrictions, the reasonable 
costs of preliminary and general plan¬ 
ning necessary to estimate project costs 
for .application or proappilcatlon pre¬ 
paration will be eligible for inclusion in 
project costs even If Incurred prior to 
issuance of an authorization to proceed. 

§510.212 Park devclopmrnt. 

Plans for developing park and open- 
space land must insure that the land s 
character as open space is preserved. 

<a> Structures. (1) As a general rule, 
no more than 10 percent of the area of a 
site may be occupied by structures or 
buildings not being preserved under his¬ 
toric preservation. However, when the 
area to be acquiree! is 2 acres or less, the 
10 percent limitation may be waived 
Recreation improvements* such as game 
courts or minor structural apparatus 
such as playground equipment are not 
included in the 10 percent computation. 
The applicant must obtain prior HUD 
approval of any construction which 
would result in covering more than 10 
percent of an open-space site with major 
structures or buildings, whether or not 
HUD assistance is required for the pro¬ 
posed development activities. 

(2) Applicants planning to use a por¬ 
tion of an assisted site for the location of 
any building or other structure not 
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clearly related to public recreation and 
other leisure time activities, must obtain 
advance permission in writing from 
HUD. 

(b) Swimming pools. <1> Pools serv¬ 
ing either low-income or high density 
populations or both will be eligible for 
grant assistance. To meet the low- 
income requirement the median family 
Income of the service area of a swimming 
pool would be $5,000 or less. HUD will 
consider waivers for special situations. 
To meet the high density requirements 
the pool must be located in an area that 
is zoned for high density uses, such as 
high-rise apartments, multiple family 
dwellings and row houses. 

<2> Year-round pdol facilities are 
eligible for assistance under the pro¬ 
gram. Such assistance may include up to 
$100,000 per project in grant funds for 
the costs of any structure providing 
weather protection. 

<c> Other development. Basic activi¬ 
ties for making a park site useable or in¬ 
creasing its usefulness may be funded 
under the program. Such activities 
include: 

<1> Transportation and circulation. 
Roadways, vehicular bridges, and park¬ 
ing areas as w’ell as sidewalks, foot 
bridges, and paths for walking, hiking, 
and bicycle riding. 

<2 1 Landscaping and basic site im- 
provement. Grading, planting, and seed¬ 
ing. Construction of retaining walls, 
bulkheads, curbing, fencing, directional 
signs, site markets, and fixtures neces¬ 
sary for safety measures. 

(3) Utilities . Installation of basic util¬ 
ities needed to serve the area, including 
sanitary sewers, storm sewers, and drain¬ 
age systems, water lines and water fa¬ 
cilities, electric facilities, lighting fix¬ 
tures. and undergrounding of utility 
lines. 

(4> Recreational facilities and equip¬ 
ment. Facilities having long-term use¬ 
fulness. Including playground apparatus, 
paved game courts, game fields, wading 
pools, fountains and reflecting pools, 
equipment for use by particular age 
groups, such as the elderly, and picnic 
areas Including fireplaces, tables, and 
shelters. 

<5> Improvement of acquired struc¬ 
tures. Minor refurbishing of structures 
acquired shall be allowed if the building 
will be used for recreation purposes. 
Eligible costs for the restoration of his¬ 
toric structures listed on the National 
Register are discussed in 8 540.245. 

§ 510.2 13 Em*ironnirnlnl improve¬ 

ment*. 

Activities designed to make public 
lands more pleasing to the eye, more at¬ 
tractive and compatible with their sur¬ 
rounding area, and more useful to resi¬ 
dents may be assisted. Generally, assist¬ 
ance will not be provided for the con¬ 
struction of buildings; however, small 
structures, such as bus shelters and 
kiosks may be eligible for assistance If 
they contribute to the greater use and 
enjoyment of public lands. Eligible ac¬ 
tivities under this category are as 
follows: 


(a> Malls, squares, and plazas. Con¬ 
struction or Installation of fountains, 
decorative pavement and lighting, 
planters, street furniture, kiosks, lava¬ 
tories, sculpture, and simitar Improve¬ 
ments. Activities in behalf of the arts 
such as construction of facilities for out¬ 
door exhibits may also be Included: how¬ 
ever. the applicant should consult With 
HUD in cases where the cost of such 
facilities will be more than nominal. 

<b> Improvement of linking areas of 
the community. Community-wide im¬ 
provement of streets, greenways. park¬ 
ways, stream valleys, rights-of-ways, 
and other nonrecreational public places. 
Eligible activities include tree planting, 
landscaping design, construction, signs, 
undergrounding of utilities, and other 
measures to beautify the area over and 
above normal maintenance. 

<c> Public bwi/dinps and sites. Instal¬ 
lation of landscaping, special fencing, 
lighting and paving, wall murals, mosaics 
and effect lighting. In all cases, the site 
for which assistance Is granted must be 
available to the general public. 

§510.211 I'mlrr^ruund placement of 
utility distribution *y§tems. 

As used in this subpart, the term, '‘util¬ 
ity distribution systems," means existing 
low-voltage overhead electric and tele¬ 
phone utility distribution lines or sys¬ 
tems. Underground placement of high 
voltage distribution systems Is not elig¬ 
ible for funding under the program. 
Underground placement of portions of 
existing utility distribution systems 
located on a program assisted site will in 
no event be funded unless the locality has 
adopted and is enforcing legal measures 
to assure that utility distribution systems 
Installed In the future will be placed 
underground. If the utility company may 
legally be required to place existing lines 
underground at its own expense, no part 
of the cost Is eligible for grant assistance. 
However, if the utility company may not 
be so required, the net cost of placing a 
portion of an existing system under¬ 
ground. which portion is located on a 
program assisted site Is eligible for fund¬ 
ing. "Net cost" means the cost remaining 
alter the salvage value of transformers 
and other salvable equipment has been 
deducted. If capacity is Increased at the 
same time that utilities are placed 
underground, the cost attributable to 
increase of capacity Is not eligible for 
assistance. 

§ 510.215 Eligible* liiftforfc prc*rrvnl»o»» 
artivitir*. 

In addition to the activities previously 
listed under park development and en¬ 
vironmental improvements, there are a 
number of special activities relating to 
historic preservation which are eligible 
for funding under the program. 

(a) Acquisition, restoration , and other 
eligible activities. (1) Acquisition of prop¬ 
erties (see § 540.229). 

(2) Restoration of historic sites, areas, 
and structures to which the applicant 
has title or other permanent interest ap¬ 
propriate to the proposed project. 
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(3) Construction and stabilization 
costs to make historic buildings struc¬ 
turally safe. 

<4» Architectural fees and related pro¬ 
fessional services essential to restoration, 
including necessary historical research 
and measured drawings. 

<5) If historic structure to be restored 
Is to be used for private purposes, only 
costs of external restoration and costs of 
making the structure safe, are eligible. 

16 1 If historic structure will be open 
to the public on a regular basis, complete 
restoration of the interior building com¬ 
ponents will be eligible. This includes 
detailed restoration of nonstructural fix¬ 
tures. and of interior works of art which 
are an Integral part of the structure. 

t7> If the structure will be open to the 
public but complete interior restoration 
is not planned, program funds may be 
used for interior construction work to 
make the building useable. This will in¬ 
clude basic interior finish and detailing. 

(8) Exploratory engineering or archi¬ 
tectural investigation for the purpose of 
determining structural Integrity, making 
restoration or rehabilitation cost esti¬ 
mates, or determining whether structure 
is safe to the public. 

(b) Moving historic structures. Mov¬ 
ing an historic structure will be funded if 
evidence is presented that the structure 
faces imminent danger of loss unless 
moved. The following are eligible moving 
costs: 

(1) Stabilization of structure neces¬ 
sary for transportation. 

(2) Transportation of structure. 

(3) Rough grading and preparation 
of new site and provision of suitable 
foundation. 

(4) Public utility disconnections and 
reconnections as necessary. 

(5) Acquisition cost of new site only 
when there Ls no suitable publicly owned 
site. 

§ 5 10.2 16 Project *clrct»on ftystrm* 

(ft) General . (1) Project selection is 
ft systematic method of selecting for ap¬ 
proval those applications which best 
meet the national goals of the legislation. 

(2) The method of selection relies on 
Information provided in the application: 
therefore, applicants arc urged to refer 
to the ranking criteria which follow 
to ensure that pertinent information 
about each project which might influence 
its ranking is submitted with the 
application. 

(b) Ranking of applications and fund¬ 
ing decisions —(1) Priority projects. 
Those priority projects receiving letters 
of fund assurance shall be classified as 
to output classification and be processed 
for technical compliance and announce¬ 
ment. The following types of high pri¬ 
ority activities may receive preapplica¬ 
tion fund assurance by submitting a let¬ 
ter of intent: 

(1) Requests to develop open space in 
service areas where existing public open 
space is under 2.5 acres per thousand 
population. Project development must 
take place within 1 year. 

(ii) Requests to provide open space 
opportunities within a year to low- or 
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moderate-income housing developments. 
These housing developments must in¬ 
volve 50 or more housing units and must 
be already existing or planned for 
construction. 

<iii> Requests from a State or county 
to construct recreational facilities within 
a year on a site accessible to the central 
city in the already-developed or develop¬ 
ing part of a Standard Metropolitan 
Statistical Area <SMSA>. Access might 
be by public transportation or by some 
special transit program. 

<iv) Requests to develop within 1 
year, open space facilities serving low- 
income citizens in built-up portions of 
urban areas. Citizen participation in 
selecting and planning the site should 
be evidenced and if a model city neigh¬ 
borhood, a favorable statement from the 
CDA Director should be attached. These 
priority projects receiving letters of fund 
assurance shall be classified as to output 
classification and be processed for tech¬ 
nical compliance and announcement. 

«2> Nonpriority projects, (i) Nonpri¬ 
ority projects shall be classified as to 
output group and considered for pos¬ 
sible funding based on their ability to 
meet the ranking criteria and within 
funding constraints of each output 
group Once applications m a decision set 
have been classified into program out¬ 
put groups, they are ranked within each 
output group by a series of paired com¬ 
parisons. Under this technique, any two 
applications are compared with each 
other on the basts of the criteria for the 
group. One application is ranked above 
the other and then a third application 
is ranked separately with the first two. 
being compared against them one at a 
time. This process ls repeated for the 
whole group so that each application 
has been ranked against ail others. 

(ii) Once all of the output groups have 
been ranked, the budget for the decision 
set is distributed among the output 
groups by the area office. The top 10 per¬ 
cent of applications not funded will be 
held for a second analysis In the next 
decision set; the balance will be returned 
to the applicant. No application will be 
ranked In more than two decision seta. 

(c) Project analysis . The project selec¬ 
tion system Involves three basic steps: 
(1) Classification ol each site Into a 
••program output group/* <2) ranking of 
sites within each group according to 
specific criteria established for each 
group, and <3> decision on funding each 
program output group within the budget. 
Sites are classified into one output group 
that best characterizes the site and its 
use. 

(d) Program output groups—< 1» Gen¬ 
eral. Projects classified in Groups A. B. 
and D must be within Standard Metro¬ 
politan Statistical Areas (SMSA's). 
Groups C and P Include both SMSA and 
non-8MSA areas; Group E includes non- 
SMS A areas only. 

(2) Group A—Encouragement of bet¬ 
ter urban form; tracts that will demon¬ 
strably help guide urban development or 
redevelopment (urban shaping proj¬ 
ects) —(1) General considerations, (a) 
The key word la •‘demonstrably.** Esaen- 
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Ually all public acquisitions of land have 
some effect on urban development, either 
present or future. This group ls limited 
to open space proposals involving acqui¬ 
sitions clearly Intended as shaping me¬ 
chanisms. Example^ are such elements of 
guiding growth as preventing the de¬ 
velopment of flood plains for incompati¬ 
ble uses, separation of land uses, buffers, 
and reservation of stream valleys. 

tb> Classification of proposals into 
this group must recognize the element of 
shape and scale for effectiveness. Minor 
acquisitions whose shaping influence 
would be limited to the land immediately 
adjoining w r ouid not qualify for this 
group. 

<c> Large acquisition whose effect 
could not be registered within the next 
5-7 years should not be included in tills 
group, even though the site could even¬ 
tually have long-range shaping influence 
a decade or more hence. 

(U) RanJriiiq criteria. *a) Evidence 
of techniques other than land acquisition 
being effectively used to guide urban 
growth and development, such as ordi¬ 
nances and activities supporting lcss- 
thnn-fee preservation of open space, tax 
incentives, and regulations for planned 
unit developments. 

(6) Degree to which the form and 
timing of the project can be expected 
effectively to guide growth or develop¬ 
ment by preventing sprawl, separating 
land uses or densities, preventing uneco¬ 
nomical development, etc. 

(c) Degree to which the project is 
geared to the planning process and is 
specifically related to projected growth. 

<d> Imminence of loss to incompati¬ 
ble development. 

<e) Evidence of community need for 
Federal assistance, including frequency 
and volume of prior grants. 

(3) Group B-J —Areas providing 
needed open space opportunity in low- 
income neighborhoods —(I) General con¬ 
siderations. (a > Neighborhood or com¬ 
munity here means the service area of the 
specific project—within a 10-minute 
walk for a tot lot in a densely build-up 
area, within the city limits for a city¬ 
wide park, and so forth. Sites may range 
In size from a few thousand square feet 
to 10 to 20 acres or more. 

(b) Median family income in the serv¬ 
ice area or neigborhood of the project 
below $5,000 shall be taken as sufficient 
evidence to warrant classification in tills 
group. This standard is not Inflexible, 
however. Other cases where the facility 
Is specifically designed to serve the needs 
of lowMneome families, and where access 
to the site ls available or will be pro¬ 
vided by the community may also fit 
this group. 

<il> Ranking criteria. AH projects in 
this group are eligible for fund assur¬ 
ance and will not be subject to the proj¬ 
ect selection system. 

(4) Group B-2—Neighborhood parks — 
(i) General considerations, (a) This 
group includes most small parks and 
recreation areas and includes projects 
whose primary function Is the provision 
of active outdoor recreation to large 
numbers of people. It includes organized 
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game areas, tot lots, most small to mod¬ 
erate size city and neighborhood parks 
< except where any of the aforementioned 
facilities are In a low-income area. In 
which case they would be classed as 
B-l). 

ib) Areas over 20 acres would not 
normally meet this group definition. The 
existence of smaller areas within a large 
facility which are Intended for Intensive 
development (such as a children’s play¬ 
ground In a large regional park) would 
not qualify the larger area for classifica¬ 
tion in this group. 

<tt) Ranking criteria, <q) Degree to 
which the proposed project will meet the 
needs of a broad spectrum of the service 
area population, including its ac¬ 
cessibility by walking or public 
transportation. 

(b) Evidence of unmet recreation 
needs. 

(c) Evidence of rapid community 
growth. 

id) Proximity of the project to the 
city center. 

(e> Evidence of Intent to develop the 
area for Immediate use. 

(/) Imminence of loss or incompatible 
development. 

(g) Number of people who may bene¬ 
fit from the project relative to the in¬ 
vestment. 

(A) Evidence site Is the last remain¬ 
ing suitable undeveloped land in a 
neighborhood. 

«> Evidence of community need for 
Federal assistance, including frequency 
and volume of prior grants. 

(5) Group B-3 — General recreation 
areas —(i) General considerations. This 
group Includes most large city porks, 
regional parks, and areawide facilities. 
It includes many areas devoted to hunt¬ 
ing, fishing, picnicking, camping, hiking, 
nature study, ski areas, and most land to 
be developed for golf courses. 

(11) Ranking criteria . (a) Evidence of 
unmet recreation needs. 

<b) Evidence of rapid community 
growth. 

(c) Proximity of the project to the city 
center, and accessibility by walking or 
public transportation. 

id) Evidence of intent to develop area 
for immediate use. 

(e) Imminence of loss or Incompatible 
development. 

(/) Evidence of priority assigned the 
project In areawide and local planning 
and programing. 

(g) Number of people who may benefit 
from the project relative to the invest¬ 
ment. 

<h) Evidence site Is the last remaining 
suitable undeveloped land in the service 
area. 

«) Evidence of community need for 
Federal assistance, including frequency 
and volume of prior grants. 

(6) Group C— Historic sites and sthic- 
tares including non-SMS A —(i) Gen¬ 
eral considerations, (a) This group 
Includes all projects Intended primarily 
to preserve historic sites, structures, 
buildings, or objects. It also Includes the 
area Immediately surrounding the his¬ 
toric site that will be treated as part of 
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the same complex. Large areas having 
historical buildings will not automati¬ 
cally be classified in this group, unless 
the primary function of the entire area 
Is to preserve or protect the historic sites. 

(b) This group is normally limited to 
relatively small sites (20 acres or less) at 
the location of the historic site. 

(c) In selecting projects for grant as¬ 
sistance. HUD will give special considera¬ 
tion to those projects which are related 
to the Department's broad goals and 
which help support other HUD-assisted 
activities. 

<ii) Ranking criteria. The following 
factors will be considered In evaluating 
projects for grant assistance: 

« (a) Potential contribution to the com¬ 
munity or area In light of planned use of 
the property. 

<b) Historic or architectural signifi¬ 
cance of the site, structure, or area. 

(c) Evidence of need for Federal as¬ 
sistance. 

(d> Imminence of loss, including an¬ 
ticipated construction, use change, de¬ 
terioration. etc. 

(e) Priority of project In any existing 
State or areawide historic preservation 
plan. 

if) Potential contribution to the com¬ 
munity or area in light of the project's 
relationship to other HUD goals, Includ¬ 
ing citizen participation and the rela¬ 
tionship to programs and projects de¬ 
signed to help meet the Nation's housing 
goals. 

(7) Group D—Scenic and conservation 
areas —(1) General considerations. (a) 
This group is largely devoted to resource- 
oriented open space projects. Examples 
of typical areas Include a municipal 
watershed, a nature area, a scenic vista, 
preservation of wetlands, examples of 
the natural environment, small forest 
preserves, ecologlc laboratories, general 
watershed protection areas, wildlife sanc¬ 
tuaries and habitat, and similar areas. 

<b) Areas classified in this group may 
Involve some use of the area for outdoor 
recreation, Including hunting, fishing, 
camping, picnicking, hiking, skiing, na¬ 
ture walks, and so forth. 

(U) Ranking criteria . (a) Evidence 
that the project will meet an urgent 
local need. 

ib) Evidence of priority afforded the 
project by areawide and local planning 
and programing. 

<c> Evidence of multiple open space 
uses being served, and if recreation Ls 
involved, accessibility of the area by pub¬ 
lic transportation and Intensity of use. 

(d) Evidence the project is a key part 
of an open space plan. 

(e) Evidence that less-than-fee ac¬ 
quisition will not suffice. 

</) Evidence site is the last remaining 
suitable for this purpose In a community 
or neighborhood. 

<g) Ecological significance. 

ih) Evidence of community need for 
Federal assistance, including frequency 
and volume of prior grants. 

(8) Group E—Small to urns (except 
historic projects —(i) General considera¬ 
tions, This group Includes all open space 
projects (except historic projects) from 


applicants outside Stan dud Metropoli¬ 
tan Statistical Areas. The purpose of this 
group ls to recognize the differences of 
scale, purpose, size of clientele, and dollar 
magnitudes more often Involved in pro¬ 
posals submitted by smaller communities 
outside SMSA'a. Within the group, a sub- 
classification should be assigned to place 
the project In Groups A, B. or D. This 
subgrouping is used for Identification 
purposes. 

(ii> Ranking criteria, (a) Evidence 
that the project will meet an urgent local 
need. 

ib) Evidence of priority afforded the 
project by local programing. 

ic) Evidence the proposal will have 
substantial favorable economic impact— 
e.g. increased tourism. 

<d> Evidence of intent to develop area 
for Immediate use. 

<e) Evidence of local financial con¬ 
tribution. 

(/) Relative number of people who 
may benefit from the project for the 
investment required. 

ig) Evidence of community need for 
Federal assistance, including frequency 
and volume of prior grants. 

(9) Group F— Environmental im¬ 
provements —(1) General considerations. 
This group Includes community-wide 
efforts to Improve the overall appearance 
of a community or neighborhood. Par¬ 
ticular emphasis ls placed on those areas 
which although not yet blighted to the 
point of requiring major rehabilitation, 
are ugly and uninviting—lacking In Im¬ 
provements so Important to a sense of 
community spirit. 

(11) Ranking criteria, (a) Evidence 
that predominant costs of activities in¬ 
cluded in the application will be allocated 
for residential or resldenttolly related 
activities. 

ib) Degree to which the form and 
timing of the project can be expected to 
effectively help In the overall upgrading 
of the neighborhood or community and 
extent to which this program is coordi¬ 
nated with other programs and regula¬ 
tions to improve the quality of the 
environment. 

( c ) Evidence of community need for 
Federal assistance. Including frequency 
and volume of prior grants. 

id) Special urgency in the need for 
grant funds resulting from such factors 
as rapid increase in population or where 
the project will benefit low and moderate 
Income persons In an area being devel¬ 
oped for new residents, high population 
density, natural disasters, or on unem¬ 
ployment problem among the disadvan¬ 
taged or minority group members. 

(e) The adequacy of the local capital 
Improvements program as It relates to 
the development of a continuing en¬ 
vironmental improvement effort. 

(10) Special cases . (I) Malls and 
plazas are classified as Oroup A. 

(11) Very large open space systems re¬ 
lated to a metropolitan area are classi¬ 
fied as Group A, 

(111) Beaches are classified os either 
Group B-l or B~2, as appropriate. 
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(iv) School-park complexes are classi¬ 
fied as either Group B-l or R-2, as 
appropriate. 

§ 210.247 Suhmi-Mon and procr**jttj| 
rcquircnicnl*. 

<a> Application*. Application forms 
and technical assistance in application 
preparation are provided by HUD area 
offices. Preappiicatton conferences will 
usually be required for new applicants 
and may be required for any other appli¬ 
cant at the discretion of the HUD office. 
Applicants are encouraged to submit a 
consolidated application covering all 
program assisted activities planned for 1 
year. 

(b) Letters of intent . Applicants may 
file a complete program application or 
a letter expressing Intent to submit an 
application. If the applicant submits a 
letter of intent, it must contain enough 
information to qualify the slte(s) pro¬ 
posed for assistance in one of the priority 
categories listed in i 540.246 and must in¬ 
clude the following information: 

(1) Name and address of the official 
applicant agency. 

(2) General (neighborhood) location 
of the sitc<8) to be acquired and or 
developed. 

(3) Estimated total project acreage 
and cost (including acquisition and 
development). 

(4) A commitment to acquire the land 
and/or complete development within 1 
year. 

(5) If specific sites are planned, then 
comments from the Area wide Planning 
Agency and the A-95 Clearinghouse are 
needed. 

(c) Letters of assurance . (1) Upon re¬ 
ceipt of a letter of intent, HUD may issue 
a “letter of assurance" immediately, but 
in any event HUD will respond to the ap¬ 
plicant within 1 w r eek either providing a 
letter of assurance, or explaining to the 
applicant why such assurance will not be 
issued. 

(2) The letter of assurance will tem¬ 
porarily set aside the necessary funds, 
following which the community will have 
120 days to complete the necessary ac¬ 
tions that can permit formal submission 
of a complete application. If the appli¬ 
cant has not “taken up" the assurance 
at the end of the 120-day period, the 
assurance will be canceled. 

(d) Condemned land. If a condemna¬ 
tion proceeding has been instituted with 
respect to any land covered by an ap¬ 
plication for grant, the application docu¬ 
mentation shall identify the parcels for 
which condemnation proceedings have 
been instituted and. with respect to 
those parcels, include the following: 

(1) An opinion by the legal counsel 
for the applicant, establishing the legal 
authority of the applicant to discontinue 
the condemnation proceedings at any 
time prior to Judgment without incur¬ 
ring substantial liability or penalty, and 

(2) A statement that the applicant 
complied with HUD land acquisition pol¬ 
icy requirements prescribed In ( 240.230 


and describing the negotiations under¬ 
taken to purclmse each parcel. 

<e) Flood plain areas. If a proposed 
project is located within the limits of 
a flood plain area, the applicant should 
contact the HUD Area Office for instruc¬ 
tions. 

<f> Processing procedures . Upon re¬ 
ceipt of the application. HUD will assign 
a project number. A notification will im¬ 
mediately be sent to the applicant ac¬ 
knowledging receipt of the application, 
giving the assigned project number and 
indicating that the application has been 
accepted for processing or If not. why 
not. If nonremedlablc defects are noted 
(such as ineligibility of proposed proj¬ 
ect). the applicant will be advised that 
the applicant is rejected for non remedi¬ 
able reasons. If the application is incom¬ 
plete, the applicant will be given 30 cal¬ 
endar days to submit the additional ma¬ 
terial. If requested informations is not 
received within 30 calendar days, the 
application may be canceled and re¬ 
lumed to the applicant. 

(g) Authorization to proceed , (1) The 
program cannot assist land acquisition 
or project development activities com¬ 
menced prior to express HUD authoriza¬ 
tion to proceed. 

(2) Property will be considered ac¬ 
quired ns of the date a mutually binding 
purchase agreement is executed, title is 
transferred, or a condemnation proceed¬ 
ings is initiated which cannot be dis¬ 
continued without incurring substantial 
liability or penalty, whichever is earlier. 

(3) Development will be considered 
commenced as of the date the applicant 
becomes unconditionally bound by a con¬ 
tract or issues a work order covering the 
activities, or actually begins the activi¬ 
ties, whichever is earlier. 

(4) The letter acknowledging applica¬ 
tion receipt is not an authorization to 
proceed. 

(5) HUD authorization to proceed 
with activities under a pending applica¬ 
tion in advance of a decision on the ap¬ 
plication docs not insure that the proj¬ 
ect will later be approved for grant as¬ 
sistance. This authorization is extended 
to applicants only on an “at your ow r n 
risk" basis. 

§ .710.218 Financ ial requirement*, rc- 
Mrirlion*. and information. 

(a) Inspection fee. An inspection fee 
must be included in the computation of 
the total cost of any application. The 
amount of the fee is based on the cost of 
ail eligible activities included in an ap¬ 
plication and. in any event, will be not 
less than $750. The applicant's share of 
the fee will be collected by deducting it 
from the initial payment of grant funds 
under an approved project. Specific ad¬ 
vice regarding the Inspection fee will be 
provided by HUD area offices. 

<b> Fee schedule for real estate serv¬ 
ices. For projects involving the acquisi¬ 
tion of land, the estimated expense of 
real estate negotiation services, as an 
eligible administrative cost, may be com¬ 
puted from the maximum allowable fee 
schedule set forth below: 


Maximum 

Land Valuation Compensation 

Less than $2.000_$25 plus 3 percent ot 

txceoa above $500. 

$2,000 to $5,000-$70 plus 2 percent or 

cxceeu above $2,000. 

$5,000 to $10,000. $130 plus l^j percent of 

excess above $5,000. 

$10,000 to $20,000.. $205 plus 1 percent of 
excess above $10,000 
$20,000 to $50.000,. $305 plus ** percent of 
excess above $20,000. 
$50,000 to $200,000, $505 plus 0.2 percent of 
excess above $50,000. 

$200,000 or more_$805 plus 0 1 percent of 

excess above $200,000. 

(c) Local share —(1) General. The 
local share of total project cost may be 
made up of cash, force account work, or 
private donations of land, or materials. 
However, “not more than 50 per centum 
of the non-Federal share of such eligible 
project cost may be made up by dona¬ 
tions of land or materials" as provided in 
section 702 of the Act. The remainder of 
the non-Federal share may be made up 
of force account work. 

(2) Donations. (1) Gifts, bequests, and 
endowments of money or land, except 
anonymous donations, to the applicant 
arc acceptable for up to 50 percent of the 
applicant's share of project costs, sub¬ 
ject to concurrence in advance by HUD. 

(ID If a project is to involve donations 
of land or material obtain details on 
eligibility from the HUD area office. 

(3) Force account. Services provided 
by the applicant through utilization of 
its ow^i employees in carrying out devel¬ 
opment plans and activities may be uti¬ 
lized as part of the non-Federal share of 
a project. 

<d> Federal share . Grants under the 
program will be made only to reimburse 
the applicant for expenditures made for 
project activities. Therefore, the appli¬ 
cant must demonstrate capacity to 
finance project costs prior to receiving 
assistance. 

§ 510.249 Project approval. 

Information about HUD's actions and 
requirements following grant approval 
will be furnished by the HUD Area 
Office. 

§ 510.250 Transfers conversions in¬ 
terim UftC*. 

(a) General . Projects receiving assis¬ 
tance arc to be util ized as specified in the 
application and HUD grant contract. 
Under some conditions, the intended use 
may be altered if the change is in the in¬ 
terest of the Applicant grantee and the 
Federal Government. Any proposed in¬ 
terim use, incidental change In use of 
conversion to other uses, however, must 
have prior approval of HUD. Further¬ 
more. any income realized from Interim 
uses must be deducted from total project 
cost or officially earmarked for open 
space purposes. 

(b) Short term transfer of interests — 
(1) Transfer where there is an incidental 
change of use . Transfer of an interest in 
assisted land Is permissible where the 
resulting change of land use is not incon¬ 
sistent with the overall approved open 
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space use of the project and prior ap¬ 
proval has been obtained from HUD. For 
example. HUD might approve an under¬ 
ground-power line easement through a 
park. 

<2) Transfer of short-term interest 
contemplated originally. Transfer of a 
short term Interest In assisted land may 
be allowed If such transfer Is found to be 
consistent with project purposes and 
approved as part of the original approved 
project.' For example. HUD might ap¬ 
prove a year lease of land to be used for 
farm purposes If this land Is not Imme¬ 
diately needed by the grantee for ap¬ 
proved purposes. Any such approval will 
be specifically evidenced In the grant 
agreement with the grantee. “Short 
term", as used herein, is defined as not 
exceeding 3 years from the date of the 
grant agreement. 

(3) Transfer of a short-term interest 
not originally approved. Transfer of a 
short-term Interest not approved as part 
of the original approved project may be 
permitted where the assisted land has 
not been utilised for Us approved use. 
For example, HUD might approve a 1- 
year lease for parking purposes of land 
which was acquired for recreational use 
but has not been developed. "Short 
term" is defined for purposes, herein, as 
not exceeding 3 years from date of ap¬ 
proval of the transfer. 

(4) Conditions for oppronui. Approval 
of such transfers will be based upon pro¬ 
posed uses and terms and conditions that 
HUD deems appropriate. Including re¬ 
payment or reduction of the grant based 
on the value to the grantee of the trans¬ 
ferred interest. 

(5) Documents required for approval 
To obtain approval for a transfer of in¬ 
terest. the applicant should commit the 
HUD area office. 

(e) Tran sfers of interest for historic 
structures. HUD will permit lease ar¬ 
rangements between an applicant and 
another entity, which need not be a pub¬ 
lic body, of a historic or architecturally 
significant structure if necessary to 
preserve the structure and use it 
appropriately. Proposals for such lease 
arrangements should be included in the 
application. 

(d) Conversion of land involving his¬ 
toric or architectural properties. (1) The 
conversion to other uses of any histori¬ 
cally or architecturally significant prop¬ 
erties assisted under the program must 
have prior approval by both the Secre¬ 
tary of HUD and the Secretary of the 
Interior. Application of this requirement 
Is limited to properties listed on the Na¬ 
tional Register pursuant to the Historic 
Preservation Act of 1966 (Public Law 
39-665,80 Stat. 915; 16 U.S.C. 470). 

(2) All such conversions are subject 
to the requirement of section 106 of such 
Act and shall be subject to review and 
comment by the Advisory Council on 
Historic Preservation. A grantee planning 
any such conversion should ask the HUD 
area office for instructions. 

(3) All conversions of such properties 
will require repayment by the applicant 
of the Federal grant or use of a sum 
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equal to total project cost plus Interest 
for other historic preservation activities. 

(e) Long-term transfer of interest. 

(1) Proposals to transfer a long-term 
interest in project land will be considered 
by HUD only in unique and exceptional 
cases. Long term, as used herein means, 
greater than 3 years. Continued public 
use. in no way restricted, must be assured 
in any proposed long-term transfer of 
interest. The transfer of interest must 
result in a greater benefit to the com¬ 
munity or project service area than the 
Implementing of the originally Intended 
use. 

(2> HUD approval, when warranted, 
of a proposed transfer of a long-term 
interest will be based upon terms and 
conditions that HUD deems appropriate, 
including repayment or reduction of the 
grant or pending grants based on the 
value to the grantee of the transferred 
interest. 

(f) Conversion of land acquired for 
open space use and land developed with 
program assistance. HUD will permit 
conversions from open space uses of land 
assisted under the program (other than 
historic or architecturally significant 
properties) when certain standards can 
be met, as follows: 

(1) Other open space must be substi¬ 
tuted for that converted so that the 
process of substitution results in no effec¬ 
tive loss of open space in the neighbor¬ 
hood or community. No land already 
publicly owned may be used for substitu¬ 
tion purposes. 

(2) The fair market value of the sub¬ 
stituted land must be at least equal to 
the fair market value (at highest and 
best use) of the project property to be 
converted, plus any severance damage to 
any project property to remain in open 
space use. 

(3) The substituted land must be of 
as nearly as feasible equivalent useful¬ 
ness and location. In other words, the 
substitute generally serves the same peo¬ 
ple and provides equivalent or a better 
quantity and quality of open space 
service. 

(4) Open space land conversions gen¬ 
erally involve change in land use to other 
public purposes. However, requests for 
conversions to nonpublic uses will be con¬ 
sidered on the basis of community-wide 
benefit to be derived from conversion. 

(5) Conversions that would Involve 
the open market disposal of one site and 
the subsequent purchase of a new site 
will require specific Justification to dem¬ 
onstrate how the growth or development 
patterns for the future will not support 
retention of the original site in public 
ownership in anticipation of future open 
space requirements. It is the purpose of 
this requirement to discourage commu¬ 
nities from selling existing open space 
sites in order to obtain revenues for the 
purchase of other projects. 

(8) Oreat weight U placed on the rela¬ 
tionship of a proposed conversion to the 
comprehensive plan and Its open space 
and recreation element. Evidence must 
be submitted supporting the determina¬ 
tion that the conversion is needed "for 
the orderly development and growth of 


the urban area" and "in accord with the 
then applicable comprehensive plan." 
Review and certification by the appro¬ 
priate planning bodies will be required 
to meet this condition. 

(7) The applicant shall submit a res¬ 
olution of its governing body authorizing 
or approving the proprosed conversion. 
HUD may. at its option, require addi¬ 
tional evidence regarding the proposed 
conversion. Including evidence that no¬ 
tice of the proposed conversion has been 
given to the general public by such means 
as publication in a newspaper of general 
circulation in the area and/or by public 
hearings. 

(8) Substitute land to be acquired by 
an applicant for the purpose of meeting 
HUD conversion requirements, must be 
acquired and used under terms and poli¬ 
cies applicable to the program, including 
policies for land acquisition, relocation, 
and nondiscrimination. 

(9) No conversions will be approved 
that would result in an additional 
Federal grant 

(10) When a superior authority uti¬ 
lizes its eminent domain powers to ac¬ 
quire assisted land, the principles set out 
above so far as they relate to the sub¬ 
stitution of other open space land of at 
least equal fair market value and of as 
nearly feasible equivalent usefulness and 
location will apply. A finding that the 
use of substituted land will be in accord 
with the then applicable comp rehensive 
plan must be made and HUD approval 
for acquisition of the proposed substitute 
land is required. 

(g) Transfers fo another public body. 
The applicant may not transfer any of 
its Interest in open space land to another 
public body unless the proposed trans¬ 
feree enters into a contract with HUD 
agreeing to be bound by the applicable 
terms and conditions of the grantee's 
contract with HUD. 

§ 510.231 Waiver*. 

Any requirement of this subpart may 
be waived by the Secretary of Housing 
and Urban Development or as otherwise 
specifically redelegatcd so long as such 
waiver would not violate any require¬ 
ment of Federal law. 

SUBCHAFTER C—COMMUNITY FACILITIES 

PART 550—NEIGHBORHOOD 
FACILITIES 

See. 

550.100 Statement of applicable law. 

550.101 Definition*. 

550.103 Relocation payment! by the Public 
Body. 

550.103 Eligibility condition*— moving ex¬ 

penses, actual direct loss of prop¬ 
erty, and settlement costs. 

550.104 Eligibility conditions—small bust- 

ness dlsDlaccmrnt navnient. 

550.105 Eligibility—relocation adjustment 

payment; additional relocation 
payment; replacement housing 
payment, 

650.100 Notice of intention to move. 

550.107 Administration of relocation pay¬ 
ments. 

550.106 Fixed relocation payments to indi¬ 

viduals and families for moving 
expenses. 
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550.109 Determining moving expensee of 

btislneM concern. 

560.110 Determining actual direct Ion of 

property. 

550.111 Piling of claims. 

560.113 Limitation on amount of relocation 
payments. 

550.119 Determinations In condemnation 
proceedings. 

Authority: The provisions of this Part 
550 ore Issued under sec. 7(d). 79 Stat. 670: 
42 UJB.C. 3665(d). 

§ 550.100 Slstemrnt of applicable la*. 

Section 404(a) of the Housing and 
Urban Development Act of 1965,42 UB.C. 
3074(a), provides that financial assist¬ 
ance extended to any applicant under 
the Neighborhood Facilities Grant Pro¬ 
gram under section 703 of the Act, 42 
UB.C. 3103, may include grants for re¬ 
location payments made on such terms 
and conditions and subject to such limi¬ 
tations as are set forth in section 114 
<b>, <c), and (d) of the Housing Act of 
1949. as amended. 42 UB.C. 1465 <b). 
(c). and (d). Section 516 of the Housing 
and Urban Development Act of 1968, 42 
U.S.C. 1465(c), amends section 114(c) 
by expanding the relocation payments 
provisions applicable to the programs of 
the Department of Housing and Urban 
Development. 

§ 550.101 Definition*. 

For the purpose of the regulations In 
this part, the following terms shall mean: 

(a) Actual direct loss of property. Ac¬ 
tual loss In the value of the property (ex¬ 
clusive of goods or other Inventory kept 
for sale) sustained by the claimant by 
reason of the disposition or abandonment 
of the property resulting from the claim¬ 
ant's displacement. A loss resulting 
from damage to the property while being 
moved is not Included. 

(b) Bustness concern. A corporation, 
partnership. Individual, or other private 
entity. Including a nonprofit organiza¬ 
tion, engaged In some type of business, 
professional, or institutional activity ne¬ 
cessitating fixtures, equipment, stock 
In trade, or other tangible property for 
the carrying on of the business, pro¬ 
fession, or Institution. (Also see "Small 
Business concern.”) 

(c) Claimant . An Individual, family 
or business concern, as defined In this 
section; or. In the case of a claim for a 
relocation payment for settlement costs, 
an owner (or Joint owners), other than 
a public entity, of real property, or In¬ 
terest therein, transferred to the Public 
Body or to the nonprofit agency. 

(d) Family. Two or more persons 
related by blood, marriage, or adoption, 
who are living together In a single dwell¬ 
ing unit. 

<e> Federal Grant Contract A con¬ 
tract between the Federal Government 
and the Public Body for a grant under 
section 703 of the Housing and Urban 
Development Act of 1965. 

(f) HUD. The Secretary of Housing 
and Urban Development or his delegate. 

(g) Individual. A person who is not a 
member of a family. An elderly indi¬ 
vidual Is an individual 62 years of age 
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or over at the time of displacement. A 
handicapped individual is an individual 
who has a physical impairment which Is 
expected to be of long-continued and 
Indefinite duration and which sub¬ 
stantially Impedes his ability to live 
independently. 

(h) Moving expenses —(1) Individuals 
and families. Costa of packing, storing 
(for a period of 1 year or less), carting, 
and Insuring of property and Incidental 
costs of disconnecting and reconnecting 
household appliances. 

(2) Business concerns. Costs of dis¬ 
mantling, crating, storing (for a period 
of 1 year or less), transporting, insuring, 
reassembling, reconnecting, and rein¬ 
stalling of property (including goods 
or other inventory kept for sale), ex¬ 
clusive of the cost of any additions, im¬ 
provements, alterations, or other physi¬ 
cal changes In or to any structure In con¬ 
nection with effecting such reassembly, 
reconnection, or reinstallation. 

(l) Nonprofit agency. A nonprofit 
corporation, association, or other private 
entity engaged In carrying out a project 
under the continuing control of the 
Public Body. 

(J) Project. Undertakings and ac¬ 
tivities of the Public Body or the non¬ 
profit agency in connection with the de¬ 
velopment of a neighborhood facility. 

(k) Property. Tangible personal 
property, excluding fixtures, equipment, 
and other property which under State 
or local law are considered real prop¬ 
erty, but Including such items of real 
property as the claimant may lawfully 
remove. 

(D Public Body. A local governmental 
entity authorized to carry out a project 
and to provide continuing control over 
the use of the project facilities. 

(m) Relocation payment. A pay¬ 
ment by the Public Body: 

(l) To an Individual or family, for 
reasonable and necessary moving ex¬ 
penses and any actual direct loss of prop¬ 
erty (for which reimbursement or com¬ 
pensation Is not otherwise made); 

(2) To a business concern, for Its rea¬ 
sonable and necessary moving expenses 
and any actual direct loss of property 
except goodwill or profit (for which re¬ 
imbursement or compensation is not 
otherwise made): 

(3) To a small business concern, 
for Its displacement (small business dis¬ 
placement payment); 

(4) To or on behalf of a family or 
elderly individual for relocation adjust¬ 
ment prior to August 1, 1968 (relocation 
adjustment payment); or to or on behalf 
of a family or elderly or handicapped 
individual on or after August 1, 1968 
(additional relocation payment). 

(5) To an owner (or Joint owners), 
as defined In § 550.101(c), for settlement 
costs for which reimbursement or com¬ 
pensation Is not otherwise made. 

(6) To a family or Individual to assist 
an owner-occupant of a one- or two- 
family dwelling to purchase and occupy 
& replacement dwelling on or after 
August 1, 1968 (replacement housing 
payment). 
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(n) Settlement costs . (1) Record¬ 

ing fees, transfer taxes, and similar ex¬ 
penses Incidental to the transfer of real 
property to the Public Body or to the 
nonprofit agency; 

(2) Penalty costs for prepayment of 
any mortgage encumbering such real 
property; and 

(3) The pro rata portion of real prop¬ 
erty taxes and public service charges al¬ 
locable to a period subsequent to the date 
of vesting of title, or the effective date of 
the acquisition of such real property by 
the Public Body or by the nonprofit 
agency, whichever Is earlier. 

(o) Small business concern. A busi¬ 
ness concern (other than a nonprofit or¬ 
ganization) which during the base period 
had: 

(1) Average annual net earnings be¬ 
fore income tAxes of less than $10,000; 
and 

(2) In the case of displacements prior 
to June 15, 1966. average annual gross 
receipts or sales In excess of $1,500; or. 
In the case of displacements on and after 
June 15. 1966, average annual gross re¬ 
ceipts or sales in excess of $1,500 together 
with average annual net earnings be¬ 
fore Income taxes In excess of $500. or 
average annual gross receipts or sales In 
excess of $2,500. 

Earnings for the purpose of this para¬ 
graph (o) Include salaries, wages, or 
other compensation received by an owner 
of the concern or any member of his 
household related to him. The term 
"owner** as used In the previous sentence 
Includes the sole proprietor In a sole pro¬ 
prietorship, the principal partners in a 
partnership, and the principal stock¬ 
holders of a corporation, as determined 
by HUD. The term "base period" 
shall mean the 2 tax years immediately 
preceding displacement (or. if the busi¬ 
ness concern is not in business that long, 
such other period as may be approved 
by HUD): Provided, That if a business 
concern does not qualify as a small busi¬ 
ness concern under this paragraph (o) 
based upon gross receipts or sales dur¬ 
ing the 2 tax years Immediately preced¬ 
ing displacement and the Public Body 
finds that the concern's business activity 
during such period was not representa¬ 
tive, the base period shall be the third 
and fourth tax years Immediately pre¬ 
ceding displacement. 

§ 550.102 Relocation payment* by the 
Public Body. 

The Public Body shall make reloca¬ 
tion payments to or on behalf of eligible 
claimants in accordance with and to the 
full extent permitted by the regulations 
in this subpart: Provided, That for each 
Federal Grant Contract the Public Body 
may elect whether to make payments for 
moving expenses In excess of $25,000 In 
accordance with 1 550.112(a) (2). Reloca¬ 
tion payments made in accordance with 
the regulations In this part and pur¬ 
suant to a Federal Grant Contract are 
reimbursable in full to the Public Body 
as a grant under section 703 of the Hous¬ 
ing and Urban Development Act of 1965. 
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§ 550.103 Eligibility condition' — mor- 
ing netiiul direct lo*» of 

property, and ftcttlcment co*t*. 

(a) Moving expenses and actual di¬ 
rect property loss . A claimant is deemed 
displaced by the project and is eligible 
for a relocation payment for moving ex¬ 
penses and actual direct loss of property 
If; 

(1) The project necessitates vacation 
of real property by the claimant on or 
after August 10.1965; and 

(2) The claimant Is an occupant of 
the real property on the date of execu¬ 
tion of a Federal Grant Contract au¬ 
thorizing the project or. If HUD concur¬ 
rence Is given for the commencement of 
project activities causing the displace¬ 
ment prior to HUD approval of a Fed¬ 
eral Grant Contract, the date of such 
concurrence (provided that in the latter 
case a Federal Grant Contract for the 
project Is thereafter executed): Pro¬ 
vided , That whenever real property Is 
acquired and a Federal Grant Contract 
is executed, a claimant who is an occu¬ 
pant at the time of such acquisition is 
also deemed displaced by the project. 

(b> Moving expenses— outdoor adver¬ 
tising display. Notwithstanding the 
fact that a business concern may not be 
doing business on the project site, and 
subject to all other eligibility require¬ 
ments of paragraph (a) of this set' 
a business concern shall be entitled to a 
relocation payment for moving expenses 
with respect to its outdoor advertising 
displays required. In the determination 
of the Public Body, to be removed from 
the project site. 

(c) Settlement costs . A claimant Is 
deemed displaced by the project and Is 
eligible for a relocation payment for 
settlement costa if (1) he Is the owner 
of the real property on or after August 
10, 1965, and at the time of the transfer 
of title to the Public Body or to the non¬ 
profit agency, and (2) the transfer of 
title to the real property occurs on or 
after the date of execution of a Federal 
Grant Contract authorizing thcacquisi- 
tlon of the real property or, If HUD con¬ 
currence Is given for the acquisition of 
the real property prior to its approval of 
a Federal Grant Contract, on or after the 
date of such HUD concurrence; Pro¬ 
vided, That a Federal Grant Contract 
for the project Is thereafter executed. 

(d) Temporary on-site move . No re¬ 
location payment shall be made to a 
claimant for a temporary move within 
the project site. 

§550.10-1 Eligibility condition*— - mall 
hu*inr»§ displacement pa> vnent. 

A small business concern which satis¬ 
fies the eligibility conditions of f 550.103 
(a) governing moving expenses and ac¬ 
tual direct loss of property Is eligible 
for a small business displacement pay¬ 
ment if the concern: 

(a) Is not a part of an enterprise hav¬ 
ing two or more establishments outside 
the project site: 

(b) Has filed with the Internal Rev¬ 
enue Service Income tax returns for the 
base period, as defined in 8 550.101<o>; or 
has furnished such other evidence of 


RULES AND REGULATIONS 

earnings as may be approved by HUD; 
and 

(c) Was doing business on the project 
site on the date of the approval by the 
Public Body of an application for a 
neighborhood facilities grant. 

§ 550.105 Eligibility—relocation adjust¬ 
ment payment; ndditionnl relocation 
payment; replacement bousing pay¬ 
ment. 

(a) Relocation adjustment payment 
A family or elderly individual who satis¬ 
fies the eligibility conditions of 8 550.103 
(a), governing eligibility for a relocation 
payment for moving expenses and actual 
direct loss of property, prior to August 1. 
1968. is eligible for a relocation adjust¬ 
ment payment if the claimant: 

(1) Is unable to secure a suitable 
dwelling unit In (l) a low-rent housing 
project assisted under the United 
States Housing Act or 1937, as amended. 
42 U.S.C. 1401 et seq. <or a State or local 
program found by HUD to have the same 
general purposes) or <li) a dwelling unit 
assisted under section 101 of the Housing 
and Urban Development Act of 1965, 12 
U.S.C. 17018(a); and 

(2) Has moved to a decent, safe, and 
sanitary dwelling. 

(b> Additional relocation payment. A 
family or elderly or handicapped Indi¬ 
vidual who satisfies the eligility condi¬ 
tions of 8 550.103(a), governing eligibility 
for a relocation payment for moving ex¬ 
penses and actual direct loss of property, 
on or after August 1. 1068. is eligible for 
an additional relocation payment, if the 
claimant: 

(1) Is unable to secure a suitable 
dwelling in <i) a low-rent housing project 
assisted under the United States Housing 
Act of 1937, as amended. 42 U.6.C. 1401 
et seq. (or a State or local program 
found by HUD to have the same general 
purposes) or til) a dwelling unit as¬ 
sisted under section 101 of the Housing 
and Urban Development Act of 1965, 12 
U.S.C. 17018(a); and 

(2) Has moved to a decent, safe, and 
sanitary dwelling: 

Provided . That an additional relocation 
payment not to exceed $500 In the first 
12 months and $500 in the second 12 
months may be made on a lump-sum 
basis or on other than a monthly basis 
in cases in which other than monthly 
payments are determined warranted by 
HUD. 

(c> Replacement housing payment. A 
family or individual who satisfies the 
eligibility conditions of 8 550.103(a). gov¬ 
erning eligibility for a relocation pay¬ 
ment for moving expenses and actual 
direct loss of property, on or after Au¬ 
gust l. 1968. is eligible for a replacement 
housing payment if the claimant: 

(1> Is the owner of real property ac¬ 
quired for a project assisted under sec¬ 
tion 703 of the Housing and Urban De¬ 
velopment Act of 1965. 42 U.S.C. 3103; 

(2) Has occupied a single- or two- 
family dwelling located on the real prop¬ 
erty for not less than 1 year prior to the 
Initiation of negotiations for the acquisi¬ 
tion of the property; 


(3) Does not receive the additional re¬ 
location payment provided for by para¬ 
graph (b) of this section; 

(4) Purchases and occupies a replace¬ 
ment dwelling within 1 year subsequent 
to the date on which he Is required to 
move from the dwelling acquired for the 
project; and 

(5) Docs not receive a payment pur¬ 
suant to the State law of eminent do¬ 
main determined by HUD to have sub¬ 
stantially the same purpose and effect 
as would a replacement housing pay¬ 
ment. and to be a part of the cost of 
the project for which Federal financial 
assistance is available, 

§ 530.106 Nolirr of intention to move. 

Except as provided in tills section, no 
relocation payment for moving expenses 
or actual direct loss of property and no 
small business displacement payment 
shall be made to a business concern un¬ 
less (a) the Public Body has received, 
at least 30 days but not earlier than 90 
days prior to the moving date, written 
notlco from the business concern of its 
Intention to move or dispose of the prop¬ 
erty, which shall be described generally 
In the notice, and the date of such in¬ 
tended move or disposition, and (b) live 
business concern has permitted, at ail 
rcanonable times, the inspection by or 
on behalf of the Public Body of such 
property at the site from which the busi¬ 
ness concern Is displaced. For the pur¬ 
pose of this section, “moving date" shall 
mean the date on which the first Item 
of property Is Intended to be moved or 
disposed of.* The Public Body may make 
a relocation payment notwithstanding 
nonreceipt of such timely notice only If 
the Public Body has determined that 
there was reasonable cause for the fail¬ 
ure of the business concern to give such 
notice, and the Public Body has ade¬ 
quately verified the facts pertaining to 
the move or disposition and the re¬ 
quested relocation payment 

§ 550.107 .\<lmini«irwi»on of relocation 
payments. 

(a) Conditions for relocation pay¬ 
ment The Public Body (or, if the Public 
Body Is the municipality, the board or 
commission responsible for carrying out 
the project or. If there Is no such board 
or commission, the principal executive 
officer of the municipality) shall approve 
a schedule (Form HUD-6148) of average 
annual gross rentals for standard hous¬ 
ing In the locality for determining the 
amount of relocation adjustment pay¬ 
ments and additional relocation pay¬ 
ments in accordance with 8 550.112tc> 
and (d). and a separate schedule (Form 
HUD-6155) for determining the average 
price of standard sales housing in a 
locality, and any other conditions under 
which the Public Body will make relo¬ 
cation payments. The schedules and con¬ 
ditions shall be consistent with the 
regulations in this subpart and shall be 
available in written form to claimants In 
the relocation office of the Public Body 

(b) Notice to claimants. The Public 
Body shall furnish all claimants who 
are anticipated to be displaced with an 
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Informational statement advising the 
claimant of (1) the availability of re¬ 
location payments and (2) the office 
where the conditions under which relo¬ 
cation payments will be made are avail¬ 
able for inspection. 

(c) Action on claim — finality. The 
Public Body Is Initially responsible for 
determining the eligibility of a claim 
for, and the amount of, a relocation pay¬ 
ment and shall maintain in Its files com¬ 
plete and proper documentation sup¬ 
porting the determination. The deter¬ 
mination on each claim shall be made 
or approved either by the governing 
body of the Public Body or by the prin¬ 
cipal executive officer of the Public Body 
or his duly authorized designee. The 
determination by the Publ ic Body or any 
redetermlnatlon by HUD shall be final 
and conclusive with respect to the rights 
of any claimant, and not subject to re- 
determlnation by any court or any other 
officer. Subject to the requirements of 
this paragraph (c), the Public Body may 
permit a third-party contractor, re¬ 
sponsible for relocation activities, to ex¬ 
amine and recommend action on a claim 
and to disburse funds In payment of a 
claim which has been approved by the 
Public Body. 

(d) Prompt payment, A relocation pay¬ 
ment shall be made by the Public Body 
as promptly as possible after a claimant's 
eligibility has been determined in accord¬ 
ance with the regulations of this subpart. 

(e) Setoff against claim. The Public 
Body may set off against the claim of 
an otherwise eligible claimant any fi¬ 
nancial claim the Public Body or the 
nonprofit agency may have against the 
claimant arising out of the use of the 
real property. 

(f) Approval by HUD—business con¬ 
cerns. No relocation payment for mov¬ 
ing expenses or settlement costs, or both. 
In excess of $10,000 shall be made with¬ 
out approval by HUD. 

(g) Accounts and records . Accounts 
and records sha ll be maintained as pre¬ 
scribed by HUD and shall be subject to 
Inspection or audit at all reasonable 
times by HUD. Records pertaining to 
eligibility of relocation payments. Includ¬ 
ing all claims, receipted bills or other 
documentation in support of a claim, 
and records pertaining to action on a 
claim shall be retained by the Public 
Body for not less than 3 years after the 
completion of the project. 

§ 550.1 Oft Fixed relocation pay menu to 
individual* and Tamilic* for moving 
expenses. 

(a) Schedule of fixed payments. A 
Public Body Intending to pay fixed 
amounts In lieu of payments for reason¬ 
able and necessary moving expenses and 
actual direct loss of property of eligible 
individuals and families shall prepare a 
schedule of the fixed amounts which it 
proposes to pay. The schedule shall 
contain a statement indicating that the 
Public Body Intends to permit eligible 
individuals and families to claim reim¬ 
bursement for their actual moving ex¬ 
penses and actual direct loss of property. 
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(b) Schedule provision . (1) A pro¬ 
posed schedule of fixed payments to eli¬ 
gible Individuals and families owning 
furniture shall provide for a graduated 
scale of payments related to the number 
of all rooms occupied by the claimant 
except bathrooms, hallways, and closets, 
which payments shall not exceed the 
lowest normal charge for carting ex¬ 
penses for the average time required to 
move personal effects: Provided. That in 
any event the payments shall not exceed 
the maximum reimbursement to eligible 
Individuals or families provided in the 
regulations In this subpart. 

(2) Fixed payments to eligible Indi¬ 
viduals or families not owning furniture 
shall not exceed: (1) $5 for any individ¬ 
ual, (ii) $10 for any family. 

(c) Administration of fixed payments . 
Eligible individuals or families may be 
paid the amount provided In the sched¬ 
ule of fixed payments approved by HUD 
upon receipt of a properly completed 
claim. A fixed payment shall be in full 
settlement for the claimant's moving ex¬ 
pense and any actual direct loss of prop¬ 
erty. If the Joint occupants of a single 
dwelling unit at the project site move 
to two or more locations and conse¬ 
quently submit more than one claim, an 
eligible claimant for a fixed payment may 
be paid only his reasonable prorated 
share (as determined by the Public Body) 
of the total fixed payment applicable to 
such dwelling unit, and the total of fixed 
payments made to all such claimants 
moving from such dwelling unit shall not 
exceed the total fixed payment appli¬ 
cable to such dwelling unit. 

g 550.109 Determining moving ex¬ 
penses of business concern. 

(a) Submission of bids prior to moving 
date. No claim for a relocation payment 
for moving expenses in excess of $500 
shall be allowed for costs Incurred by a 
business concern unless the concern has 
submitted to the Public Body, at least 
15 days prior to the commencement of 
the move, a bid from three reputable 
firms covering the moving costs Involved. 
Whenever it Is not feasible to obtain 
three bids for any category of work, a 
lesser number of bids shall be submitted, 
together with a written justification by 
the concern; and no relocation payment 
shall be allowed in such cases unless the 
Public Body has approved the justifica¬ 
tion. The Public Body, with HUD con¬ 
currence, may waive any requirement of 
this paragraph (a) for good cause. 

(b) Payment not to exceed low bid. 
Payment to a business concern for mov¬ 
ing expenses shall not exceed the amount 
of the low bid submitted in accordance 
with paragraph (a) of this section unless 
the bid requirement has been waived in 
accordance with paragraph (a) of this 
section. 

g 550.110 Determining Actual direr! Iu** 
of property. 

(a) The amount of actual direct loss 
of any Item of property claimed shall be 
determined as follows: 

(1) The fair market value of the prop¬ 
erty for continued use at its location 
prior to tho displacement shall be as¬ 
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certained by the claimant by an appraisal 
satisfactory to the Public Body, except as 
provided in subparagraph (2) of this 
paragraph. 

(2) If the value of the property for 
which actual direct loss is claimed does 
not warrant the expenses of an appraisal, 
then Its fair market value for such con¬ 
tinued use shall be computed as follows: 
The original cost of the Item to the claim¬ 
ant (exclusive of Installation cost), mul¬ 
tiplied by the figure obtained by dividing 
the period of the remaining useful life of 
the property at the date of removal, by 
the period of the normal useful life of 
the property at the date of its acquisition 
by the claimant. 

(3) The property shall be disposed of 
by a bona fide sale (as determined by the 
Public Body) at the highest price offered 
after reasonable efforts have been made 
over a reasonable period of time to In¬ 
terest prospective purchasers. A trade- 
in of the property may be considered a 
bona fide sale, and the trade-in allow¬ 
ance, exclusive of any amount of discount 
that would be allowed on the price of the 
property being acquired In the absence 
of the trade-in. shall be deemed the 
amount realized upon the sale of the 
property. 

(4) If the amount realized from the 
sale, after deducting ordinary and rea¬ 
sonable expenses of the sale, is less than 
the fair market value for such continued 
use, the difference between the net 
amount realized and the fair market 
value Is the amount of actual direct loss 
of the property. Expenses of sale include 
such items as sale commissions, auction¬ 
eer's fees, advertising costs, and similar 
charges. 

<b) If a bona fide sale Is not effected 
because no offer Is received for the prop¬ 
erty, after reasonable efforts have been 
made over a reasonable period of time to 
sell It, then its fair market value for con¬ 
tinued use, ascertained as provided in 
this section. Is the amount of actual di¬ 
rect loss of the property. 

(c) The cost of appraisals to deter¬ 
mine actual direct loss of property, if 
made by or in behalf of the claimant, is 
not allowable as part of a claim. 

§ 550. Ill Filing of claims. 

(a) Form of claim. To obtain a relo¬ 
cation payment, a claimant shall file a 
written claim with the Public Body on 
the appropriate HUD forms. 

(b) Documentation in support of claim. 
A claim shall be supported by the follow¬ 
ing: 

(1) If for moving expenses, except in 
the case of a fixed payment, a receipted 
bill or other evidence of such expenses. 
By preaiTangemcnt between the Public 
Body, the claimant, and the mover, con¬ 
firmed in writing by the Public Body, the 
claimant may present an unpaid moving 
bill to the Public Body, and the Public 
Body may pay the mover directly. 

(2) If for actual direct loss of prop¬ 
erty. written evidence thereof, which may 
include appraisals, certified prices, copies 
of bills of sale, receipts, canceled checks, 
copies of advertisements, offers to sell, 
auction records, and such other records 
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as may be appropriate to support the 
claim. 

(3) In any other case, such docu¬ 
mentation as may be required by the 
Public Body, which may Include income 
tax returns, withholding or informa¬ 
tional statements, and proof of age. 

(c) Time for filing claims. A claim for 
moving expenses, actual direct loss of 
property, or a small business displace¬ 
ment payment shall be submitted to the 
Public Body within a period of 6 months 
after the displacement of the claimant 
A claim for settlement costs shall be sub¬ 
mitted within 6 months after the costs 
have been incurred. A claim for a reloca¬ 
tion adjustment payment or for an addi¬ 
tional relocation payment shall be sub¬ 
mitted within a period of 60 days after 
the displacement of the claimant A claim 
for a replacement housing payment shall 
be submitted within 18 months after the 
displacement of the claimant. The time 
limitations In tills paragraph (c) may 
be waived by the Public Body for good 
cause, with HUD concurrence. 

§ 550.1 12 limitation on amount of re¬ 
location payment*. 

(a) Moving expenses and loss of prop- 
ertv —<1) Maximum amount — individ¬ 
uals or families . The maximum relocation 
payment that may be made or recognized 
for moving expenses and actual direct 
loss of property, for which reimburse¬ 
ment or compensation is not otherwise 
made, to an individual or family shall not 
exceed $200. The maximum relocation 
payment that may be made or recognized 
for moving expenses and actual direct 
loss of property, for which reimburse¬ 
ment or compensation is not otherwise 
made, to two or more unrelated individ¬ 
uals occupying the same dwelling unit 
shall not exceed $200. 

(2) Maximum amount—business con¬ 
cerns. The maximum relocation pay¬ 
ment that may be made or recognized In 
the case of a business concern for moving 
expenses and actual direct loss of prop¬ 
erty, for which reimbursement or com¬ 
pensation is not otherwise made, shall 
not exceed $3,000: Provided. That if the 
total of the actual moving expenses Is 
greater than $3,000, the maximum re¬ 
location payment that may be made or 
recognized In the case of a business con¬ 
cern, for which reimbursement of com¬ 
pensation Is not otherwise made, shall 
be the sum of: 

(i) The total actual moving expenses 
or $25,000 whichever is less; and 

(ii) A percentage of the actual moving 
expenses In excess of $25,000. which per¬ 
centage shall be the same as the percent¬ 
age of project cost patd for by the Fed¬ 
eral Grant under the terms of the Fed¬ 
eral Grant Contract: Provided. That the 
Public Body makes a cash payment to 
the business concern equal to the re¬ 
mainder of the actual moving costs in 
excess of $25,000, which payment shall 
not constitute any portion of the local 
share of the project cost. 

(3) Maximum moving distance. If a 
business concern moves beyond 100 miles 
from the boundary of the city, town, 
township, village, or county, as the case 
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may be. in which the project is carried 
out, a relocation payment for its moving 
expenses may not be made In excess of 
the reasonable and necessary expenses 
for moving such distance of 100 miles. 

(b) Small business displacement pay¬ 
ment. A small business displacement 
payment shall be $2,500. 

(C) Relocation adjustment payment. 
The total relocation adjustment pay¬ 
ment that may be made for a family or 
elderly individual shall be an amount 
not to exceed $500 which, when added to 
20 percent of the annual income of the 
family or individual at the time of dis¬ 
placement. equals the average annual 
gross rental required for & decent, safe, 
and sanitary dwelling of modest stand¬ 
ards adequate In size to accommodate 
the family or individual (In the area in 
which the project is carried out or in 
other areas generally not less desirable in 
regard to public utilities and public and 
commercial facilities), as determined by 
the Public Body. 

(d) Maximum amount—additional re¬ 
location payment. The total additional 
relocation payment that may be made to 
a family or elderly or handicapped indi¬ 
vidual shall consist of monthly payments 
over a period not to exceed 24 months 
and shall be paid in an amount (not to 
exceed $500 In the first 12 months and 
not to exceed $500 in the second 12 
months) which, when added to 20 per¬ 
cent of the annual Income of the family 
or Individual at the time of displace¬ 
ment, shall be equal to the average an¬ 
nual gross rental required to secure a 
decent, safe, and sanitary dwelling of 
modest standards adequate in size to 
accommodate the family or Individual 
(in the area In which the project is 
carried out or in other areas not gen¬ 
erally less desirable in regard to public 
utilities and commercial facilities), as 
determined by the Public Body. 

(e) Maximum amount—replacement 
housing payment. The total replacement 
housing payment that may be made for 
a family or individual eligible for a re¬ 
placement housing payment under 
$ 550.105(c) shall be an amount not to ex¬ 
ceed $5,000, which, when added to the 
acquisition payment, shall be equal to 
the average price required for purchase 
of a decent, safe, and sanitary dwelling 
of modest standards adequate in size to 
accommodate the displaced ow ner, which 
Is reasonably accessible to public services 
and places of employment, and which Is 
available on the private market. 

§ 550.113 Drtrrtnmatioii* in condemna¬ 
tion proceeding*. 

Notwithstanding any other provision of 
the regulations In this subpart, when 
property is acquired by proceedings in 
condemnation, and the amount of the 
Judgment includes an allowance for any 
of the expenses included within the defi¬ 
nition of relocation payment appearing 
at $ 550.101 < m), the portion of the Judg¬ 
ment representing compensation for 
these expenses, if separately stated, shall 
be entitled to recognition as a relocation 
payment In an amount not to exceed the 
applicable dollar limitations of $ 550.112: 


Provided , That the allowance for actual 
direct loss of property makes no com¬ 
pensation for loss of goodwill or profit. 

PART 555—GRANTS FOR BASIC PUB¬ 
LIC WATER AND SEWER FACILITIES 

Sec. 

555.1 Purpose. 

565.2 Definition*. 

5553 Grants for basic public water and 
sewer facilities. 

555.4 RJigtblo projects. 

556.5 Requirements for assistance. 

655.6 Labor standards. 

655.7 Certification of projects for sewer 

facilities. 

555.8 Application of other Federal laws. 
5354) Information, application forms, and 

applications. 

Authoritt: The provisions of this Part 
555 issued under secs. 702. 705. 70 8tat 400, 
402; 42 U.8.C. 3102.8105. 

g 555.1 !*ur|M»M'. 

The purpose of section 702 of the 
Housing and Urban Development Act of 
1965 (79 Stat. 490. 42 UB.C. 3102) is to 
assist the large and small communities 
throughout the Nation to serve the needs 
of their citizens and to promote efficient 
and orderly community growth and de¬ 
velopment by making available Federal 
grant assistance to construct adequate 
basic public water and sewer facilities. 

§ 335.2 Definition*. 

(a) "Act” shall mean the Housing and 
Urban Development Act of 1965 (Public 
Law 89-117, approved August 10. 1965). 

(b) “Development cost’* shall mean 
the cost of constructing a basic public 
water or sewer facility and the coat of 
acquiring the land on which it is located, 
including site improvements necessary to 
permit the use of the land as a site for 
the facility. 

(c) “Local public bodies and agen¬ 
cies'* shall mean any public corporate 
bodies or political subdivisions: public 
agencies or instrumentalities of one or 
more 8tates (including public agencies 
and instrumentalities of one or more 
municipalities or other political subdivi¬ 
sions of one or more States); Indian 
tribes: or boards or commissions estab¬ 
lished under the laws of any 8tate to 
finance specific capital improvement 
projects. 

(d) “Secretary** shall mean the Secre¬ 
tary of Housing and Urban Development, 
or an officer authorized to perform the 
functions of the Secretary. 

(c) “State"' shall mean the several 
States, the District of Columbia, the 
Commonwealth of Puerto Rico, and 
territories and possessions of the United 
States. 

§ 553.3 Grant* for hn*ir public water 
and sewer facilities. 

(a) Grants of not more than 50 per¬ 
cent of the development cost of eligible 
basic public water or sewer facility 
projects may be made to local public 
bodies and agencies. 

(b) Grants of not more than 90 per¬ 
cent of the development cost of an eli¬ 
gible sewer facility project may be made 
if the project is to serve a community 


FEDERAL REGISTER, VOL 36, NO. 246—WEDNESDAY, DECEMBER 22, 1971 







having a population of less than 10.000. 
according to the most recent decennial 
census, which is situated within a metro¬ 
politan area, and if such community Is 
unable to finance the construction of the 
sewer facility without the increased 
grant, and if in such community (1) 
there does not exist a public or other ade¬ 
quate sewer facility which serves a sub¬ 
stantial portion of the inhabitants of the 
community and (2) the rate of unem¬ 
ployment is, and has been continuously 
for the preceding calendar year. 100 per¬ 
cent above the national average. 

g 555.4 Eligible projert*. 

(a) Grant assistance is available to 
construct new facilities and to enlarge 
or improve existing facilities of the fol¬ 
lowing types: 

(1) Basic public water facilities, in¬ 
cluding facilities for the storage, supply*, 
treatment, purification, or distribution 
of water for domestic, commercial, or 
industrial use: and 

(2) Basic public sewer facilities, in¬ 
cluding sanitary sewer systems for the 
collection, transmission, and discharge 
of liquid wastes: and storm sewer sys¬ 
tems for the collection, transmission, 
and discharge of water caused by rain¬ 
fall or ground water runoff. 

(b) The basic public water or sewer 
facility for which a grant may be made 
may include all parts of the water or 
sewer facility except household connec¬ 
tions and the local collection or distri¬ 
bution laterals. 

(c) Grant assistance will not be pro¬ 
vided to finance ordinary repairs or 
maintenance of existing facilities. 

<d) Grant assistance will not be pro¬ 
vided for the construction of "treatment 
works" as defined In the Federal Water 
Pollution Control Act (70 Slat. 506. 23 
U-S.C.1173). 

§ 555.5 Requirement* for »*Mstanee. 

(a) An eligible project must be nec¬ 
essary to provide adequate water or 
sewer facilities for. and contribute to the 
Improvement of the health or living 
standards of, the people in the commu¬ 
nity to be served by the project. The 
project must be— 

(1) Designed so that an adequate ca¬ 
pacity will be available to serve the rea¬ 
sonably foreseeable growth needs of the 
area: 

(2) Consistent with a program for a 
unified or officially coordinated areawide 
water or sewer facilities system as part 
of the comprehensively planned develop¬ 
ment of the area; and 

(3) Necessary to orderly community 
development. 

(b) Prior to July 1.1968. the Secretary 
may, in his discretion, make a grant with 
respect to an eligible project if the pro¬ 
gram for an areawide water or sewer 
facilities system is under active prepara¬ 
tion but not yet completed, If the facility 
for which assistance is sought can rea¬ 
sonably be expected to be required as 
part of such an areawide program, and 
there Is an urgent need for the facility. 
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(c) The Secretary is authorized to 
make a grant with respect to an eligible 
project for a sewer facility without re¬ 
gard to the requirements contained in 
this section in the case of a community 
which is eligible for an Increased grant 
under $ 555.3(b). 

g 555.6 14ibor »tan<!iir<L. 

All laborers and mechanics employed 
by contractors or subcontractors on 
projects assisted by a grant made pur¬ 
suant to section 702 of the Act shall be 
paid wages at rates not less than those 
prevailing on similar construction in the 
locality as determined by the Secretary 
of Labor in accordance with the Davis- 
Bacon Act. as amended (40 UB.C. 276a— 
276a-5>, and shall receive overtime com¬ 
pensation in accordance with and sub¬ 
ject to the provisions of the Contract 
Work Hours Standards Act (40 UB.C. 
327-332). The Secretary of Labor has, 
with respect to the labor standards speci¬ 
fied in this section, the authority and 
functions set forth In Reorganization 
Plan Number 14 of 1950 (15 F.R. 3176, 
5 U-S.C. 133&-15) and section 2 of the 
Act of June 13, 1934, as amended (40 
UB.C. 276c). No such project shall be 
approved without first obtaining ade¬ 
quate assurance that these labor stand¬ 
ards will be maintained upon the con¬ 
struction work. 

§ 555.7 Certification of projwU for 
wurr facilities. 

Grant assistance may not be made 
available for a project for a sewer facility 
unless the Secretary of the Interior cer¬ 
tifies to the Secretary that any waste ma¬ 
terial carried by the facility wiU be 
adequately treated so os to meet ap¬ 
plicable Federal, State, interstate, or 
local water quality standards before such 
waste material is discharged into any 
public waterway. 

§ 555.8 Application of other Federal 
lam's. 

(a) Grants authorized by section 702 
of the Act are subject to provisions of: 

(1) Title VI of the Civil Rights Act of 
1964 (Public Law 88-352, 42 UJ3.C. 
2000d). which provides that no person in 
the United States shall, on the ground of 
race, color, or national origin, be ex¬ 
cluded from participation in, or be de¬ 
nied the benefits of, or be otherwise sub¬ 
jected to discrimination under any pro¬ 
gram or activity receiving Federal 
financial assistance: and 

(2 > Title IV of the Housing and Urban 
Development Act of 1965 (42 UB.C. 3071- 
3074). which requires that, as a condi¬ 
tion of eligibility for assistance under 
section 702 of the Act. the applicant will 
follow certain prescribed policies in the 
acquisition of real property by eminent 
domain. 

(b) An applicant for grant assistance 
under section 702 of the Act will be re¬ 
quired to furnish satisfactory assurance 
that It will comply with the requirements 
and policies referred to in paragraph (a) 
of this section. 
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§ 555.9 Information, application forms 
and application*. 

Information and application forms 
may be obtained from, and applications 
submitted to, the Regional or Area Office 
of the Department of Housing and Urban 
Development which serves the area in 
which the applicant is located. 

PART 556—EVALUATION OF PRE¬ 
LIMINARY APPLICATIONS FOR 
BASIC WATER AND SEWER FACILI¬ 
TIES GRANTS 

Sec 

656.1 Scope. 

556.2 Definitions. 

656 3 Preliminary applications for asaist- 
anco. 

556.4 Criteria for evaluating preliminary 
applications. 

556 6 Orderly growth and development. 
556.8 Financial need. 

556 10 Housing. 

556.12 Health. 

556.14 Local Job and business opportu¬ 
nities. 

556.16 Community development. 

666 18 Furt her application procedures. 

Authority: The provisions of this Part 
656 Issued under secs. 702 and 705, 79 8iat. 
490. 492: 42 U.S.C. 3102. 3105. 

§ 556,1 Scope. 

This part sets forth the criteria and 
procedures used In evaluating prelimi¬ 
nary applications for Federal grant as¬ 
sistance to local public bodies and agen¬ 
cies for basic water and sewer facilities 
under the Act. The evaluation of pre¬ 
liminary applications described in this 
part does not result In a final decision 
by the Secretary to extend grant assist¬ 
ance to particular projects for the con¬ 
struction of such facilities. Further ap¬ 
plication procedures are described in 
* 556.18. 

§ 556.2 Definition*. 

The terms "Act", "development cost", 
"local public bodies and agencies", "Sec¬ 
retary", and "State" shall have the mean¬ 
ings given in 9 555.2 of this chapter. 

§ 556.3 Preliminary application* for 
a**i*tnncc. 

(a) Preliminary applications for 
grants for water and sewer facilities 
shall be submitted on Standard Form 
101. to the appropriate HUD regional or 
area office having Jurisdiction over the 
geographic area involved in the appli¬ 
cation. Copies of tills form may be ob¬ 
tained on request from the regional or 
area office. 

(b) In general. Standard Form 101 re¬ 
quests the legal name and address of 
the applicant (an eligible local public 
body or agency); a brief description of 
the proposed project and its purpose: a 
list of the localities to be served; the 
public interest and necessity for the proj¬ 
ect: and the proposed method of financ¬ 
ing including the total project cost and 
the grant amount requested. 
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§ 556.1 Criteria for evaluating prelim¬ 
inary application*. 

Criteria for evaluating preliminary ap¬ 
plications are divided into th© following 
major categories: 

(a) Orderly growth and development. 

(b) Financial need. 

<c) Housing. 

(d» Health. 

(e) Local Job and business opportu¬ 
nity. 

(f) Community development. 

The elements considered in each cate¬ 
gory arc described in the following sec¬ 
tions, and the method of assigning rat¬ 
ing points to each element or category 
is set forth. Points arc awarded to each 
element or category in the following 
manner unless otherwise specifically in¬ 
dicated: If a statement under a partic¬ 
ular element or category applies spe¬ 
cifically to the project application under 
consideration, the application is awarded 
the number of points assigned to that 
statement. If no statement applies, no 
points are awarded to the application for 
that element. 

§ 556.6 Orderly growth and dtnrlop- 
mmt. 

(The value of tills category is the sum 
of the values of paragraphs (a) to (d) of 
this section.) 

ia> Service area need. (Select one); 

(1) Is to rehabilitate an existing system 
with no Increase tn the area served- 1 
(3) U to Incrcaso the existing area 
served with or without rehabllltatlon 

of the existing system-... 5 

(9) Is to provide a basic system far a 
community which is presently un¬ 
acted _____ 10 

“Service area- means the total geo¬ 
graphic area for which the applicant has 
legal responsibility to provide services 
and facilities. “Rehabilitation’* refers 
only to major items of construction: it 
does not Include normal maintenance 
and repair. The phrase “increase the area 
served” refers to the provision of facili¬ 
ties in those portions of the service area 
which are not currently part of the ex¬ 
isting system. A “basic system” is one 
which provides facilities within the serv¬ 
ice area where no facilities currently 
exist, but existing or proposed support¬ 
ing facilities, e.g.. water supply or sew¬ 
age treatment, may be provided by other 
units of government. 

<b> Capacity for future growth. (Se¬ 
lect one): 

(1) The project provide* for the reason¬ 
able foreseeable growth need* of the 

area —_ __ _—- 

(3) The project provide* for the reason¬ 
able foreseeable growth need* of the 
area in addition to providing for an 
anticipated urgent need of the ap¬ 
plicant* In the next 3 to 5 years — 

(8) The project provide# for the reason¬ 
able foreseeable growth needs of the 
area In addition to meeting an lm-| 
mediate critical noed_ 10 

“Reasonable foreseeable growth needs” 
arc determined by the applicant as re¬ 
flected in the functional planning and 
programing for the area. “ Urgent need” 
refers to a need which, if not corrected 


in the next 5 years, can be expected to 
result in a critical need. A “critical need” 
refers to a need that should be satis¬ 
fied immediately, e.g., a desperate need 
for water including any need to Import 
water, or a need to control frequent inun¬ 
dations or to eliminate sources of 
epidemics. 

(c> Planning and programing. 

If the statement of goal* and objectives 
prepared by the arcawlde planning 
organization ha* been endorsed or 
adopted, a* provided by State law. by 
the unit(s) of general-purpose govern¬ 
ment for the area In which the project 
Is located, the application will be 
awarded the following number of 
point* __-___ 5 

(d) State and regional/metropolitan 
clearinghouse concern. 

If the proposed project has high priority 
for the State or reglonal/metropollUn 
program, based on the State or 
regional/metropolitan clearinghouse 
review and comment, the application 
will be awarded the following number 
of points ----—. 5 

§ 556.8 Financial nrril 

(Value of this category is the sum of 
the values or paragraphs (a) to <c) of 
this section.) 

(a) If the project cannot be financed 
without the requested Federal assist¬ 
ance. the application will be awarded 
the following number of point* ... 6 

Ability to finance the project on the bool* 
of revenue bond* Is computed at 6 percent 
interest over 35 year*. If the estimated net 
revenue In an average year exceed* the total 
debt service cost* for that year by a factor 
of 135. tt Is assumed that the project can 
be financed without the requested Federal 
old. and the points will not be awarded. 

(b) Relative median family Income: The 
median family Income of the service area 
of the proposed project compared to the 
median family income of the State In which 
the project is to be located la: (Select one): 

(!) 9501-81.500 above-- 2 

(3) 91-8500 above_ 4 

(3) $0-9500 below —_ 0 

(4) 1501-81.600 below- 8 

(ft) 81.501 or more below- 10 

Median family income* for the service area 
and the State are to be obtained by utilizing 
the City-County Data Book or other census 
data. In thoae instance* where the median 
family Income for the area a* determined 
from the source mateTtal appear* Incon¬ 
sistent with the Department’* knowledge of 
th# community, adjacent area median fam¬ 
ily income* will be considered. 

(C) Non-Federal financial old: (Value of 
this clement la the sum of the values of 
(1) and (3).) 

(t) State assistance (grant and/or 
loan) la being provided to assist in 

project financing....——-- 3 

(3) Units of government other than the 
applicant and a State are providing 
financial assistance for the project- 3 

Financing by other unit* of governments 
Includes grants, loons, or contributions to 
the construction of the project by units of 
general- or speclol-purpaea governments 
other than the applicant and a State. 

g 556.10 flouring. 

(The value of this category la the sum 
of the values of paragraphs (a) and <b) 
of this section.) 


(a) Decent, safe , and sanitary hous¬ 
ing. (Value of this clement Is the sum 
of the values of subparagraphs (I) to 
(3) of this paragraph.) 

The project in necessary for the— 


(1) Maintenance of existing decent. Bafe 

and sanitary housing- 2 

(3) Maintenance of existing, or assist¬ 
ance to proposed, decent, safe, and 
sanitary low and moderate income 

housing —.........-— 3 

(3) Assistance of significant areas of 
housing that Is less than decent, 
safe, and sanitary- 2 


“Decent, safe, and sanitary housing'* re¬ 
fers to housing that is in accordance 
with local housing standards In the area 
In which the project is to be located. 
“Low- and moderate-income housing'' 
refers to housing with a fair market 
value that Is equal to or less than the 
resultant of multiplying the section 235- 
236 maximum income for a family of 
four, as established by the Secretary for 
the county in which the project Is lo¬ 
cated. by a factor of 3. “Low- and mod¬ 
erate-Income housing'* also refers to 
housing with an annual rental equal to 
or less than one-third of such section 
235-236 maximum income. 

(b) Accessibility of housing. (Select 
one): 

Percent of housing In project area that will 
be accessible on a nondlscrlminstory basin 
to families and individuals with low and 
moderate income is: 


(l) 81-100 percent....- 10 

(31 61-80 percent- « 

(3) 41-60 percent---... 6 

(4) 21-40 percent- 4 

(ft) 30 percent or leas—-- 2 


As used herein, “nondiscriminatory” 

means free of legal or social constraints 
arising from race, creed, color, and na¬ 
tional origin. 

§556.12 Health. 

The proposed project Is necessary for: 
(Select one): 

(a) Elimination of a potential public 

health hazard-- 6 

(b) Elimination of a demonstrated pub¬ 
lic health hazard--- 12 

(c) Elimination of a critical health 

hazard.....- 18 

A “potential public health hazard” re¬ 
fers to a hazard which if not corrected 
can be expected to result in a dangerous 
lowering of environmental quality and 
health standards; eg., malfunctioning 
septic tanks, polluted Individual wells, 
or areas subject to inundation not more 
often than every 5 years but at least once 
every 10 years. A “demonstrated public 
health hazard** refers to hazards from 
existing sources which if not corrected, 
could result in disease of epidemic pro¬ 
portions (which sources are evidenced by 
epidemiological studies and reports), 
contamination of domestic water sources 
from any cause, the need to import water 
for any cause, and the Inundation of the 
area more frequently than every' 5 years 
A “critical public health hazard” refers 
to a demonstrated public health hazard 
which must be resolved immediately, e g 
a desperate need for water, control ol 
demonstrated causes of diseases of epi¬ 
demic proportions, and the inundation 
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of the area more frequently than once 
per year. 

§ 536.14 joli and bu*ittr*s oppor- 

t uni tic*. 

(Value of this category Is the sum of 
paragraphs (a) to (e) of this section.) 


(a) The project to needed for existing 
or proposed commercial or indus¬ 
trial development_ 3 

<b) During the construction phase of 
the project. on-thc-Job training ac¬ 
tivities will be provided_ 3 

(c) The project will provide Job oppor¬ 

tunities for underemployed and un¬ 
employed persons__ 3 

(d) The project has provisions for small 

business participation___..... 3 

(e) The project has provisions for mi¬ 
nority business participation_ 3 


"On-thc-Job training" refers to union or 
government sponsored apprenticeship or 
similar training programs. ' Small busi¬ 
nesses" refers to those contractors, in¬ 
cluding supply contractors, whose con¬ 
tractual abilities are limited to $125,000 
or less. In addition to information fur¬ 
nished on 8F-101. the relationship of the 
project to commercial or industrial de¬ 
velopment in the area will be taken into 
account. 

g 536.16 Community development. 

Th« degree to which the project to 
necessary for undertaking other 
publicly supported community de¬ 
velopment activities_ 1 to 5 

"Community development activities" re¬ 
fers to those publicly supported physical 
devlopment activities and those related 
social or economic development activities 
being carried out or to be carried out 
within a reasonable period of time in 
accordance with a locally determined or 
areawide plan or strategy. Factors taken 
into consideration may include the proj¬ 
ect's responsiveness to local needs and 
objectives, the economics passible 
through coordinated or joint action, and 
the degree of support by the appropriate 
unlt(s) of local general-purpose 
government. 

§ 556.18 Further application proce¬ 
dure*. 

(a> Preliminary applications that re¬ 
ceive a comparatively high rating are 
placed on the potential project list by the 
regional or area office having jurisdiction 
over the geographic area to which the 
application relates. Then, depending 
upon the relative rating of the prelim¬ 
inary application among other such 
applications submitted to the area or 
regional office within any given period, 
the applicant may be asked to submit 
further application material, with sup¬ 
porting documentation, so that a final 
decision on the grant may be reached. 
Such application material is subject to 
further reviews to determine compliance 
of the application with basic eligibility 
and technical requirements. 

(b) Hie relative rating of the prelimi¬ 
nary application and remedial action 
by applicants are determined as follows: 
A minimum value that will permit fund¬ 
ing within the area office is to be de¬ 
termined on the basis of aggregate scores 


of rated applications. When an SF-101 
fails to receive the prescribed score for 
Inclusion of the project on the potential 
project list, the application and sup¬ 
porting documents will be returned to 
the applicant with advice as to areas of 
deficiency. Remedial action regarding 
the deficiencies must be undertaken be¬ 
fore the proposal may be reconsidered. 

Chapter VI—Office of Assistant Sec¬ 
retary for Community Planning and 
Management [Reserved] 

Chapter VII—Community 
Development Corporation 

Sub<haptor A tReiervedl 
Subchapter B—Assistant* for Now Communities 

Part 

710 Guarantee of private obligations for 
financing new community lend 
development. 

SUBCHAPTER A (RESERVED! 

SUBCHAPTER B—ASSISTANCE FOR NEW 
COMMUNITIES 

PART 710—GUARANTEE OF PRIVATE 
OBLIGATIONS FOR FINANCING 
NEW COMMUNITY LAND DEVEL¬ 
OPMENT 

Subpart A—Control 

Sec. 

710.1 Statement of applicable law. 

710.3 Definition*. 

710.3 Information. 

Subparr B—New Community Criteria and 
Standards 

710.5 Ocncral criteria for new communi¬ 
ties. 

710.0 Specific characteristics of a new com¬ 
munity. 

710.7 Other requirements for new com¬ 
munity development. 

Subport C—-Financial and Economic Criteria 
and Standards 

710 8 Economic feasibility. 

710.9 Oeneral financial plan and program. 

710.10 Maximum Federal guarantee. 

710.11 Land valuation. 

710 12 Cost estimation. 

710.13 Terms and oondltlona of borrowing. 
710 14 Equity and working capital. 

710.15 Security for the guarantee. 

710.18 Terms and oondltlona of payment 
under the guarantee. 

Subport D—Procedures 

710.18 Prcappllcatton proposal. 

710.19 Application. 

710.20 Project agreement. 

710 21 Issuance of guaranteed obligations. 
710.22 Project execution and monitoring. 

Subport E—Foo and Cborgo Schedule 

710.24 Application charge. 

710.25 Commitment charge. 

71028 Reopening chargee. 

710.27 Guarantee fee. 

710-28 Annual fee. 

710.29 Transfer charge. 

Atmtoimr: The provisions of this Part 710 
Issued under secs 413, 7(d), 83 Stat. 517. 
79 Stat 870; 42 U.8.C. 3912. 3535(d). 

Subpart A—General 
§ 710.1 Statement of applicable law. 

(&) The New Communities Act of 1968 
(42 UJS.C. 3901-3914) authorizes the 


Secretary of Housing and Urban Devel¬ 
opment to guarantee obligations issued 
by private developers to help finance 
new community development projects. 
It also Authorizes the Secretary to make 
grants to State and local public bodies 
and agencies to supplement the Federal 
assistance that is otherwise available for 
certain water, sewer, or open-space proj¬ 
ects If these projects are needed or de¬ 
sirable In connection with an approved 
new community project which will make 
available a substantial number of hous¬ 
ing units for persons of low and moderate 
income. The amount of such grants may 
not exceed 20 percent of project costs, 
and since tills is to supplement other 
Federal assistance, the projects must 
also meet the applicable requirements 
for regular grants under section 702 of 
the Housing and Urban Development 
Act of 1965, as amended (42 UJS.C. 
3102); section 306(a) (2) of the Consoli¬ 
dated Farmers' Home Administration 
Act. as amended (7 U.8.C, 1926(a)(2)); 
or title VII of the Housing Act of 1961, 
as amended (42 U8.C. 1500-1500e>. 

(b) Hie Act (1) amends section 202 
(b) (4) of the Housing Amendments of 
1955, as amended (42 U.S.C. 1492), to 
permit public facilities loans without re¬ 
gard to the population limits otherwise 
applicable for facilities serving a new 
community development: (2) amends 
section 24 of the Federal Reserve Act, 
as amended (12 U.S.C. 371), with regard 
to the authority of national banks to 
invest In obligations guaranteed under 
the Act; and (3) amends section 5(c) of 
the Home Owners Loan Act of 1933. as 
amended (12 U.S.C. 1464), with regard 
to the authority of the Federal savings 
and loan associations to Invest In obliga¬ 
tions guaranteed under the Act. The 
Secretary is also authorized to make 
comprehensive planning grants under 
section 701 of the Housing Act of 1954, 
as amended (40 U8.C. 461), to official 
governmental planning agencies for 
planning In areas where rapid urbaniza¬ 
tion is expected to occur on land devel¬ 
oped or to be developed as a new com¬ 
munity approved under the Act. 

(c) Additional assistance to new com¬ 
munities may be available under other 
Federal laws, even though they do not 
refer specifically to the Act or to new 
communities. For example, public bodies 
may receive Federal assistance for water 
and sewer and open space, schools, urban 
transit, and other facilities which serve 
new communities. Federal assistance for 
private sponsors would generally be 
available on the some basis as In other 
communities. For example, qualifying 
private sponsors may receive assistance 
for sales, rental, and cooperative housing 
projects for lower Income families pur¬ 
suant to sections 235 and 236 of the Na¬ 
tional Housing Act as amended (12 
UB.C. 1715z and 1715z-l). 

(d) It is the declared purpose of the 
Act to encourage the development of new 
oommunities that— 

(1) Contribute to the general better¬ 
ment of living conditions through the 
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Improved Quality of community develop¬ 
ment made possible by a consistent de¬ 
sign for the provision of homes, com¬ 
mercial and industrial facilities, public 
and community faculties, and open 
spaces; 

(2) Make substantial contributions to 
the sound and economic growth of the 
areas in which they are located; 

(3) Provide needed additions to the 
general housing supply; 

(4) Provide opportunities for innova¬ 
tion In housing and community develop¬ 
ment technology and In land use plan¬ 
ning; 

(5) Enlarge housing and employment 
opportunities by increasing the range of 
housing choice and providing new In¬ 
vestment opportunities for Industry and 
commerce; 

(6) Encourage the maintenance and 
growth of a diversified local homcbulld- 
ing industry; and 

(7) Include, to the greatest extent 
feasible, the employment of new and Im¬ 
proved technology, techniques, materials, 
and methods in housing construction, re¬ 
habilitation, and maintenance under 
programs administered by the Depart¬ 
ment of Housing and Urban Develop¬ 
ment with a view to reducing the cost of 
such construction, rehabilitation, and 
maintenance, and stimulating the in¬ 
creased and sustained production of 
housing under such programs. 

S 710.2 Definition*. 

For the purpose of the regulations In 
this part, the following terms shall 
mean: 

(a) Act. The New Communities Act of 
1968 (title IV of the Housing and Urban 
Development Act of 1968, 42 UJS.C. 3901- 
3914). 

(b) Secretary. The Secretary of Hous¬ 
ing and Urban Development or his au¬ 
thorised representatives. 

(c) Assistant Secretary . The Assist¬ 
ant Secretary for Community Planning 
and Management or his authorized rep¬ 
resentatives. 

(d) Developer. The private entity, ap¬ 
proved by the Secretary to carry out a 
new community project, which Issues 
obligations guaranteed or to be guaran¬ 
teed under the Act. 

(e) Project . The activities and under¬ 
takings required to carry out a plan or 
plans for a new community approved by 
the Secretary under the Act. 

(f) Land development . The process of 
grading land, making, installing, or con¬ 
structing water lines and water supply 
Installations, sewer lines, and sewage 
disposal Installations, steam, gas, and 
electric lines and Installations, roads, 
streets, curbs, gutters, sidewalks, storm 
drainage facilities, and other Installa¬ 
tions or work, whether on or off the site, 
which the Secretary deems necessary or 
desirable to prepare land for residential, 
commercial, industrial, or other uses, or 
to provide faclhties for public or common 
use. The term "land development" shall 
not Include any building unless it is (1) 
a building which Is needed In connection 
with a water supply or sewage disposal 
Installation or a steam, gas, or electric 
line or installation, or (2) a building. 


other than a school, which Is to be owned 
and maintained Jointly by the residents 
of the new community or is to be trans¬ 
ferred to public ownership, but not prior 
to its completion. 

(g) Actual costs. The costs (exclusive 
of rebates or discounts) Incurred by a 
new community developer In carrying 
out the land development assisted under 
the Act These costs may include 
amounts paid for labor, materials, con¬ 
struction contracts, land planning, en¬ 
gineers* and architects* fees, surveys, 
taxes, and Interest during development, 
organizational and legal expenses, such 
allocation of general overhead expenses 
as is acceptable to the Secretary, and 
other items of expense incidental to de¬ 
velopment which may be approved by the 
Secretary. If the Secretary determines 
that there is an Identity of Interest be¬ 
tween the new community developer and 
a contractor, there may be Included as a 
part of actual costs an allowance for the 
contractor’s profit in an amount deemed 
reasonable by the Secretary. 

$ 710.3 Information. 

General information on the new com¬ 
munity program and instructions for ap¬ 
plying for assistance under this program, 
as well as information on other Federal 
programs which are related to new com¬ 
munities. may be obtained from the As¬ 
sistant Secretary for Community Plan¬ 
ning and Management, UH. Department 
of Housing and Urban Development, 
Washington, D.C. 20410. 

Subpart B—New Community Criteria 
and Standards 

8 710.5 General criteria for new com¬ 
munities. 

In determining whether a given under¬ 
taking. otherwise eligible for assistance 
and consistent with the purposes of the 
Act. is a new community, the Secretary 
will apply the following general criteria: 

(a) A new community must Include 
most, if not all. of the basic activities nor¬ 
mally associated with a city or town: 
Housing, education, cultural facilities, 
transportation, commerce. Industry, and 
recreation, 

(b) It must combine these varying 
activities In a balanced and harmonious 
whole, with a view to creating an en¬ 
vironment that is an attractive place to 
live, work, and shop. 

(e) It must have a favorable Impact 
upon the growth and development of 
the area within which It Is located in 
terms of conserving land, minimizing 
transportation problems, extending the 
range of housing choice for &H who live 
or may In the future live In the area, 
promoting needed economic develop¬ 
ment. and creating new Job opportunities. 

(d) It must be designed for the fullest 
possible range of people and families of 
different compositions and Incomes and 
must be open to members of all national, 
ethnic, and racial groups. 

8 710.6 Specific cKmctcrolifi of a new 
community. 

(a) Size, location, and internal diver - 
sity —(1) Size. No minimum or maximum 


size is prescribed for a new community 
qualifying under the Act, but its size 
must be significant In comparison with 
existing developments and communities 
in the area In which it Is located. A 
new community that would be too small 
to have an appreciable impact in or near 
a metropolitan area might qualify for 
assistance If It were located in a rural 
area and were approximately as barge 
as other communities in the area. 

(2) Location. A new community mny 
be located in any kind of area: Urban 
urbanizing, or rural. Wherever located, 
a new community must have accessibility 
to highways, airports, or other public 
transportation facilities commensurate 
with its size and the anticipated require¬ 
ments of Its population, Industry, and 
commerce. 

(3) Relationship to surrounding de¬ 
velopment. If a new community involves 
development which adds to an existing 
community or to an existing residential, 
commercial, or Industrial area, both the 
old and new development will be con¬ 
sidered in determining whether the new 
community qualifies for assistance under 
the Act. To qualify, however, the new 
development must be substantial, and 
the old and new elements must be care¬ 
fully Integrated. The resulting total new 
community must be planned as a whole 
and must be demonstrably different from 
that which existed before. An addition to 
existing development of housing alone, or 
commercial or industrial facilities alone, 
will generally not be considered sufficient 
for this purpose. Whether or not the new 
community Incorporates existing devel¬ 
opment. it should take account of thlv 
development in internal planning and 
site location decisions. 

(4) Internal diversity. Although a new 
community need not be completely self- 
sufficient, it must provide in a single area 
the housing, public and commercial fa¬ 
cilities, and Job opportunities normally 
associated with a city or town. In deter¬ 
mining the degree of Internal diversity 
for a given site, consideration will be 
given to adequacy of existing or projected 
facilities in the immediate area. How¬ 
ever, the community may not consist 
simply of housing or of housing with a 
minimum of commercial facilities serv¬ 
ing only the immediate needs of people 
for neighborhood shopping. Nor may a 
new community be predominantly an 
industrial or commercial development, 
with a minimum supply of new housing. 

(b) Internal development plan. A new 
community must have a general plan and 
program for its ultimate development 
designed to create and maintain an at¬ 
tractive and viable environment respon¬ 
sive to human needs. Among the factors 
which the Secretary will consider In 
evaluating the plan are the following: 

(1) Suitability of the site for the pro¬ 
posed uses, harmonious relationship of 
these uses with surrounding develop¬ 
ment, and their protection against 
adverse physical encroachment; 

(2) Effectiveness of the land use and 
transportation plans and population 
density and distribution In promoting 
harmonious interrelationships and opti¬ 
mum internal accessibility: 
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(3) Preservation and enhancement of 
natural features such as water bodies and 
steep slopes; establishment and mainte¬ 
nance of an accessible open-space net¬ 
work for conservation, natural beauty, 
and recreation; and effectiveness of 
measures to prevent environmental pol¬ 
lution and problems such as flooding and 
soil instability; 

(4) Adequacy of public facilities to 
serve community needs, including water 
and sewer, schools, recreation, health 
facilities, streets, walkways, highways, 
and other transportation facilities; 

(5) Adequacy of controls and incen¬ 
tives for promoting attractive land utili¬ 
zation, urban design and architecture; 

(6) Phasing of all features of the plan 
on a schedule compatible with economic 
feasibility and geared to the timing of 
land acquisition, development, and dis¬ 
position as reflected In the financial 
plan; 

<7> The extent to which the plan con¬ 
tains innovative features; 

<8) Adequacy of provision for reloca¬ 
tion of existing residents and businesses 
to the extent required by the land use 
plan; and 

(9) Adaptability of the plan to the 
various problems and alternatives which 
may arise as development proceeds. 

(c) Housing mix. A new community 
must contain an adequate range of hous¬ 
ing and a variety of housing types for 
both sale and rental for people of all 
incomes, ages, and family composition. 
Including a substantial amount for 
people of low and moderate Income. The 
following factors, among others, will be 
considered In determining the sufficiency 
of housing mix: 

(1) Existing and projected distribu¬ 
tion of families by Income and size for 
the region In which the project is 
located; 

(3) Existing and projected housing 
supply and demand, particularly for low- 
and moderate-income housing. In the 
region and market area of the project; 
and 

(3) Income and family characteristics 
of persons likely to be employed In the 
new community. 

Existing housing In standard condition 
or proposed to be rehabilitated within 
the new community, as well as new con¬ 
struction, may be considered In deter¬ 
mining adequacy of housing balance. But 
whether tiffs housing Is to be newly con¬ 
structed or rehabilitated, the new com¬ 
munity plan must include reasonable as¬ 
surances that the units planned will ac¬ 
tually be provided. If the development of 
a new community Is to be carried out In 
stages, sites for low and moderate Income 
housing shall be Included In every major 
residential stage. 

<d> Community services and govern¬ 
ment. (1) A new community must be 
provided with a full range of govern¬ 
ment and public services adequate to 
meet the needs of all Its residents. Such 
services may be provided by State or local 
government, by community organiza¬ 
tions. or by other appropriate entities. 
If public facilities or utilities are to be 
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operated by t nonpublic body, rates and 
charges, capital structure, rate of return, 
and methods of operation of the facility 
or utility must be regulated by a public 
body or by other means satisfactory to 
the Secretary. 

(2) A new community need not be or 
constitute a separate political unit but 
may be governed through a county, city, 
town, or other existing political Jurisdic¬ 
tion. Where it Is contemplated that a de¬ 
veloper or a developer-controlled orga¬ 
nization or association will, during the 
course of development, perform func¬ 
tions normally performed by a general 
unit of government, provision should be 
made In the new community plan or 
plana for an orderly transfer of such 
functions to an appropriate govern¬ 
mental unit at an appropriate time. 

(©> Area planning and development . 
The area within which a new community 
Is to be situated must be covered by a 
comprehensive areawide plan or by on¬ 
going planning promulgated or carried 
on by a duly authorized agency. The lo¬ 
cation of the new community and the 
Internal development plan for the proj¬ 
ect must be consistent with such compre¬ 
hensive plan or planning and must re¬ 
flect consideration of any economic de¬ 
velopment programs, functional plans, 
and public works programs of relevant 
Federal. State, regional, city, or county 
agencies for the area in which the new 
community is located. The comprehen¬ 
sive plan or planning for the area must, 
in the Secretary’s Judgment, be suffi¬ 
ciently detailed to provide a reasonable 
basis for evaluating the relationship of 
the proposed new community to area 
population trends, major transportation 
facilities and development patterns, area- 
wide land use, systems for water and 
sewage, open space, and recreation. In 
those areas where there Is an areawide 
planning agency certified by the Secre¬ 
tary. consistency must be found between 
the planning performed by the certified 
agency and the new community. 

(f) Social elements. In order to assure 
that projects reflect social considerations 
and human needs, new community plans 
must reflect or incorporate the following: 

(1) Use of citizen advisory groups, 
opinion surveys, or other methods of de¬ 
veloping a design and structure for the 
new community that will be responsive 
to the needs of residents, both at the be¬ 
ginning and. through continuing evalu¬ 
ation. at later stages of development: 

(2) Location and distribution of bous¬ 
ing types and price ranges so as to pre¬ 
vent segregation and afford full access 
to facilities, and participation In activi¬ 
ties, of the community and neighborhood 
by groups, families, and Individuals of 
different economic, social, and racial 
backgrounds; 

(3) A program of citizen participation 
in project activities, including use of 
home associations and civic organiza¬ 
tions appropriately formulated to supple¬ 
ment. as necessary, opportunities offered 
by governmental or public Institutions, 
and to provide for full opportunity for 
participation by renters and low-income 
residents; and 
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(4) Specific actions that may be 
needed to promote high quality schools 
or to encourage or assure, as appropriate, 
establishment of community colleges, 
technical or vocational education cen¬ 
ters, adult education courses, and Job 
retaining facilities. 

<g) Disclosure of certain interests. De¬ 
velopers and contractors must disclose, 
in accordance with such procedures or 
forms as the Secretary may prescribe, all 
direct and indirect interests that may af¬ 
fect the arm's length character of any 
transactions relied upon to establish esti¬ 
mated or actual costs, or value, for pur¬ 
poses of determining the amount of 
obligations to be guaranteed or the 
amount of the proceeds of such obliga¬ 
tions that can be disbursed. Where such 
interests exist, the Secretary may fix 
such special allowances or fees, or require 
special accounting for costs, or take such 
other actions as he may determine are 
reasonable and appropriate In order to 
prevent the guarantee of obligations, or 
the disbursement of funds, in excessive 
amounts. 

§ 710.7 Ollier require menu for new 
community development. 

(a) Capability of developer. (1) Only 
private developers are eligible for guar¬ 
antees under the Act. These include prof¬ 
it-seeking, nonprofit, or limited dividend 
corporations. The form of organization 
of the developer and changes In that 
form must be approved by the Secretary. 
Changes In ownership which might re¬ 
sult in changes in control of the devel¬ 
oper's operation must also be approved. 

(2) The developer must have finan¬ 
cial, technical, and administrative abil¬ 
ity and background appropriate to the 
size and complexity of the project, the 
amount of the obligations to be guar¬ 
anteed, and the period of time for project 
completion. The developer must have 
either in his own organization or avail¬ 
able to him land development and related 
skills of a high order over the whole pe¬ 
riod of development. He must also have 
the capacity for anticipating and dealing 
effectively with the social concerns and 
problems that must be considered in 
planning the community or that may 
arise during the period of development, 

(3) The developer may engage in non¬ 
title IV activities, either in the project 
itself or In related development, subject 
to such conditions as the Secretary may 
impose. The project agreement shall im¬ 
pose such controls and limitations as the 
Secretary shall determine arc required 
to <i> govern the non title IV activities of 
the developer, in the project itself or 
otherwise, or (11) provide separation of 
accounts and activities to serve the pur¬ 
poses of the Act and protect the security 
interests of the United States. 

(b) Equal opportunity. <1) The new 
community project must be specifically 
designed and implemented so as to assure 
compliance with all requirements im¬ 
posed by. or pursuant to, any appli¬ 
cable statute or executive order treating 
with discrimination on the basis of race, 
creed, color, sex. or national origin. These 
include title VUI (Fair Housing) of the 
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Civil Rights Act of 1968 (42 U.S.C. 3601- 
3619); title Vn of the Civil Rights Act of 
1964 (42 U.S.C. 2Q00e); the Civil Rights 
Act of 1866, as amended <42 U.S.C. 1981 
and 1982); Executive Order 11063 (27 
Pit. 11527); and Executive Order 11246, 
a s amended by Executive Order 11375 (30 
PJt. 12319. as amended by 32 F.R. 
14303); which apply variously so as to 
prohibit discrimination in the use, sale, 
lease, or other disposition of land, hous¬ 
ing, or facilities in the new community 
and in employment in the new commu¬ 
nity or in the development of the new 
community project. Pursuant to the au¬ 
thority in each executive department to 
issue regulations and take other appro¬ 
priate action under Executive Order 
11063 with respect to its programs, dis¬ 
crimination on the basis of race, color, 
creed, or national origin in the use, sale, 
lease, or other disposition of any land 
developed for residential or related uses 
with assistance under the Act is hereby 
specifically made a violation of that 
order enforceable under the terms of sec¬ 
tion 302 of the Order after due notice and 
hearing. 

(2) In furtherance of subparagraph 
(1) of this paragraph and as a condi¬ 
tion of granting or continuation of as¬ 
sistance. the developer must formulate 
and implement an affirmative action pro¬ 
gram covering all or part of the new 
community project; include appropriate 
equal opportunity provisions in perti¬ 
nent contracts, subcontracts, covenants, 
or other documents; and take such fur¬ 
ther steps as the Secretary may direct 
to carry out the developer’s program. In¬ 
cluding, but not limited to, provision of 
equal opportunity In employment and 
encouragement of minority business 
enterprise. 

(c) Labor standards. In any new com¬ 
munity project, construction contracts, 
subcontracts, or building and loan agree¬ 
ments for land development assisted 
under the Act shall contain such labor 
standards clauses as the Secretary may 
direct In furtherance of the Act and of 
the regulations of the Secretary of Labor 
codified in 29 CFR Part 5. The provisions 
of such regulations with respect to in¬ 
eligible contractors shall also be ob¬ 
served. No proceeds of new community 
obligations mAy be disbursed to a de¬ 
veloper with respect to any such con¬ 
struction contract unless there has been 
filed. In a manner satisfactory to the 
Secretary, a certificate signed by the con¬ 
tractor or subcontractor stating that 
laborers and mechanics employed under 
the contract have been paid not less than 
the wages determined by the Secretary 
of Labor to be prevailing wages for cor¬ 
responding classes of laborers and me¬ 
chanics employed on construction of a 
similar character. 

(d) Small builders. In any new com¬ 
munity project, there must be provision 
satisfactory to the Secretary to encour¬ 
age maintenance and growth of a diver¬ 
sified local homebullding industry and 
broad participation by builders, par¬ 
ticularly small builders. 

<e) Governmental approvals . The de¬ 
veloper must secure all State and local 


approvals required by law or determined 
by the Secretary to be necessary for the 
project. To the extent significant project 
activities will require, or depend upon, 
future approvals that are necessarily un¬ 
obtainable at the time the offer of com¬ 
mitment is made or the project agree¬ 
ment entered into, the Secretary will 
require that the project plan or plans 
provide reasonable assurance that such 
approvals will and can be secured, in a 
timely fashion, as needed. 

it) Staging. Major new community 
projects will ordinarily be planned, car¬ 
ried out, and financed in progressive 
stages, so as to provide an opportunity 
to test the market and minimize finan¬ 
cial risk, with each stage resulting in a 
balanced and self-sufficient whole. Ex¬ 
ceptions to this requirement, and the 
degree of and terms for staging, will be 
determined according to the scope of the 
project, the nature of market demand, 
the extent of assurance that all contem¬ 
plated financing will be obtained and all 
public actions or approvals taken or ob¬ 
tained. the degree to which economics of 
scale can In fact be obtained, the possi¬ 
ble adverse effects of contemplated 
major improvements upon the Govern¬ 
ment's security, the projected scheduling 
of housing in relation to critical housing 
needs, particularly needs for low and 
moderate Income housing, and such 
other matters as the Secretary deems 
relevant. Regardless of the stage covered 
In the Initial application, the developer 
must submit a general plan for the en¬ 
tire project which will be covered by 
subsequent stages. 

Subpart C—Financial and Economic 
Criteria and Standards 

§710.8 Economic feasibility. 

A new community must be economi¬ 
cally feasible in terms of economic base 
or potential for growth. Among the 
criteria by which feasibility will be de¬ 
termined are the following: 

(a) Current and projected economic 
and demographic growth patterns and 
demand for and supply of industrial, 
commercial, and residential properties 
for the region in which the project is 
located; 

(b) The market area of the project 
and the growth and demand trends pro¬ 
jected within this market area; 

(c) The advantages of the project, 
relative to other developments. Includ¬ 
ing Its location, the managerial and mar¬ 
keting skills associated with It. and its 
capacity to sustain a Job base which, in 
turn, will generate demand for housing 
and commercial facilities. 

In the case of projects in rural and other 
areas. Including those beyond the urban¬ 
izing portion of a metropolitan area, 
where, for economic or other reasons, 
advantage cannot be taken of existing 
growth trends, it is particularly impor¬ 
tant that there will be a large enough 
employment base to generate demand to 
sustain the projected growth rate of the 
new community. Feasibility will depend 
upon the basic conditions for industrial 
development; the probable effectiveness 


of private and governmental efforts to 
attract stable Industries and to overcome 
some of the major obstacles to economic 
development; and the degree to which 
commitments from industries can be 
secured. 

§ 710.9 General financial plan and pro¬ 
gram, 

A new community must be developed 
pursuant to a financial plan or program 
which must Include provisions that will: 

(a) Cover all anticipated project 
costs. Including, but not limited to. costs 
which will be met with funds to be bor¬ 
rowed under the obligations guaranteed; 

(b) Demonstrate the manner by 
which, and the sources from which, these 
costs will be met. Including anticipated 
revenues from the project, financial re¬ 
sources of the developer, and borrowing; 

(c) Provide assurances that the devel¬ 
oper will have an adequate incentive, in 
terms of equity invested and expected re¬ 
turn, for proceeding with the approved 
project in an expeditious and efficient 
manner; and 

(d) Set forth a procedure for periodic 
updating of the financial plan to take 
into consideration changes in costs, reve¬ 
nues, market conditions, and other rele¬ 
vant changes affecting the plan. 

§ 710.10 Mnxinttun Federal guarantee. 

The maximum loan which may be 
guaranteed under the Act U the lesser of 
(a) 80 percent of the Secretary's esti¬ 
mate of the value of the property upon 
completion of land development or (b) 
the sum of 75 percent of the Secretary's 
estimate of the value of the land before 
development and 90 percent of his esti¬ 
mate of the actual cost of land develop¬ 
ment. In no event shall the principal 
amount of the outstanding obligations 
guaranteed under the Act with respect to 
a single project exceed $50 million. Land 
which is yet to be acquired and costs 
which are yet to be incurred at the time a 
commitment is made may be included as 
a basis for determining maximum com¬ 
mitment. but, in the absence of escrow 
or trust provisions under i 710.22(b)(1), 
only land acquired and costs incurred at 
or prior to Issuance of a guarantee may 
be Included as a basis for determining the 
maximum outstanding principal amount 
of obligations which may be guaranteed. 

§ 710.11 Land valuation. 

Among the principles which the Sec¬ 
retary will apply with respect to any 
valuation and which should be applied 
in any valuation made by or on behalf of 
a developer are the following: 

(a) Before development. (1) Esti¬ 
mates of the "as Is" value of the land 
prior to its development as part of a 
new community project must be based, 
to the greatest extent possible, on recent 
actual arm's length sales transactions of 
the land Involved or of nearby compara¬ 
ble laud. In all cases where land valua¬ 
tions exceed actual prices paid by the 
developer or paid In the latest arm’s 
length transactions, the reasons for the 
valuation will be fully explained and 
documented. Unusually high prices paid 
for remaining parcels needed to round 
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out ft site will be considered as unrepre¬ 
sentative of the values of the site as a 
whole. Different parcels may be valued 
according to their highest and best use 
only where supported by market demand. 
In any case, valuation shall not be lim¬ 
ited to a small sample acreage or a few 
selected choice parcels, 

(2) Valuation should not take into ac¬ 
count any increased values resulting 
from the guarantees expected to be is¬ 
sued under the Act and the development 
made possible by these guarantees, as 
distinct from normal growth that would 
have been expected in any event. It is 
recognized, however, that market value 
may be increased by improvements al¬ 
ready on the land, including those in¬ 
stalled by the developer, and changes 
which have occurred In local zoning or 
comprehensive planning ns a result of 
actions by the developer. Such Increases 
In value may be taken into account to 
the same extent as they would be in 
valuing comparable land. 

(b) After development . Estimates of 
the value of the property upon comple¬ 
tion of land development should reflect 
the Income potential of the new com¬ 
munity project from the sale or rental of 
developed land if the project Is carried 
out as planned. Consideration should be 
given to the potential effect on values 
of existing and planned public facilities 
and other existing and planned develop¬ 
ment in the area. Absorption rates should 
be related to the proposed land uses and 
development schedule for the project. 
Weight should also be given to any fac¬ 
tors affecting the potential value of the 
particular land in question, such as zon¬ 
ing which may be approved, access, to¬ 
pography, and anticipated governmental 
approvals. 

§ 710.12 Cost intimation. 

Only the actual costs of land develop¬ 
ment, as those terms ore defined in 
3 710.2 <e) and (f>. will be considered for 
purposes of calculating the maximum 
amount of obligations which may be 
guaranteed under the Act. The general 
principles that will apply in estimating 
actual costs of land development for this 
determination are as follows: 

(a) Costa of land development may be 
included as estimated actual costs to the 
extent that they are expected to be In¬ 
curred after the date os of which land 
valuation is determined by the Secretary. 
Planning and other organizational costs 
relating directly to the development of 
the new community proposal may be in¬ 
cluded even if incurred prior to that date. 

(b) Construction costs estimates, to 
the fullest extent feasible, should be sup¬ 
ported by detailed engineer's C06t figures 
broken down by unit quantities and 
prices, and must be identified In terms of 
specific improvements. 

(c) Pees and charges payable pursu¬ 
ant to Subpart E of this part before or 
during development may be Included as 
estimated actual costs. 

§ 710.13 Ternii nml condition* of bor¬ 
row tng. 

(a) Kind of obligations . The obliga¬ 
tions guaranteed under the Act may in- 
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elude any bond, debenture, note, or other 
obligation issued by a developer for 
public or private sale. To facilitate public 
financing, the guaranteed obligations of 
any number of developers may be Issued 
to a trustee who will sell to the public, 
through underwriters or otherwise, cer¬ 
tificates o; participation or other securi¬ 
ties evidencing rights In the guaranteed 
obligations held In trust, provided that 
the terms and conditions of each such 
transactions shall be approved by the 
Secretary. 

(b) Investors and lenders. Investors In 
guaranteed obligations, except for public 
offerings, must be approved by the Sec¬ 
retary or must meet such standards and 
criteria as may be from time to time 
proscribed by him. In the case of a 
public offering, obligations must be un¬ 
derwritten under forms and conditions 
approved by the Secretary. 

(c) Rates of interest and maturities. 
Rates of Interest and any other charges 
relating to guaranteed obligations and 
the repayment maturity and redemption 
privilege provisions of such obligations 
must be approved by the Secretary. 

(d) Trustees and fiduciaries. Any 
trustee or other person or corporation 
acting in a fiduciary capacity with re¬ 
spect to a guaranteed obligation must be 
a banking or other financial institution 
subject to governmental Inspection and 
supervision. Approval of such a trustee 
or other person may be conditioned on 
its written agreement with the Secretary 
to take such steps and act under such 
conditions os the Secretary may pre¬ 
scribe for the protection of the security 
interests of the United States. 

§ 710.14 Equity And working capital. 

<a> Prior to the execution of the proj¬ 
ect agreement a developer must make 
arrangements satisfactory to the Secre¬ 
tary to assure that there will be adequate 
funds and working capital to meet cash 
requirements for costs and contingen¬ 
cies. not covered by the proceeds of guar¬ 
anteed obligations, incurred or to be in¬ 
curred In connection with the land de¬ 
velopment program. 

(b) The Secretary may require de¬ 
velopers to have equity in addition to 
funds described in paragraph (a) of this 
section, according to the amount of and 
arrangements for debt financing, and 
such other considerations as he deter¬ 
mines may bear upon the risks to the 
United States as guarantor. 

6 710.15 Security for the guarantee. 

(a) All obligations must contain, or be 
Issued subject to, such provisions relat¬ 
ing to the security interests of the United 
States as may be required by the Secre¬ 
tary. These shall include general pro¬ 
visions under which the United States 
shall acquire rights of subrogation on 
payment of a guarantee in addition to 
such special provisions relating to the 
security of the United States In the spe¬ 
cific property, including real property 
being Acquired and developed, or other 
property as may be appropriate. 

(b) Unless otherwise required or ap¬ 
proved by the Secretary, the security of 
the United States will Include a first lien 
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on the real property of the developer (or 
such portion thereof as the Secretary 
may determine) owned or acquired in 
connection with the project The devel¬ 
oper's title to such property and the 
validity of such lien must be evidenced 
by a title insurance policy issued by a 
title insurer licensed to do business in 
the State in which the real property is 
located and acceptable to the Secretary, 
or other satisfactory evidence of title. 
The form and amount of any title in¬ 
surance policy shall comply with the 
standards prescribed by the Secretary. 
At. or prior to. the issuance of obligations 
guaranteed under the Act, the first lien 
referred to above shall be given to and 
held by the Secretary, or by a trustee 
approved by him. The instruments creat¬ 
ing such lien and setting forth the terms 
and conditions under which it Is given 
and held must be satisfactory to the 
Secretary. 

(c) Such instruments shall Include 
provisions for the release of real proper¬ 
ty from the lien, as such property is sold 
or otherwise disposed of for project pur¬ 
poses. in accordance with such schedules 
and procedures as the Secretary may re¬ 
quire In the project agreement to assure 
that on the sale or other disposition of 
such property (1) adequate release pay¬ 
ments will be applied to the redemption 
of the guaranteed obligations or paid 
into an appropriate fund, or (11) other 
appropriate action will be taken or as¬ 
surances received as may be required to 
protect the security Interests of the 
United States. 

§ 710.16 Terms ami condition* of pay¬ 
ment under the guarantee. 

(a) Nature and scope. The full faith 
and credit of the United States Is pledged 
to the payment of any guarantee made 
pursuant to the Act. and the validity of 
such guarantee shall be incontestable In 
the hands of a qualified holder of a guar¬ 
anteed obligation, except for fraud or 
material misrepresentation on the part 
of such holder. The guarantee may ex¬ 
tend to both prinolpal and interest, in¬ 
cluding interest, as may be provided for 
in the guarantee, accruing between the 
date of default under a guaranteed obli¬ 
gation and the payment in full of tho 
guarantee. 

(b) Claims and payment upon default. 
Upon default by a developer in payment 
of interest or principal under an obli¬ 
gation guaranteed under the Act, the 
first recourse of the holder thereof shall 
be a claim under the guarantee for pay¬ 
ment of the defaulted interest or prin¬ 
cipal; and. upon payment thereof In 
accordance with the terms of such guar¬ 
antee, the holder shall have no further 
recourse. All payments thereunder shall 
be made in cash from the revolving fund 
established pursuant to the Act. 

Subpart D—Procedures 
§710.18 Preappliratinfi proposal. 

The preapplicaUon procedure Is de¬ 
signed to provide an Initial screening to 
determine whether or not a project ap¬ 
pears to be within the broad framework 
of the Act before all of the detailed 
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plans are completed by the developer. 
It wtU also provide the Secretary on 
opportunity to work with the developer 
from the earliest stages of project 
planning. 

(a) Inquiry. After familiarizing them¬ 
selves with the Act and the regulations 
in this part, applicants are encouraged 
to meet with the Assistant Secretary for 
Community Planning and Management 
and his designated representatives to 
discuss their proposals, so that subse¬ 
quent steps may be taken with a clear 
understanding of the goals and require¬ 
ments of the program. 

(b) Proposal. The first formal step in 
processing is submission of a preapplica- 
tion proposal to the Assistant Secretary 
for Community Planning and Manage¬ 
ment. U.8. Department of Housing and 
Urban Development, Washington, D.C. 
20410. The proposal should deal In sum¬ 
mary form with the criteria for project 
evaluation set forth In Subparts B and 
C of this part. The proposal need not in¬ 
clude the detailed supporting data re¬ 
quired for an application. Specific in¬ 
structions regarding the items which 
must be Included in a proposal may be 
obtained from the Assistant Secretary 
for Community Planning and Manage¬ 
ment. No charge is required upon sub¬ 
mission of a preapplicfttlon proposal. 

(c) Review and action. The Assistant 
Secretary for Community Planning and 
Management, upon completion of his re¬ 
view of each proposal, will inform the 
applicant in writing of his findings and 

(1) Invite submission of an application; 

(2) Invite submission of an application, 
indicating the need for specific changes 
In the project: (3) recommend the reso¬ 
lution of certain critical problems before 
proceeding with an application; or (4) 
discourage an application, indicating the 
aspects of the proposal which do not ap¬ 
pear to meet the requirements of the Act, 
An invitation to submit an application 
does not constitute or imply an assurance 
of eventual approval by the Department. 
If the applicant is not invited to submit 
an application, but nevertheless believes 
that the project may qualify under the 
Act, he may resubmit the proposal for 
further review with such changes as, in 
his opinion, will overcome the initial ob¬ 
jections of the Assistant Secretary for 
Community Planning and Management. 

§710.19 Application. 

(a) Submission. An application may 
be submitted to the Assistant Secretary 
for Community Planning and Manage¬ 
ment following receipt of an invitation 
pursuant to fi 710.18, and upon payment 
of the application charge specified in 
I 710.24. The application must contain 
information adequate to enable the Sec¬ 
retary to make the determinations that 
the criteria covered in Subparts B and C 
of tills part havo each been met. Specific 
instructions regarding the items which 
must be Included in an application may 
be obtained from the Assistant Secretary 
for Community Planning and Manage¬ 
ment. Such items may. In addition to 
other matters, include information as to 
a range of feasible interest rates and 


RULES AND REGULATIONS 

alternative repayment schedules and 
maturities, subject to further determina¬ 
tions in accordance with paragraph (b) 
of this section. 

(b) Offer ol commitment . If the de¬ 
terminations referred to in paragraph 
(a) of this section are made by the Sec¬ 
retary and an application is approved by 
him hereunder, the Secretary may ad¬ 
dress a letter to the applicant stating in 
effect that, based upon the information 
contained in the applicant's proposal and 
application and any other information 
which may have been submitted by the 
applicant, the Secretary is prepared to 
enter into an agreement providing for 
the guarantee under the Act of a speci¬ 
fied maximum principal amount of obli¬ 
gations to be issued by a specified devel¬ 
oper, subject to approval by the Secre¬ 
tary of— 

(1) The initial Investors (In the case 
of a private sale of such obligations) or 
the terms and conditions of the under¬ 
writing (in the case of a public sale of 
such obligations); 

(2) The rate of interest to be borne by 
such obligations or the formula by which 
such rate will be determined; 

(3) The repayment and maturity pro¬ 
visions of such obligations; 

(4) The specific measures for the pro¬ 
tection of the security interests of the 
United States, liens and releases of liens, 
and payment of taxes; and 

(5) All other terms and conditions of 
the financing arrangements which might 
affect the interest of the United States; 
and subject to such further conditions as 
the Secretary may prescribe. 

<c) Acceptance of offer of commit¬ 
ment. The offer to commit contained in 
any such letter shall expire 90 days after 
the issuance thereof unless accepted by 
the applicant prior to such expiration by 
payment of the commitment charge spe¬ 
cified in l 710.25. Within 90 days after the 
expiration of such offer to commit. It 
may be reopened and accepted by the ap¬ 
plicant by request in writing to the Sec¬ 
retary accompanied by tender of the 
commitment charge and the reopening 
charge, if the Secretary in his discretion 
approves such request. An accepted offer 
to commit shall remain effective as a 
commitment to enter into a project 
agreement pursuant to $ 710.20 for 6 
months, at which time the commitment 
shall expire unless the applicant has 
taken all steps that the Secretary deter¬ 
mines to be required under this part as a 
prerequisite to the execution of such 
project agreement or unless such 6- 
month period is extended at the discre¬ 
tion of the Secretary. 

§710.20 Project agreement. 

Following satisfaction of all conditions 
stated in any commitment of the Secre¬ 
tary, and before the making of any guar¬ 
antees, the developer will be required to 
enter a project agreement which shall 
be In a form satisfactory to the Secre¬ 
tary. The agreement shall set forth the 
understandings of the Secretary and the 
developer with respect to the entire proj¬ 
ect. including the understandings, if any. 
as to how the prpject is to be carried out 


in stages. The agreement shall also set 
forth the developer's agreement to carry 
out the project in accordance with speci¬ 
fied plans, as approved by the Secretary, 
and the Secretary's agreement to guar¬ 
antee obligations of the developer issued 
pursuant to those plans, subject to the 
limitations set forth in the Act and 
this part. The agreement shall further 
Include— 

(a) An express covenant to the effect 
that the Government's interests in the 
project are not limited to its financial 
interests as guarantor but extend to ac¬ 
complishment of the public purposes of 
the Act: 

<b) Provisions setting forth the duties 
and responsibilities Qf the developer with 
respect to parts or portions of the project 
which will not be carried out by the 
developer; 

(c) Provisions governing the security 
to be provided to the United States; 

(d) Provisions setting forth the rights 
and remedies of the United States in the 
event of default. Including rights to seek 
Injunctive or other equitable relief; 

(e) Special provisions as necessary to 
assure compliance with equal opportu¬ 
nity, labor standattts, and other particu¬ 
lar requirements; 

(f) Duties of the developer to provide 
Information, data, and reports as re¬ 
quired by the Secretary; to maintain 
adequate books and records: and to per¬ 
mit and provide as necessary for inspec¬ 
tions and on-site examinations by or on 
behalf of the Secretary; and 

(g) Such other provisions as the Sec¬ 
retary may require as necessary or ap¬ 
propriate to assure adherence to the 
project as approved, or the provisions of 
the Act or of this part, or to protect the 
Government against loss. 

§ 710.21 l**unnrc of pinranlcnl obliga¬ 
tion*. 

At the request of the developer pur¬ 
suant to the project agreement and upon 
satisfaction of the conditions specified in 
such agreement, the Secretary will en¬ 
dorse his guarantee upon obligation.^ 
duly issued by the developer pursuant 
to a purchase or underwriting agree¬ 
ment approved by the Secretary. The 
guarantee fee specified in i 710.27 must 
be paid at the time the guarantee is 
made. 

§ 710.22 Projcrl execution and monitor 
ing. 

(ft) Inspections and reports . To insure 
that the project is being executed in a 
manner consistent with the objectives of 
the Act and as provided in the project 
agreement, the developer will be required 
to submit periodic financial and other re¬ 
ports on project execution. The Secretary 
will also be afforded access to the project 
site at all reasonable times for purposes 
of Inspection. 

<b) Use of proceeds of guaranteed 
obligations —(1) Land valuation and cost 
certification . Disbursement to the de¬ 
veloper of proceeds from the sale of ob¬ 
ligations guaranteed under the Act mu«t 
be supported by prior submission to the 
Secretary of an independent valuation of 
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land acquired or to be acquired by the 
developer or certification of actual costa 
of land acquisition or land development, 
or a combination of such valuation and 
certification. Any such valuation jnust 
be prepared in accordance with the prin¬ 
ciples set forth in $ 710.11 to the satisfac¬ 
tion of the Secretary. Any such certifica¬ 
tion must be in the form satisfactory to 
the Secretary and must be accompanied 
by such documentation as he may deem 
necessary to assure that such costs U) 
have in fact been Incurred by the de¬ 
veloper for the project and (11) are 
eligible for financing under the Act. If it 
is expected that guaranteed obligations 
will be issued and sold In anticipation of 
land acquisition or of costs for land de¬ 
velopment incurred in the future, ap¬ 
propriate provision* must be made for 
escrow or trusteeship of the proceeds of 
sale to the extent and so long as disburse¬ 
ment of such proceeds is unsupported by 
valuation of land actually acquired or 
certification of actual costs incurred. 

(2) Loan disbursements. Funds to be 
derived from obligations which the Sec¬ 
retary has guaranteed or agreed to guar¬ 
antee shall be disbursed or made 
available to the developer in accordance 
with limitations as to disbursements ap¬ 
proved by the Secretary. Such limita¬ 
tions shall be based upon project needs, 
the progress of work completed as against 
work planned, the maintenance by the 
developer of required equity and working 
capital, the possibility of overruns or 
unanticipated costs, the extent to which 
allowable land values exceed land costs, 
and such other matters as the Secretary 
may deem relevant. Amounts properly al¬ 
lowable and credited, but withheld pur¬ 
suant to such limitations and not other¬ 
wise paid to the developer for approved 
purposes, will be made available upon 
conclusion of the project, or the stage 
of a project to which such amounts re¬ 
late. or are apportioned, as the Secretary 
may determine. 

(c) Records . The developer must 
maintain, to the satisfaction of the Sec¬ 
retary. records of all costs incurred for 
the project and must require his con¬ 
tractors and subcontractors to maintain 
similar records. Upon request, all such 
records and all agreements relevant 
thereto shall be made available at all 
reasonable times for examination by the 
Secretary. Insofar as such records and 
agreements relate to any grants or guar¬ 
antees made pursuant to this part, the 
financial transactions of recipients of 
Federal grants or of developers whose ob¬ 
ligations are guaranteed by the United 
States, pursuant to this title, may be 
audited by the General Accounting Of¬ 
fice under such rules and regulations as 
may be prescribed by the Comptroller 
General of the United States. The repre¬ 
sentatives of the General Accounting Of¬ 
fice shall have access to all books, ac¬ 
counts. records, files, and all other 
papers, things, or property belonging to 
or in use by such developers or recipients 
of grants pertaining to such financial 
transactions and necessary to facilitate 
the audit. 
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(d) Amendments . As a result of 
changes in market demand, employment 
patterns, costs and revenues or other 
factors or conditions, it may become 
desirable to make certain amendments 
to the plans initially approved by the 
Secretary. All proposals for amend¬ 
ments by the developer must be sub¬ 
mitted to the Secretary for approval, to¬ 
gether with full justification therefor. 
Such approval will be based upon the 
same criteria, and will take account of 
the same purposes, as are set forth in 
tliis part for consideration of the initial 
application. The Secretary may recom¬ 
mend. or require, subject to conditions 
set forth in the project agreement, 
amendments to an approved plan when, 
in his opinion, such amendments are 
necessary or desirable to insure the fi¬ 
nancial stability of the project or to pre¬ 
vent situations which would impair the 
value of the project or its ability to carry 
out the purposes of the Act. 

Subport F—Fee and Charge Schodulo 

§710.21 Application rliurge. 

An application charge of $5,000. non- 
refundable. shall accompany the 
application. 

§710.23 Commitment charge. 

A commitment charge equal to 0.5 per¬ 
cent of the principal amount of the com¬ 
mitment up to $30 million, and. in addi¬ 
tion, 0.1 percent of the principal amount 
above $30 million, shall be paid upon 
acceptance of an offer of commitment 
or at the time a guarantee is made, 
whichever occurs first. 

§710.26 Rfopriiinurharnrv 

A reopening request pursuant to 
I 710.19(0 shall be accompanied by a 
charge of 0.05 percent of the expired 
offer of commitment. An offer of commit¬ 
ment which has expired because of the 
failure to pay the commitment charge 
may be reopened and accepted only upon 
payment of the commitment charge and 
the reopening charge. 

§ 710.27 Cunmnlrr fee. 

A guarantee fee equal to 3 percent of 
the principal amount of obligations 
guaranteed by the Government shall be 
paid at the time of the issuance of such 
obligations. 

§ 710.28 Annual fee. 

An annual fee equal to 0.5 percent of 
the average principal amount of guaran¬ 
teed obligations outstanding during the 
preceding year shall be paid on the first 
anniversary date of the initial guarantee 
and on each following anniversary date 
of the guarantee, until the seventh such 
date; and. thereafter, an annual fee of 1 
percent of the average principal amount 
of guaranteed obligations outstanding 
during the preceding year shall be paid 
on each subsequent anniversary date of 
the Initial guarantee until the total ob¬ 
ligation is paid In full. 

§ 710^*1 Transfer charge. 

Upon application for approval of a case 
involving the substitution of developers. 
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a transfer charge of 0.05 percent of the 
unused portion of the commitment shall 
be paid. 

Chapter VIII—Office of Assistant Sec¬ 
retary for Research and Technology 
[Reserved] 

Chapter IX—Office of Interstate Land 
Sales Registration 

Part 

1700 Introduction. 

1710 Land registration. 

PART 1700—INTRODUCTION 

Subport A—Authority ond OrgoniroKon 

Sec. 

1700 ! Scope of authority and purpose. 

1700 & Authority of Secretary. 

1700.10 Delegation of authority. 

1700.15 Establishment of office. 

1700 20 Administrator. 

1700 25 Principal divisions. 

1700 30 Public Information. 

Subport B—Del»solitni of Boiic Authority end 
Function* 

1700.75 Administrator of the Office of In¬ 
terstate Land Sales Registration 
and Deputy 

170080 Director of the Examination Divi¬ 
sion. Office of Interstate Land 
Salee Registration and Deputy. 
170085 Director of the Administrative Pro¬ 
ceedings Division. Office of Inter¬ 
state Land Sales Registration And 
. Deputy. 

1700.00 Acting Administrator. 

AuTHoirrr: The provisions of this Part 
1700 Issued under sec 1410, 82 Slat 508; 

15U.SC. 1718. 

Subpart A—Authority and 
Organization 

§ 1700.1 Scope of authority anil pur¬ 
pose. 

A land developer Is required by the In¬ 
terstate Land Sales Full Disclosure Act, 
Title XIV of Public Law 90-443. 82 Stnt. 
590, 15 U.S.C. 1701, enacted on August 1. 
1968 thereafter in this part referred to 
os the Act) to make full disclosure in the 
sale or lease of certain undeveloped, sub¬ 
divided land. The Act makes it unlawful 
< except with respect to certain exempted 
transactions) for any developer to sell or 
lease, by use of the mail or by any means 
in Interstate commerce, any such land of¬ 
fered as part of a common promotional 
plan unless the land U registered with the 
Secretary of Housing and Urban Devel¬ 
opment and a printed property report is 
furnished to the purchaser or lessee in 
advance of the signing of an agreement 
for sale or lease. 

§ 1700.3 'Authority of Secretary. 

Section 1416(a) of the Act vests au¬ 
thority and responsibility for its admin¬ 
istration in the Secretary of Housing and 
Urban Development (hereafter in this 
port referred to as the Secretary), and 
authorizes the Secretary to delegate any 
of his functions, duties and powers 
thereunder to employees of the Depart¬ 
ment of Housing and Urban 
Development. 

§ 1700.10 Delegation of authority. 

<a) The Secretary has delegated to thu 
Assistant Secretary for Housing Produo 
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tion and Mortgage Credit and Federal 
Housing Commissioner (hereafter In this 
part referred to as the Assistant Secre¬ 
tary) all of the authority to exercise the 
power and authority vested in him under 
the Act with the exception of the follow¬ 
ing matters which the Secretary has re¬ 
tained and not redelegated: 

< 1) The authority to conduct hearings 
In accordance with 5 UiJ.C. 556. 

<2) The authority to issue orders or 
determinations after such hearings. 

(3) The authority to sue and be sued. 

(b) The Secretary has further author¬ 
ized the Assistant Secretary to rcdelegate 
any of the delegated authority to em¬ 
ployees of the Department. 

§ 1700.15 EitaliUftliinent of office. 

The Assistant Secretary has estab¬ 
lished , as an organizational unit of the 
Department of Housing and Urban De¬ 
velopment. the Office of Interstate Land 
Sales Registration to administer the Act. 
§ 1700.20 Administrator* 

The Office of Interstate Land Sales 
Registration Is headed by an Adminis¬ 
trator designated by the Assistant 
Secretary. 

§ 1700.25 Principal division*. 

The following Divisions have been 
established within the Office of Inter¬ 
state Land Sales Registration: 

(a) Examination Division. 

(b> Administrative Proceedings Divi¬ 
sion. 

§ 1700.30 Public information. 

(a) In general. The Identifiable rec¬ 
ords of the Office of Interstate Land 
Sales Registration are subject to the 
provisions of 5 U.8 C. 552. as Imple¬ 
mented by Part 15—Public Information, 
Subtitle A. of this title. 

(b) Availability of information and 
records. Information concerning land 
sales registrations and copies of state¬ 
ments of record may be obtained from 
the following address: 

Office of Interstate Land Sales Registration, 
Department of Housing and Urban Devel¬ 
opment. 451 Seventh Street SW. Wash¬ 
ington, D C 20411. 

In addition, statements of record may 
be reviewed at such address on any busi¬ 
ness day from 8:45 a.m. to 5:15 pm. 

(e) Nonapplicability of exemptions 
authorized by 5 UJ5.C. 552. Section 
1405(d) of the Act specifically provides 
that information contained in or filed 
with any statement of record shall be 
made available to the public. The ex¬ 
emptions from public disclosure author¬ 
ized by 5 UJ3.C. 552. as set forth In 
§ 15.21 of this title, are not applicable 
to information contained In or filed with 
a statement of record. 

(d) Duplication fee—property report. 
Notwithstanding the provisions at 115.14 
Schedule of Fees of this title, copies of 


a Property Report on file with the Office 
of Interstate Land Sales Registration will 
be provided upon request for a fixed fee 
of $2.50 per copy regardless of the num¬ 
ber of pages duplicated. 

Subpart B—Delegation! of Basic 
Authority and Functions 

§ 1700.75 AdniinUlrutor of the Office 
of Interstate Lend Salw Registration 
and Deputy. 

To the position of Administrator of the 
Office of Interstate Land Sales Registra¬ 
tion and under his supervision to the 
position of Deputy Administrator, there 
are delegated and assigned the follow¬ 
ing authorities and responsibilities. 

(a) To exercise all powers vested in 
the Secretary of Housing and Urban De¬ 
velopment by the Interstate Land Sales 
Full Disclosure Act and delegated to the 
Assistant Secretary for Housing Produc¬ 
tion and Mortgage Credit and Federal 
Housing Commissioner, except the power 
of the Assistant Secretary to Issue regu¬ 
lations under the act. 

(b) To direct the operations of the 
Examination Division and the Adminis¬ 
trative Proceedings Division. 

(c) To accept and utilize on a reim¬ 
bursable basis administrative, fiscal, 
technical, and other services of the Fed¬ 
eral Housing Administration and of the 
Office of General Coun sel, H UD, and the 
Inspection Division, HUD, as may be 
necessary to carry out the purposes of 
the Interstate Land Sales Full Disclosure 
Act. 

§ 1700.80 Director of the Examination 
Division, Office of Interstate 1 and 
Sale* Registration and Deputy. 

To the position of Director of the 
Examination Division. Office of Inter¬ 
state Land Sales Registration, and under 
his supervision to the position of Deputy 
Director there arc delegated and 
assigned the following authorities and 
responsibilities: 

(a) To receive and examine all state¬ 
ments of record and property reports 
filed under the provisions of the Inter¬ 
state Land Sales Full Disclosure Act and 
all amendments and corrections to such 
statements. 

(b) To determine the adequacy of dis¬ 
closure of statements of record and prop¬ 
erty reports and amendments thereto 
and to effect corrections, additions, and 
deletions in such statements and reports 
deemed necessary to achieve the pur¬ 
poses of the Interstate Land Sales Full 
Disclosure Act. 

(c) To find effective or to recommend 
to the Administrator that he declare not 
effective statements of record filed under 
the Interstate Land Sales Full Dis¬ 
closure Act and to prepare and present 
evidence in connection with hearings 
and other administrative proceedings 
relative to statements of record declared 
not effective. 

§ 1700.85 Direr lor of the Adminiftlra- 
live Proceeding* Division. Offiee of 
Interstate Land Sales Regi«tration 
and Deputy, 

To the position of Director of the Ad¬ 
ministrative Proceedings Division, Office 


of Interstate Land Sales Registration, 
and under his supervision to the position 
of Deputy Director, there are delegated 
and assigned the follow'lng authorities 
and responsibilities: 

(a> To receive, examine, and make 
determinations with respect to com¬ 
plaints arising from the alleged failure 
of a developer subject to the Interstate 
Land Sales Full Disclosure Act to comply 
with the requirements of such Act and 
regulations Issued thereunder and to 
negotiate resolution of such complaints 
and compliance by such developers. 

(b) To recommend action by the Ad¬ 
ministrator to achieve compliance by de¬ 
velopers deemed subject to the Act who 
have not complied with any or all of the 
requirements of the Act and regulations 
issued thereunder. 

(c) To conduct, on his own initiative 
or in response to Information received, 
reviews to determine the existence of 
such noncompliance and secure compli¬ 
ance with the requirements of the Inter¬ 
state Land Sales Full Disclosure Act and 
regulations thereunder. 

<d> To recommend suspension by the 
Administrator of statements of record on 
a determination of noncompliance with 
the requirements of the Interstate Land 
Sales Full Disclosure Act and regulations 
thereunder. 

(e> To recommend action to secure 
permanent or temporary injunctions or 
restraining orders to prevent acts or 
practices in violation of the provisions 
of the Interstate Land Sales Full Dis¬ 
closure Act and regulations thereunder 
and to require compliance therewith. 

if) To prepare and present evidence 
In connection with hearings or other ad¬ 
ministrative proceedings or injunctions 
or restraining orders in connection with 
suspensions of statements of record or 
other action in connection with non- 
compliance under the Interstate Land 
Sales Full Disclosure Act and regulations 
thereunder. 

§ 1700.90 Acting AdminUtrator. 

The Deputy Administrator, the Direc¬ 
tor of the Examination Division, and the 
Director of the Administrative Proceed¬ 
ings Division, in the order named, are 
designated by the Administrator to act 
In his place and stead In the event of his 
absence or Inability to act, having the 
title of "Acting Administrator 1 ' with the 
powers, duties and rights delegated to 
the Administrator In 1 1700.75. 
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Subport B—Reporting Requirements 

Sec. 

1710.101 Claim of exemption— form of of* 

Annstl on. 

1710.102 Statement of Reservations. He¬ 

ft trie t Iona. Taxed, and Astuws- 
ments—format and instructions. 
1710.105 Statement of record'—format and 
Instruction*. 

1710 110 Property report and lease ad¬ 
dendum. 

1710.115 State property report disclaimer. 
1710.120 Statement of record—State filing . 
1710.125 Partial statement of record—re¬ 
quest for exemption. 

Authority; The provisions of this Part 
1710 Issued under sec. 1419. 82 Slat 508; 15 
U.8.C. 1718. 

Subpart A—General Requirements 

§ 1710.1 Definitions. 

As used In this chapter, the following 
terms shall have the meaning Indicated: 

<a> “Act” means the Interstate Land 
8ales Pull Disclosure Act, Title XIV of 
Public Law 00-448. 83 StAt. 500. enacted 
on August 1. 1968. 

(b) “Blanket encumbrance” means a 
trust deed, mortgage, Judgment, or any 
other lien or encumbrance. Including an 
option or contract to sell or a trust 
agreement, affecting a subdivision or af¬ 
fecting more than one lot offered within 
a subdivision, except that such term shall 
not Include any lien or other encum¬ 
brance arising as the result of the im¬ 
position of any tax assessment by any 
public authority. 

(c) “Developer” means any person 
who. directly or indirectly, sells or leases, 
or offers to sell or lease, or advertises 
for sale or lease any lota In a subdivision. 

<d) “Interstate commerce” means 
trade or commerce among the several 
states. 

(e) “Offer” means any inducement, 
solicitation, or attempt to encourage a 
person to acquire a lot in a subdivision. 

(f) “Person” means an Individual, or 
an unincorporated organization, partner¬ 
ship. association, corporation, trust, or 
estate. 

<g) “Purchaser” means an actual or 
prospective purchaser or lessee of a lot 
In a subdivision. 

(h> “Rules and regulations” refer to 
all rules and regulations adopted pur¬ 
suant to the Act, Including the general 
requirements and the report require¬ 
ments published in this part. 

(I) “Secretary” means the Secretary 
of Housing and Urban Development or 
his duly authorized representatives. 

(J) “State” Includes the several States, 
the District of Columbia, the Common¬ 
wealth of Puerto Rico, and the territories 
and possessions of the United States. 

(k) “Subdivision” means any land 
which is divided or proposed to be divided 
Into 50 or more lota, whether contiguous 
or not, for the purpose of sale or lease 
as part of a common promotional plan 
and where subdivided land is offered for 
sale or lease by a single developer or a 
group of developers acting In concert, 
and such land Is contiguous or Is known, 
designated, or advertised as a common 
unit or by a common name, such land 
shall be presumed, without regard to the 


number of lota covered by each Individual 
offering as being offered for sale or lease 
as part of a common promotional plan. 

(1) “Unimproved land” means a lot or 
lots which are located In a subdivision 
and upon which there are no residential, 
commercial or Industrial buildings. 

§1710.5 General applicability. 

Except In the case of an exempt trans¬ 
action as provided In | 1710.10. a de¬ 
veloper may not sell or lease unimproved 
land in a subdivision, making use of any 
means or instruments of transportation 
or communication in interstate com¬ 
merce or of tlie malls, unless a statement 
of record Is In effect In accordance with 
the provisions of this part; and the de¬ 
veloper furnishes each purchaser with 
a printed property report, meeting the 
requirements of the provisions of tills 
part. In advance of the signing of any 
contract or agreement for sale or lease 
by the purchaser. As used In this part, 
“unimproved land” shall Include lota 
located In a foreign oountry If the offer 
to sell or lease the lota is made from 
within a State, making use of any means 
or instruments of transportation or com¬ 
munication in interstate commerce or of 
the malls. 


§ 1710.10 Exemption. 

Unless a method of sale, lease or other 
disposition of land or an Interest in land 
is adopted for the purpose of evasion of 
the Act, the rules and regulations In this 
part shall not apply to the following 
transactions. 

(a) The sale or lease of real estate not 
pursuant to a common promotional plan 
to offer to sell 50 or more lots in a sub¬ 
division. 

<b) The sale or lease of lots in a sub¬ 
division all of which arc 5 acres or more 
in size. 

(c) The sale or lease of any lots on 
which there Is a residential, commercial, 
or Industrial building, or to the sale or 
lease of land under a contract obligating 
the seller to erect such a building there¬ 
on within a period of 2 years. 

<d) The sale or lease of real estate 
under or pursuant to court order. 

(e) The sale of evidences of indebted¬ 
ness secured by a mortgage or deed of 
trust on real estate. 

(f) The sale of securities Issued by a 
real estate Investment trust. 

<g) The sale or lease of real estate by 
any government or government agency. 

(h) The sale or lease of cemetery lots.- 

(I) The sale or lease of lots to any per¬ 
son who acquires such lots for the pur¬ 
pose of engaging in the business of con¬ 
structing residential, commercial, or in¬ 
dustrial buildings or for the purpose of 
resale or lease of such lots to persona 
engaged in such business. 

(J) The sale or lease of real estate 
which, at the time of sale or lease, is free 
and clear of all liens, encumbrances 
and adverse claims. For the purpose of 
exemption under this paragraph the 
definitions of terms in subparagraphs 
(1) and (2) of this paragraph shall be 
applicable and the conditions of sub- 
paragraphs (3), (4), (5). and (6) of this 
paragraph shall be met. 


U> The meaning of “liens, encum¬ 
brances and adverse claims” shall not 
include: 

(1) Property reservations which land 
developers commonly convey or dedicate 
to local bodies or public utilities for the 
purpose of bringing public services to the 
land being developed. 

(ID Taxes and assessments Imposed 
by a State, by any other public body 
having authority to assess and tax prop¬ 
erty or by a property owners' associa¬ 
tion. which under applicable State or 
local law constitute liens before they are 
due and payable. 

(Ill) Beneficial property restrictions 
which would be enforceable by other lot 
owners or lessees in the subdivision. 

(2) The time of sale or lease shall be 
deemed to be the date the sales contract 
or lease Is signed by the purchaser ex¬ 
cept that the time of sale shall be 
deemed to be the effective date of the 
conveyance If both of the following con¬ 
ditions are met: 

(I) The contract of sale requires de¬ 
livery of a deed to the purchaser within 
120 days following the signing of the 
sales contract. 

(II) Any earnest money deposit or 
other payment on account of the pur¬ 
chase price, made by the purchaser prior 
to the effective date of Uie conveyance, 
is placed in an escrow account, fully pro¬ 
tecting the interests of the purchaser, in 
an institution or organization which has 
trust powers or In an established bank, 
title insurance or abstract company, or 
escrow company doing business In the 
jurisdiction In which the property is 
located. 

(3) Each and every purchaser or Ills 
or her spouse has personally made an 
on-the-lot inspection of the real estate 
which he has purchased or leased prior 
to the signing of a contract to purchase 
or lease. 

<4) The developer has filed with the 
Secretary a claim of exemption In the 
form of an affirmation set forth In 
5 1710.101. 

<5) The developer has obtained the 
Secretary's approval of a statement, pre¬ 
pared in accordance with the instruc¬ 
tions In f 1710.102. which shall be fur¬ 
nished to each purchaser prior to the 
time of sale or lease, and the receipt 
thereof acknowledged in writing prior to 
the time of sale or lease by the purchaser. 

(6) The developer shall file a copy of 
each acknowledged statement, with the 
Secretary within 31 days after the ex¬ 
piration of the calendar year In which 
the sale or lease is made. Such copies 
shall be bound in alphabetical order and 
Indexed by purchaser surname. Each 
bound volume shall contain only such 
copies as arc applicable to a single sub¬ 
division and shall be identified on the 
outer cover by the name and location of 
the subdivision and the number assigned 
by OILSR to such subdivision. Upon de¬ 
mand by the Secretary made at any time 
during the calendar year, the developer 
shall, without delay, flic such copies of 
such acknowledged statements as shall 
be requested by the Secretary. 
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(k) The sale or lease of lots each of 
which exceeds 10.000 square feet and 
each of which will be sold for less than 
$100. Including closing costs. 

(l) The sale or lease of lota where 
the offering Is entirely or almost entirely 
Intrastate. 

<m) The lease of lots for a term not 
to exceed 6 years, provided the terms of 
the lease do not obligate the lessee to 
renew. 

§ 1710.15 Exrtnptioa advisory opinions. 

A developer may obtain an advisory 
opinion from the Secretary as to 
whether an offer Is exempted from the 
Act and the regulations In this part. 
Such opinion may be obtained in either 
of the following ways: 

(a) By ffling a statement of record as 
provided in | 1710.20 and In the form 
prescribed In 11710.105. accompanied by 
the filing fees required by 11710.35 and 
a statement of facts and applicable law 
under which the developer believes the 
offer to be exempt. Unless the developer 
receives an opinion that the offer Is ex¬ 
empted, the provisions of I 1710.20 shall 
apply with respect to the effective date 
of the statement of record. 

(b) By filing a partial statement of 
record in the form prescribed In 
I 1710.125, accompanied by the filing fee 
required by 11710.35(g) and a state¬ 
ment of facts and applicable law under 
which the developer believes the offer to 
be exempt. 

§ 1710.20 Statement of record and prop¬ 
erty report. 

(a) Except as otherwise provided In 
this section, the statement of record 
shall be In the form set forth in 11710.105 
and shall meet each of the following 
requirements: 

(1) Include a property report In the 
form set forth in * 1710.110. 

(2) Be supported by complete Infor¬ 
mation and supporting documentation 
as Indicated in the prescribed form. 

(3) Be filed in duplicate with the Sec¬ 
retary by personal delivery or by certified 
mall, return receipt requested, addressed 
to the Office of Interstate Land Sales 
Registration. Department of Housing and 
Urban Development. Washington, D.C. 
20411. 

(b) The form of the statement of rec¬ 
ord and property report may be as re¬ 
quired by State authorities If filed In 
accordance with the provisions of 
I 1710.25 and if the property report or 
similar Instrument approved by the State 
Is accompanied by a statement in the 
form set forth In I 1710.115. This state¬ 
ment shall be delivered to the purchaser 
simultaneously with the State property 
report. 

(c) If an offering relates to lots which 
will be offered pursuant to the same 
common promotional plan as lots pre¬ 
viously offered and covered by an effec¬ 
tive statement of record, a developer shall 
file a new statement of record covering 
the additional lots. The developer may 
consolidate the new statement of record 
with the prior statement by lncorporat- 


RUIES AND REGULATIONS 

lng by reference the Information in the 
prior statement. The developer shall In¬ 
clude In the consolidated statement of 
record any material changes which have 
occurred since the original filing and the 
consolidated statement of record must 
conform to all pertinent rules and reg¬ 
ulations applicable to an original state¬ 
ment of record. Such consolidated state¬ 
ment of record shall be treated as a new 
statement of record for the purpose of 
determining the date of filing and the 
effective date thereof. 

(d) The date of filing of a statement 
of record Is the date the statement, ac¬ 
companied by the required fee, Is received 
by the Secretary. 

<e) Except as provided In H 1710.40 
and 1710.25 and unless the effective date 
Is suspended by the Secretary In accord¬ 
ance with the provisions of f 1710.45, the 
effective date of the statement of record 
shall be the thirtieth day after the date 
of filing or such earlier date as the Sec¬ 
retary may determine. 

§1710.25 State filing)!. 

Except as provided in paragraph <c) 
of this section. If a developer complies 
with the requirements of 11710.115 with 
respect to the property report and the 
requirements of S 1710.120 with respect 
to the statement of record, a copy of 
material filed with State Authorities and 
allowed to become effective by such au¬ 
thorities shall be an effective statement 
of record, an amendment thereto, or an 
effective consolidation of a subsequent 
statement of record into an earlier state¬ 
ment of record, as of the date of filing 
such copy together with the required fee 
with the secretary, as follows: 

(a) With respect to a subdivision 
located In California, Florida, New York, 
or Hawaii, where the material Is filed In 
full compliance with the laws and re¬ 
quirements of the authorities of such 
State, with the exception that material 
filed with the State of Hawaii will not 
be acceptable If it was filed with that 
State prior to the enactment of Act 223. 
Session Laws of Hawaii 1967, and ma¬ 
terial filed with the State of Florida will 
not be acceptable if It was filed with that 
8tate prior to the enactment of section 
478, Florida statutes, effective August 1, 
1967. 

<b) With respect to a subdivision 
located outside of California, Florida. 
New York, or Hawaii and covered by ma¬ 
terial filed with any such State, if all 
lots and tracts In such subdivision have 
been made the subject of the State filing 
and if there has been full compliance 
with the laws and requirements of the 
authorities In such State, with the ex¬ 
ception that material filed with the State 
of Hawaii will not be acceptable If It 
was filed with that State prior to the 
enactment of Act 223, Session Laws of 
Hawaii 1957 and material filed with the 
State of Florida will not be acceptable 
if It was filed with that State prior to 
the enactment of section 478. Florida 
statutes, effective August 1. 1967. 

(e) A statement of record or similar 
Instrument filed in a State which is not 


named in paragraph (a) or (b) of this 
section and which has been allowed to 
become effective as a filing by the au¬ 
thorities In a State named In paragraph 

(a) or (b) of this section may not be 
filed with the Secretary for the purpose 
of complying with this section. 

§ 1710 JO Amend menu. 

(a) An amendment to a statement of 
record shall be filed If any change oc¬ 
curs affecting any material fact required 
to be contained In a statement of record 
filed with the Secretary except that ad¬ 
ditional lands offered for disposition pur¬ 
suant to the same common promotional 
plan shall not be incorporated Into an 
effective statement of record by amend¬ 
ment. A statement of record for such an 
offering may be consolidated with an ef¬ 
fective statement of record as provided 
in | 1710.20. 

(b) If an amendment to a statement 
of record Is filed prior to the effective 
date of the statement, the statement 
shall be deemed to have been filed when 
such amendment was filed unless such 
amendment is filed with the consent of 
or pursuant to an order of the Secretary. 

(c) If an amendment to the statement 
of record is filed prior to the effective 
date of the statement and with the con¬ 
sent of or pursuant to an order of the 
Secretary, such amendment shall be 
treated as being filed as of the date of 
filing of the statement of record. Any 
such amendment shall be deemed to have 
been filed pursuant to the Secretary’s 
consent or order only when the Secre¬ 
tary so advises. 

(d) Any amendme.nt to a statement of 
record shall be accompanied by a letter 
fully explaining Its purpose. The letter 
shall identify the statement of record by 
OIL6R filing number and shall Include 
any and all changes to the original state¬ 
ment. Each change set forth in the let¬ 
ter shall be prefaced by an identifica¬ 
tion of the part or subpart of the state¬ 
ment of record to which the change 
relates. If the amendment requires a 
change In the property report, the devel¬ 
oper shall also include a revised property 
report. 

(e) The date of filing an amendment 
shall be the date the amendment Is re¬ 
ceived by the Secretary. 

<f> Except as provided in paragraph 
<c) of this section, and !§ 1710.25 and 
1710.40. and unless the effective date is 
suspended by the Secretary In accord¬ 
ance with the provisions of i 1710.45, the 
effective date of the amendment shall be 
the 30th day after the date of fili n g or 
such earlier date as the Secretary may 
determine. 

§1710.35 Payment of fee*. 

(a) Except as provided In paragraphs 

(b) and (c) of this section, a filing fee, 
not to exceed $1,000, shall be paid with 
the filing of a statement of record and 
shall be computed as follows: 

(1) A basic fee In the amount of $250, 
plus 

(2) An additional fee of $50 for each 
50 lots or fraction thereof included In 
the offering. 
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(b) A filing fee. not to exceed $1,000. 
shall be paid with the filing of a state¬ 
ment of record consolidating additional 
lota with a prior statement of record 
filed on lota in a subdivision and shall be 
computed as follows: 

(1) A basic fee In the amount of $200. 
plus 

(2) An additional fee of $50 for each 
50 lots or fraction thereof Included In 
the offering. 

<c) If a developer files pursuant to 
11710.25. a filing fee. not to exceed $1,000, 
shall be paid with the filing, and shall be 
computed as follows: 

(1) In the case of an Initial filing: 

(I) A basic fee in the amount of $200, 
plus 

Ul) An additional fee of $25 for each 
50 lots or fraction thereof Included in the 
offering. 

<2) In the case of a State filing pursu¬ 
ant to 11710.25 which involves a state¬ 
ment of record consolidating additional 
lots with a prior statement of record 
filed In a State: 

<t) A basic fee In the amount of $100, 
plus 

(II) An additional fee of $25 for each 
50 lots or fraction thereof Included In 
the offering. 

(3) If a State will not permit a de¬ 
veloper to consolidate a filing on addi¬ 
tional lots Into a previous statement of 
record filed In the State, the filing shall 
be treated as an initial filing and the 
filing fee shall be paid and computed 
in accordance with subparagraph (1) 
of this paragraph. 

(d) No fee shall be required In con¬ 
nection with the filing of an amendment 
to a statement of record. 

(e) Fees shall be paid by certified or 
cashier's check or postal money order 
made payable to the Treasury of the 
United States. 

(f) If the developer files pursuant to 
11710.105 and Includes a request for an 
exemption advisory opinion pursuant to 
I 1710.15(a) and the Secretary advises 
that the offering is exempt, the filing fee 
submitted by the developer except for an 
amount of $100 shall be refunded. 

(g) If a developer files a partial state¬ 
ment of record-request for exemption 
pursuant to II 1710.15(b) and 1710.125, 
a filing fee. In the amount of $100, shall 
be paid with the filing. If the Secretary 
advises that the filing is not exempt, 
this fee shall apply as a credit toward 
the payment of the fee required for 
filing a complete statement of record. 

§ 1710.10 Early effective dale for sale* 
tit proKrew. 

(a) A developer, who Is or will be 
selling lots In a subdivision which has 
been subdivided or which has been plat¬ 
ted of record and who Is or will be 
engaged In an active sales program prior 
to May 28, 1069, may file a statement of 
record prior to that date. Such state¬ 
ment of record shall become effective on 
April 28. 1069, or on the date of Us 
filing with the Secretary, whichever Is 
the later, if the developer has compiled 
with the requirements of paragraph (b) 
of this section. In no event may a de¬ 


veloper subsequent to April 28. 1069, 
and prior to May 28, 1969, continue or 
begin a sales program until a statement 
of record has been filed with the Sec¬ 
retary. 

(b) To qualify for an early effective 
date in accordance with the provisions 
of this section, the developer shall sub¬ 
mit with the statement of record a letter 
stating that he is or will be selling lots 
In a subdivision which has been subdi¬ 
vided or which has been platted of rec¬ 
ord and that he Is or will be engaged In 
an active sales program prior to May 28, 
1969. 

(c) Qualification for an early effec¬ 
tive date hereunder shall not preclude 
the Secretary from making a review of 
the statement of record subsequent to 
the effective date thereof to determine 
Its completeness and accuracy nor does 
the acceptance of such statement of 
record constitute a waiver of the right 
of the Secretary to make such review 
and to require such additional informa¬ 
tion as may be necessary to bring the 
statement or record Into conformity 
with the Act and these rules and 
regulations. 

§ 1710.45 Suspensions. 

(a) Suspension notice—prior to effec¬ 
tive date . (1) A suspension notice with 
respect to a statement of record or an 
amendment may be Issued to a developer 
within 30 days after receipt by the Sec¬ 
retary If any of the following occurs: 

(1) Prior to 1U effective date, the Sec¬ 
retary has reasonable grounds to be¬ 
lieve that a statement of record is on its 
face Incomplete or Inaccurate In any 
material respect. 

(ill Prior to its effective date, the Sec¬ 
retary has reasonable grounds to be¬ 
lieve that an amendment Is on Its face 
Incomplete or Inaccurate in any material 
respect. 

(2) Suspension notices Issued pursu¬ 
ant to this section shall suspend the 
effective date of the statement or the 
amendment until 30 days, or such earlier 
date as the Secretary may determine, 
after the developer files such additional 
Information as the Secretary shall 
require. 

(3) A developer, upon receipt of a 
suspension notice may request a hear¬ 
ing. and such hearing shall be held 
within 20 days of receipt of such request 
by the Secretary. 

(b) Notice of proceeding; suspension 
orders—subsequent to effective date. (1) 
A notice of proceedings to suspend an ef¬ 
fective statement of record may be Is¬ 
sued to a developer if any of the follow¬ 
ing occurs: 

(I) The Secretary has reasonable 
grounds to believe that an effective state¬ 
ment of record Includes an untrue state¬ 
ment of a material fact, or omits a ma¬ 
terial fact required by the Act or the 
rules and regulations, or omits a mate¬ 
rial fact which is necessary to make the 
statements therein not misleading. 

(II) The Secretary undertakes an ex¬ 
amination of a developer or his records 
to determine whether a suspension order 
should be Issued and the developer fails 


to cooperate with the Secretary, or ob¬ 
structs, or refuses to permit the Secre¬ 
tary to make such examination. 

(Ill) Upon receipt of an amendment to 
an effective statement of record, the Sec¬ 
retary has reasonable grounds to be¬ 
lieve that In the public Interest or for 
the protection of purchasers, the state¬ 
ment of record should be suspended. 

(2) The Secretary may. after notice, 
and after opportunity for a hearing. Is¬ 
sue an order suspending the statement 
of record. 

(3) In the event that a suspension or¬ 
der is Issued, such order shall remain In 
effect until the developer has amended 
Uie statement of record or otherwise 
complied with the requirements of the 
order. When the developer has complied 
with the requirements of the order, the 
Secretary shall so declare and thereupon 
the suspension order shall cease to be 
effective. 


Subpart B—Reporting Requirements 

§ 1710.101 Claim of exemption—form 
of affirmation, 

A claim of exemption pursuant to 
1 1710.10(J> shall be made to the Office 
of Interstate Land Sales Registration. 
Department of Housing and Urban De¬ 
velopment, and shall be supported by an 
affirmation as follows: 


Cum or Exemption 


I hereby affirm on this ...._day of 

---- 19.., as follows: 

(1) I am the developer, or the duly au¬ 

thorized agent of the developer, of the sub¬ 
division known as___.... 

located at---- In the 

State of____ County of__ 

(2) Each and every purchaser or leasee of 
a lot to be covered by this exemption, or his 
or her spouse, will have made a personal 
on-the-lot Inspection of the real estate which 
he purchases or leases prior to the time of 
sale or lease of the lot and will have acknowl¬ 
edged in writing, prior to such time of sale 
or lease, receipt of a statement furnished by 
the developer setting forth all reservations, 
taxes, assessments and restrictions applicable 
to the lot to he purchased or leased, whether 
or not such reservations, taxes, assessments 
and restriction* are Included within the 
term “liens, encumbrances and adverse 
claims'* as used In paragraph (8) below. 

(3) This affirmation Is accompanied by a 
Statement of Reservations, Restrictions, 
Taxes and Assessment* prepared in accord¬ 
ant# with the provisions of 24 CPR 1710.102 
and that the Secretary's approval of such 
statement will be obtained prior to the dis¬ 


tribution and use of such statement. 

(4) The Statement of Reservations. Re¬ 
strictions, Taxes, and Assessments la com¬ 
plete and correct, 

(A) A copy of such statement will be fur¬ 
nished to each purchaser or lessee prior to 
signing the contract. 

(6) The receipt of such statement wilt he 
acknowledged In writing, in duplicate, by the 
purchaser or lessee prior to the time of the 
signing of the contract. 


(7) A copy of the acknowledged statement 
will he filed with the Secretary within 31 days 
after the expiration of the calendar year in 
which the sale or lease Is made. Upon demand 
by the Secretary made at any time during 
the calendar year, the developer shall file 
such copies of such acknowledged statement! 
as shall be specified by the Secretary. 
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Part It. DEmoms and Hold ns of Ownxr 
wiip Interests in Land 


(8) At the time of tele or lease, the lot 
will be free and clear of all liens, encum¬ 
brances, and adverse claims. The term “liens, 
encumbrances and adverse claims** (as used 
in this paragraph (8)) Is not Intended to 
include property reservations which land de¬ 
velopers commonly convey or dedicate to 
local bodies or public utilities for tho pur¬ 
pose of bringing public services to the land 
being developed, nor to taxes and assessments 
imposed by a State, by any other publlo body 
having authority to assess and tax property 
or by a property owners' association, which, 
under applicable State or local law. consti¬ 
tute Uens on the property before they are 
due and payable, nor to beneficial property 
restrictions which would be enforceable by 
other lot owners or leasees In the subdivision. 

(0) For the purpose of this claim of exemp¬ 
tion. the undersigned agrees that the “time 
of sale or lease** shall be deemed to be the 
date the sales contract or lease Is signed by 
the purchaser or leasee except that the “time 
of sale** shall be deemed to be the effective 
date of the conveyance or lease If both of 
tho following requirements are met: 

(a) The contract of sale requires delivery 
of a deed to the purchaser within 120 days 
following the signing of the sales contract. 

(b) Any earnest money deposit or other 
payment on account of the purchase price 
made by the purchaser prior to the effecUvo 
date of the conveyance will be placed In an 
escrow account, fully protecting the inter¬ 
ests of the purchaser, In an Institution or or¬ 
ganisation which has trust powers, or in an 
established bank, title Insurance or abstract 
company, or escrow company doing business 
in the jurisdiction In which the property Is 
located. 


(Title) 

(If the affirmation Is made by an agent of 
the developer of the subdivision, submit writ¬ 
ten authorization to act as agent.) 

§ 1710.102 Statement of Re*crvati<m*, 
Restriction*, Taxes, and Assess¬ 
ment*—format and inttrueiions* 

A Statement of Reservations, Restric¬ 
tions. Taxes, and Assessments shall be 
prepared by the developer in accordance 
with the following format and instruc¬ 
tions: 

STATEMENT OF RESERVATIONS, RZKTRICTIONS. 

Taxes, and Assessments 

employer's IRS No.:..... 

Developer:....___... 

Owner:__...._ 

Name of Developer:_-____ 

Address:___ 

Owner (IX Developer is other than owner):_ 


Address:_...._...__ 

Name of Subdivision:_......._ 

Location:______ 

Number of lots In Subdivision:_ 

Number of acres in Subdivision:__ 

1 . Reservations and restrictions. 

(The developer shall set forth. In descrip¬ 
tive and concise terms, a complete statement 
of all reservations and restrictions affecting 
the property within the above-named sub¬ 
division. Where reservations or restrictions 
are not applicable to all lots within a sub¬ 
division the statement shall identify the lots 
affected. State whether such reservations and 
restrictions are enforceable by other lot 
owners or lessees of lota In the subdivision.) 

2. Taxes. 

(The developer shall set forth. In descrip¬ 
tive and concise terms, a complete statement 
list ing all taxes and Uens presently due and 
payable and those which constitute Hens on 
the property before they become due and 
payable, together with the date such taxes 


will become due and payable. Itemize 
taxes, amounts and rates by lota. Where 
taxes, amounts or rates shown are not yet 
available for the current calendar year, those 
for the previous year should be shown with a 
statement that they are not for the current 
year and that the new taxes, amounts or 
rates may vary; and, if property has been 
reasoned or subdivided since the last taxing 
period, the estimated amount of changes for 
the current year should also be shown. 
Where the previous year’s taxes were based 
other than on lots as presently subdivided, 
estimates should be shown and so Identified.) 

3. Assessments. 

(The developer shall set forth In descrip¬ 
tive and concise terms a statement of all 
assessment/* which are made or may be made 
by state or local authorities or by a property 
owners* association or similar organization. 
The statement shall include any dues or fees 
paid In tho last year or payable to a property 
owner's association. Itemize assessments, 
dues, fees, amounts and rates. State the 
authority under which the assessments, dues 
and fees are Imposed.) 

Warning: This subdivision Is not registered 
with the Office of Interstate Land 8ales 
Registration nor has that Office passed upon 
the accuracy or adequacy of this statement, 
nor does this statement serve as an endorse¬ 
ment or recommendation by that Office of 
the above offering. 

The undersigned by his signature hereby 
acknowledges that he ha# received a State¬ 
ment of Reservations, Restrictions, Taxes, 
and Assessments, on (identify subdivision 
and location) from (name of developer) lo¬ 
cated at (address) and that he has made a 
personal on-the-lot inspection of (at the 
time of delivery to the purchaser or lessee 
insert a legal description of the particular 
lot) which Is the lot upon which the under¬ 
signed plans to execute a contract of sale 
or lease. 


(Date) 

(Signature of purchaser 
or lessee) 

§ 1710.105 Statement of record—for¬ 
mat and infttrurtion*. 

The statement of record required by 
I 1710.20 shall be prepared In accordance 
with the format 8nd Instructions as 
follows: 

Employer's IRS No.: ...... 

Developer:____ 

Owner:__ 

Statement of Record 


Name of subdivision:_____ 

Location:___.___ 

Name of developer: ....._ 

Developer’s address:___............ 

Authorized agent:_ 

Authorized agent's address: _____ 

Past I. Administrative Information 


A. Identification and filing information: 

1.. 

2 .... 

3.... 

B. General information: 

6. Acres owned ___.........._ 

Acres under option or other similar 

arrangement_____ 

Total___.......... 

C. Filings with State authorities: 

1___ 

D. Supporting documentation: 

1... 

2 ...... 


A. Holder of ownership Interest__ 

Type of legal entity—-- 

Extent and type or interest-....._ 

B. Holder of interest In developer_ 

Type of legal entity- 

Extent and type of Interest_..._ 

C. Supporting documentation___ 

Past HI. Identitt of Interest in Moss Than 
One Filing 


A. Subdivision___...........____ 

Location ............................. 

OILSR number-... 

Date of filing___..... 

B. Suspensions_....................... 

Past IV. Legal Description. Topography. 
Climate, Subdivision Map 

A. Legal description___ 

B. Topography and physical characteris¬ 
tics: 

2*. 

3... 

4__ 

C. Climate and temperature: 

D. Environmental factors: 

E Subdivision map: 

2! 

5 .... 

6... 

F Supporting documentation: 

1... 

2..... 

Part V. Condition of Title, Encumbrancer 
Deed Restrictions, and Covenants 


A, _ 



Past VI. General Terms and Conditions of 
Offer, Proposed Range of Selling Prices 
ob Rents 


A. Summary of Ocneral Terms and Condi¬ 
tions of Offer: 

L___ 

2 ... 

3.... 

B. Proposed range of selling prices or 

rents ______......._____ 

C. Supporting documentation: 



Past VII. Aocxzz, Nearby Com muni t ies , Road 
System Within the Subdivision 


A. Access—Nearby communities: 

1. 

2 . . 

3 . Name of community....... 

Population___ 

Distance over paved roads_ 

Distance over unpaved roads 
Total ......._ 


B Road system within the subdivision: 

1__.._. 


3__ 

C. Supporting documentation: 
1 _ 


2 . 

3. 
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•m‘1 4 «) 


Fast vm. Uttutixs 



c. -- 

d. _ 

B. Electricity: 

l.__ 

а. 

5 . " ’imimiiiiinriiimiii 

б. Supporting documentation: 


a o*b:~. 

3 . 

0 . Supporting documentation: 


b. _ 

c. ___ 

D. Telephone: 

1._ 

6 . Supporting documentation: 


H- Sewage disposal: 

10. Supporting documentation: 

a. ____ 

F. Drainage and flood control: 

5. Supporting documentation: 


b._ 

Q. Tclevlalon: 

1.. 

1 .. 


D. Public achooU 

1. Elementary school: 


7. Junior high school: 



3. Highachool: 


b. __ 

E. Medical and dental facilities: 

1. Hcapital facilities: 

c. _____ 

CL______ 

e.___ 

2. Physician* and dentist*: 

P. Public transportation: 

7 nirrmrirrrrrrmriirrinimiiiii 

3. ..... 

4. ... 

Part XI. Taxes and Ameuionts—Common 
Faciutueb 


A. ..... 

Paat XU. Occur an ct Status 

A__ 

Past XIII. Siiowno PAdurnts 


Past XIV. Financial State mxnt 


B 


Past XV. Atomatiok 
AFVTRMATTON 

X hereby affirm that I am the developer 
of the lota herein described or will be the 
developer at the time lots are offered far 
tale or lease to the public, or that I am the 
agent authorized by such developer to com¬ 
plete thU statement (If agent, submit writ¬ 
ten authorization to act aa agent); 

That the statement* contained in this 
statement of record and any supplement 
thereto, together with any documents sub¬ 
mitted herewith, are full, true, complete, 
and correct: 

That the fees accompanying this appli¬ 
cation are In the amount required by the 
rules and regulations of the Office of In¬ 
terstate Land Sales Registration. 


Past IX. Rxcrxational and Common 
Fachjttes 



Past X. Municipal szstigbs 

A. Fire protection: 

L.... 

2 ____ 

B. Police protection_ 

C. Garbage and trash collection: 



(Date) (Signature) 


(Corporate seal (Title) 

If applicable) 

Waonino: Section 1418 of the Housing and 
Urban Development Act of 1868 (Title XIV 
of P JL> 00-448, 77 Stat. 800. enacted an 
Aug. l. 1068) provides: -Any person who 
willfully violates any of tha provisions of 
this title or of the rules and regulations or 
any person who willfully, in a statement 
of record filed under, or in a property report 
Issued pursuant to. this title, makes any 
untrue statement of a material fact or omit* 
to state any material fact • • •, shall upon 
conviction be fined not more than $5,000 or 
Imprisoned not more than 5 years, or both.** 


1NMTSUCTIONS FOB COMPLETION OP STATEMENT 
OP SECOND 

Theee instructions must be followed In 
completing the statement of record. All 
spaces in the specified format must be com¬ 
pleted. The format must not be changed In 
any respect, except aa follows: 

a. Spaces provided In the format may be 
enlarged or extended for the purpose of pro¬ 
viding a comprehensive explanation. 

b. In addition to the Information ex¬ 
pressly required to be stated in the state¬ 
ment of record, there shall be added such 
further material Information. If any, as may 
be necessary to make the required statement* 
In the light of the circumstance* under which 

• they are made, not misleading 

c. if a filing la to be consolidated pursuant 
to 11710.20(c). the present filing may In¬ 
corporate by reference any of the material In 
the previous filing. This shall be accom¬ 
plished by placing after the applicable Part 
or Subpart In the format the OILSR number 
of the previous filing and the appropriate 
Part, Subpart or exhibit and page number. 

TO facilitate proper filing, statements of 
record shall be filed on good quality, un¬ 
glazed, wblte paper, approximately 8*4 by 13 
inches In size, with a 2-lnch margin at the 
top and a 1 *4-Inch margin on each side. They 
shall be In black Ink In standard elite or pica 
type. They may be printed, lithographed, 
mimeographed, or typewritten; but the 
standard size of elite or pica type must be 
used. Deed*, title policies, subdivision mape 
or plats, and other supporting document* 
may be on different size paper but ahould be 
folded to the 8% - by 13-lnch else. A oopy or 
tbo property report in the form that It will 
be given to the purchaser must be attached 
to the statement of record. 

Statement* of record shall be filed In 
duplicate and at least one copy aboil be 
signed. 

In the upper right hand corner, the de¬ 
veloper shall give hts Employer’s IRS number 
a* well a* that of the owner of the subdivi¬ 
sion. If the developer Is not the owner. The 
name at the heading of the statement of 
record shall be the common promotional 
name used for the subdivision. The name and 
address of the authorized agent shall be the 
name and address of the party designated by 
the developer to receive correspondence and 
to recelvo service of process or notice of any 
action taken by OILSR. In all filings, Includ¬ 
ing filings by foreign developers, the author¬ 
ized agent shall be a resident of the United 
States. 

The supporting documents required by 
the various ports of these Instruction* shall 
be attached aa exhibit* at the back of the 
statement of record. Each exhibit shall be 
Identified by affixing a tab on the right aide 
of the cover sheet of the exhibit and by 
Identifying thereon the applicable Port and 
Subpart by Roman numeral, letter and Arabic 
number. The pages of each exhibit s h a ll be 
numbered beginning with the number one 
for the first page In each exhibit and num¬ 
bering the remaining pages In the exhibit 
sequentially. If, at a later time, additional 
data la furnished to be Incorporated Into, or 
to amend, an exhibit, the page* of the ad¬ 
ditional data shall be numbered beginning 
with the number following the last page 
number In the exhibit and following sequen¬ 
tially therefrom. If the information In an 
exhibit Is applicable to more than one part, 
the developer may Incorporate that Infor¬ 
mation by reference to the appropriate ex¬ 
hibit and to the applicable page or pages 
within that exhibit. 

The developer shall mark the property re¬ 
port filed with the Office of Interstate Land 
Sales Registration with references to the 
appropriate information In the statement of 
record and in the exhibits attached thereto. 
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If a statement In the property report la sup¬ 
ported by both an Item In the statement of 
rtnrord and tn an exhibit, reference shall be 
mode to both sources. This shall be accom¬ 
plished by placing the appropriate port and 
subpart number or the appropriate exhibit 
number and the page number in the right 
margin Immediately adjacent to the ap¬ 
plicable statement In the property report. 

If an Item in the statement of record la 
Rupportcd by Information in an exhibit, place 
the appropriate exhibit and page number In 
the right margin Immediately adjacent to 
the Item Whenever the statement of rec¬ 
ord requires a summary or statement of 
terms or items, such summary or statement 
must be presented in a clear and concise 
manner. 

Where the documentation required by the 
statement of record cannot be obtained, a 
letter stating the reasons therefore must be 
furnished by the developer, along with the 
best alternative assurance available. 

Tho following Instructions correspond to 
the Part and Subpart letters and numbers 
set forth in the statement of record format. 

Past I Administrative Information 

A. Identification and filing information 

1. State whether the filing Is an initial fil¬ 
ing with the Office of Interstate Land Sales 
Registration on the subdivision or an ad¬ 
ditional offering of lots to be consolidated 
with a statement of record previously filed 
for lots offered under the same common 
promotional plan. If the filing Is to be con¬ 
solidated. identify the OIL8R filing number 
assigned to the original statement of record. 

2 Do you Intend to make subsequent fil¬ 
ings for additional lots within the sub¬ 
division’? 

3. Are you submitting documentation to 
support a claim of exemption? If so. see in¬ 
struction tn D.l of this part. 

B. General Information. 

1. Name the State. Commonwealth, terri¬ 
tory. or possession of the United States or 
the country In which the subdivision la 
located. 

2 Nome the county or counties or other 
political subdivision or subdivisions within 
which the subdivision l* located. 

3. State the number of lots in this offering. 

4 If more than one offering of lots In the 
subdivision has been made or will be made, 
state the number of lots to be offered tn the 
entire subdivision. See Instruction D.2 of 
this part. 

5. State the number of acres Included In 
this offering. 

6. If more than one offering of lota In the 
subdivision has been made or will be made, 
state the number of acres owned, the num¬ 
ber of acres under option or other similar 
arrangement for acquisition of title to the 
land and the total number of acres to be 
offered pursuant to the same common pro¬ 
motional plan. 

C. Filings with State authorities 

1. If a statement of record or similar in¬ 
strument for the subdivision has been filed 
in any State or States, list the 8taU or 
States. 

2 If any of the States listed In answer to 
fig. 1 above has not permuted the filing to 
become effective or has suspended the filing, 
give reasons cited by the State and also the 
developer's reasons. If different from those 
cited by the State. 

D. Supporting documentation. 

1 If you are requesting an Exemption Ad¬ 
visory Opinion pursuant to section 1710.16 
of these rules and regulations, your request 
should be ontltled "Request for Exemption" 
and include a statement of applicable facts 
and law. The statement shall Include all 
information necessary for the consideration 
of the merits of the proposed offering in re- 
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latlon to the Interstate Land Sales Full Dis¬ 
closure Act. Except for requests for exemp¬ 
tion made prior to April 28. 1069. relating 
to sales programs that are In progross, the 
offering must be prospective: and the Infor¬ 
mation submitted must affirmatively disclose 
that both the offering and the operationa 
contemplated thereunder will not be In¬ 
consistent with the provisions of the Inter¬ 
state Land Sales Full Disclosure Act. 

2. If the present offering Is a subdivision 
which is or will be offered with one or more 
additional subdivisions having recreational 
and/or other common facilities, submit the 
genera] or total plan. Include a map showing 
the total land owned or under option or 
other similar arrangement for acquisition of 
title to the land; and delineate thereon the 
land Included In this offering. 

Past II. Developers and Holders of 
Ownership Interests in Land 

A List the name and address and the type 
and extent of Interest of each holder of any 
ownership Interest In the land included In 
this offering (Individual lot owners or 
lessees who have purchased or leased lots 
from the developer need not be listed.) If 
the holder is other than an Individual, name 
the type of legal entity and list the Interest 
and the extent thereof, of each principal. For 
the purposes hereof, "principal" shall mean 
any person or entity having a 10 percent or 
more financial Interest. 

B. If the developer does not own an In¬ 
terest In the land, list name and address of 
each individual or entity having an owner¬ 
ship Interest in the developer. If the de¬ 
veloper Is other than an Individual, name the 
type of legal entity and list the Interest, and 
the extent thereof, of each principal. For 
live purposes hereof, principal shall mean any 
person or entity having a 10 percent or more 
financial Interest. 

C. If the developer Is a corporation, sub¬ 
mit a copy of the Articles of Incorporation, 
with all amendments thereto: and a list of 
the officers and directors of the corporation. 

If the developer Is a trust, submit copies of 
the Instruments creating the trust. 

If the developer Is a partnership, unincor¬ 
porated association. Joint stock ootnpany, or 
any other form of organization, submit ooples 
of articles of partnership or association and 
all other documents relating to Its organi¬ 
sation. 

If the holder of any ownership interest In 
the Innd being offered is a person or entity 
other than the developer, submit copies of the 
above documents for such holder. (For pur¬ 
poses of this Subpart C. It Lb not necessary to 
include the sales agent if the sales agent la a 
legal entity other than a holder of an owner¬ 
ship Interest In the land.) 

Part HI. Idvntxtt of Interest in More Than 
On* Piijno 

A. Are any of the holders of an ownership 
Interest In the land or the developer, or any 
principals In the holder or developer, directly 
or indirectly involved In any other subdivi¬ 
sion or development which has been filed 
with the Office of Interstate Land Sales Regis¬ 
tration? If so, identify by subdivision name, 
location. OILSR number or numbers, and 
date of filing. If not applicable, state "None." 

B. Has a suspension order been issued 
wltb respect to any statement of record Iden¬ 
tified In Subpart A? If so. give reasons. (Do 
not Include the suspension of a statement of 
record prior to Its effective date or the sus¬ 
pension of an amendment prior to Us effec¬ 
tive date.) 

Part IV. Legal Description, Topography, 
Climate. Subdivision Map 

A. Legal description. Include an adequate 
legal description acceptable In the political 
subdivision for oonveyondng of the land 


Included In this offering: and If additional 
offerings have been made or will be made 
pursuant to a common promotional plan, 
include a legal description of the total area 
offered or to be offered pursuant to the com¬ 
mon promotional plan. 

B. Topography and physical characteristics 

1. Describe tho general topography and 
physical characteristics of the subdivision; 
for example, level, hilly, rocky, etc.; soil con¬ 
ditions, for example, loose sand, alkaline, etc 

2. State whether any of the lot* or portion 
thereof. In the offering, are covered by water 
at any time of the year. 

3. Is the property subject to a flood control 
easement? 

4. What percentage of the land in the sub¬ 
division will require corrective work, other 
than fill, before construction of a one-story 
residential structure? If any, describe type of 
work and plans for correction; and state the 
estimated cost to buyer or lessee. 

5. Will any unusual construction tech¬ 
niques be necessary to build on any part of 
land? If so. deecribo. 

6 . What percentage of the land will require 
fill before construction? If any. describe plan* 
for fill. Including composition, and estimated 
cost to lot buyer or lessee. 

7. State elevation of the highest and lowest 
lots In the subdivision. 

C. Climate and temperature. 

1. Describe general weather conditions of 
the area and state whether the area la subject 
to sandstorms, windstorms, or any other 
unusual weather phenomena. 

2. State temperature ranges for summer 
and winter. Including high, low and mean 

D. Environmental factors. 

1. Is the land subject to any unpleasant 
odors, noises, pollutants or other nuisances? 
If so, describe. 

2. Do you know of any proposed plans, pri¬ 
vate or governmental, for construction of any 
facility which may create a nuisance or ad¬ 
versely affect the use of the land? 

E. Subdivision map. 

1 . State whether a subdivision map hs-i 
been filed with and accepted for recording by 
local authorities. If bo. give recording data 

2. Has each lot In the subdivision been 
surveyed? 

3. Has each Individual lot been staked or 
marked so that the buyer can Identify the 
boundary lino* of bis lot? If not. state esti¬ 
mated cost to purchaser or leasee to obtain 
a survey and to have boundary lines staked 
or marked. 

4. Will all streets shown on the tract map 
if any. be publlo streets? 

5. Has legal access been provided to each 
of the Individual lots within the subdivision? 

6 . State minimum width of legal access 
to the lots. 

F. Supporting documentation. 

1. Copy of an accurate map prepared to 
scale showing ths dimensions of the lota 
and their relation to existing streets and 
roads. (To comply with this requirement, 
supply a map or maps which havo been sub¬ 
mitted to local authorities. If available.) If 
the land has not been divided. Include a map 
showing the propoeod division, lot dimension 
and their relationship to existing streets and 
roads. 

2. Copy of the current Geological Survey 
Topographic Map or Maps of the largest scale 
available from the US. Geological Survey. 
Washington. D.C., with an outline of the 
subdivision area clearly Indicated thereon 

Past V. Condition of Title, Encumbrance* 
Deed Rrsttrictions and Covenants 

A. State condition of the title to the land 
comprising the subdivision, Including all en¬ 
cumbrances. eaeomente, covenants, condi¬ 
tions, reservations, limitations or restrictions 
applicable thereto. This requirement may be 
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met only by submission of title evidence In 
the form of (1) &n original or copy at a fee 
or owners policy of title insurance, a guaran¬ 
ty of guarantee of title, or a certificate of 
title, or an Interim title binder or commit¬ 
ment for title insurance, or similar instru¬ 
ment Issued by a title company, duly author¬ 
ized by law to issue such Instruments In the 
State in which the subdivision la located: or 
(2) a legal opinion, stating the condition of 
title, prepared and signed by an attorney at 
law experienced in the examination of titles 
and a member of the Bar In the State in 
which the property U located. 

The title evidence shall be dated as of a 
date no earlier than 20 business days preced¬ 
ing the date of this filing and shall Include: 

It A legal description of all of the property 
included in this offering together with a legal 
description of the property upon which there 
is or will be located any common areas or 
facilities which will be advertised as being 
available for the benefit or use of purchasers 
of lota. (Where the legal description does not 
specifically describe as Individual parcels 
each of the lota Included in this offering, 
an affirmative statement, to the effect that 
each of the lots included In the offering is 
encompassed by the dcecriptlon. Is required.) 

2. The name of the person(s) or other logoi 
entity(ies) holding fee title to the property 
described. 

3. The name of any person (a) or other 
legal entity (lee) holding a leasehold estate 
or other Interest of record in the property 
described. 

4. A listing of any and ail exceptions or 
objections to tho title, estate or Interest of 
the person (s) or legal entity (feel, referred 
to in (2) or (9) above, including any encum¬ 
brances, easements, covenants, conditions, 
reservations, limitations, restrictions of rec¬ 
ord. (Any reference to exceptions or ob¬ 
jections to title shall include specific ref¬ 
erences to the Instruments in the public 
records upon which the exception U based.) 
When an objection or exception to title 
affects less than all of the property Included 
in thU offering, the title evidence should 
specifically note which lots are nffected. 

6. Copies of all Instruments in the public 
records specifically referred to In (4) above. 
(Abstracts of such instruments are accept¬ 
able if prepared by an attorney or profes¬ 
sional or official abstracter qualified and au¬ 
thorized by law to prepare and certify to 
abstracts and If the abstracts contain the 
material portion of the recorded Instru¬ 
ments to determine the nature and effect of 
such Instruments.) 

Where the title evidence U dated earlier 
than 20 days prior to the date of filing, the 
requirement for a statement of the condi¬ 
tion of title may be met by submitting that 
evidence together with an attorney's opinion 
of title covering the period from the date 
of the title evidence to a date no earlier 
than 20 business days preceding the date of— 
the filing. The attorney's opinion shall be 
prepared and signed by an attorney at law 
experienced In the examination of titles and 
a member of the Bor In the State In which 
the property Is located. 

B. Describe and furnish copies of any in¬ 
strument, not of public record, known to 
the developer, which if recorded, would af¬ 
fect the condition of title. (Copies of in¬ 
struments to individual lot owners or leasees 
who have purchased or leased lots from the 
developer need not be described or fur¬ 
nished.) 

C. State the consequences for an indi¬ 
vidual purchaser of a failure, by the per¬ 
son or persons bound, to fulfill obliga¬ 
tions under any instrument or Instruments, 
referred to under A or B, above, which create 
a blanket encumbrance upon the property, or 
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any portion thereof, described under A, 
above, 

D. Describe and furnish copy (lee) of any 
trust deed is), deed (a) in trust, escrow 
agreement (s) or other instrument(•) which 
purport to protect the purchaser in the 
event of default by the person or persons 
bound to fulfill obligations under any in¬ 
strument or Instruments, referred to under 
A or B. above, which create a blanket en¬ 
cumbrance upon the property or any por¬ 
tion thereof, described under A, above. 

Past VI. Genera:. Tex ms and Con d mows or 

Orrmu . Proposed Range or Seluno Prices 

or Rents 

A. Summarize the terms and conditions of 
the offer and of the contract of sale or lease. 
The summary must Include, but shall not be 
limited to: 

1. A statement of the terms of releaso of 
lots from the blanket encumbrance, If the 
subdivision, or any portion thereof, Is subject 
to a blanket encumbrance. If there Is no 
provision for release, describe any legal steps 
taken to protect the purchaser or lessee in 
the event the obligor on the blanket en¬ 
cumbrance defaults 

2. A statement of the disposition which 
will be made of earnest money or good faith 
deposits and downpayments or other pay¬ 
ments received from buyers or lessees In¬ 
cluding any steps taken to protect the buyer 
or lessee In the event the seller or lessor does 
not perform his obligations under the 
contract. 

3. A statement of the disposition which 
will be made of earnest money or good faith 
deposits and downpayments and other pay¬ 
ments received from buyers or leasees who 
default under the terms of the contract. 

B. State the range of selling prices or rents 
for lots In the subdivision. 

C. Supporting documentation. 

1 . A copy of all forms of contracts or agree¬ 
ments to be uaed In selling or leasing lots. 
(The contracts or agreements must contain 
language (a) giving the purchaser the option 
to void the contract or agreement if he does 
not receive a property report prepared pur¬ 
suant to the rules and regulations of the 
U.8. Department of Housing and Urban De¬ 
velopment, in advance of. or at the time of, 
his signing the contract or agreement; and 
(b) giving the purchaser the right to revoke 
the contract or agreement within 46 hours 
after signing the contract or agreement if he 
did not receive the property report at least 
46 hours before signing the contract or agree¬ 
ment. (The contract or agreement may 
stipulate that the revocation authority shall 
not apply In the cose of a purchaser who 
(i) has received the property report and 
Inspected the lot to be purchased or leased 
In advance of signing the contract or agree¬ 
ment, and (11) acknowledges by his signature 
that he has made such inspection and has 
read and understood such report. |) 

2. A copy of the agreement. If not Included 
in the sales contract, in which seller agrees 
with buyer to release lots from any blanket 
encumbrance. 

3. Copies of deeds and leases by which the 
developer will lease or oonvey title to the 
lots to purchasers or lessees. 

Poet VIT. Access. Nearby Communities. Road 
8totem Within the Subdivision 

A. Access—nearby communities, 

1. Describe present condition of access 
routes to the subdivision. Including type and 
width of road surface and number of lanes. 

2. Are any Improvements proposed to ac¬ 
cess routes? If so. state who wlU bear the 
cost of the Improvements and the estimated 
completion date. If tbs improvements are to 
be made by a local governmental authority. 


state the name of tho authority, and the 
source of funds to complete the Improve¬ 
ments. If lot owners will be subject to a 
special assessment or similar charge for such 
Improvements which shall be a lien on the 
lots In the subdivision, so state. 

3. List nearest large cities and the county 
seat, and the population of each. List the 
total distance to the center of the subdivision 
from each and the portion of that distance 
which Is paved and unpaved. If tho geo¬ 
graphical center of the subdivision Is located 
more than 50 miles from a large city or the 
county seat, list also the nearest established 
community or communities. 

B Road system within the subdivision. 

L Describe the present condition of the 
road system within the subdivision, includ¬ 
ing the type and width of road surface, num¬ 
ber of lanes and approximate dedicated width 
of roads. Bute whether all of the lots in 
the subdivision can be reached by conven¬ 
tional automobile. 

2. State any proposed improvements to the 
road system within the subdivision, the per¬ 
centage completed, and the estimated sched¬ 
ule for completion State who will bear the 
cost of the improvements; and If any of tho 
cost la to be borne by the purchaser, state 
the estimated cost to the purchaser. 

3. State whether the roads within the sub¬ 
division have been dedicated to and accepted 
by a public authority responsible for main¬ 
tenance. If not dedicated and accepted, state 
who will be responsible for maintenance. If 
the lot owner will be responsible for main¬ 
tenance state the estimated cost to the 
purchaser. 

C. Supporting documentation. 

1. If the developer Is to complete access 
routes, submit copies of contracts and copy 
of any bonds or escrow agreements to guar¬ 
antee completion thereof. If the accecs routes 
ore to be completed by the local government, 
a copy of a letter from the local authorities 
setting forth the plan for the completion of 
access routes and maintenance thereof 

2. Copies of oontracts for the completion 
of the road system within the subdivision 
and copy of the bond or escrow agreements 
to assure completion thereof. 

3. Copy of letter from local authority set¬ 
ting forth the plan for maintenance of the 
road system with the subdivision. 

Part VOT. Onuraa 

A. Water. 

1. State the availability of the water sup¬ 
ply and whether the aupply will bo adequate 
to serve the anticipated population of the 
area. 

2. Is the water supplied or to be supplied 
by a public or private utility company? If so. 
state the name and address and whether the 
company is regulated by a public body. If 
not. Is there any other means of assurance of 
continuous aervloe at reasonable rates? 

3. Bute whether tho water lines will be 
tended to the Individual lots. If they are 

be extended, state the estimated schedule 
for the extension and the assurance of 
completion. 

4. State estimated coot of Installation or 
construction to be borne by the purchaser, 
If any. 

». Is the water supply to be obtained from 
private well? If so. Indicate (1) probable 
depth and (2) results of test borings or other 
data establishing that a sufficient quantity 
of potable water is available to each buyer 
or lessee and (6) estimated total completion 
cost to buyer or leasee. 

6. If water Is provided by a supplier not 
regulated by a public body, state the rate 
schedule. 

7. If privately supplied water or individ¬ 
ual wells are to be the source of water for 
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human use. has the cognl/jvnt State or county 
health authority Issued a report on the 
quality of the water? 

8. Supporting documentation. 

a. Copy of a letter from water oompany 
■tating that it will supply the water. 

b. Copy of the contract for construction. 
If any. and the bond or escrow agreement 
to assure completion of the facility. If any. 

c. If available, copy of engineer*# report or 
geological report or any other data Indicat¬ 
ing the aource and quantity of water. 

d. Copy of letter or report from cognisant 
health officer on quality and purity of water. 

B. Electricity. 

L State whether electricity la available 
and. if to, the name and address of the sup¬ 
plier from which it may be obtained. 

2. Ia the supplier a public or private u ta¬ 
lly company? State whether the supplier is 
regulated by a public body. If not, is there 
any other means of assurance of continuous 
service at reasonable rates? 

3. Have the electrical facilities been ex¬ 
tended to the Individual lots? 

4. If the electrical facilities have not been 
extended to the Individual lots, what Is the 
estimated schedule for Installation and what 
estimated costs. If any. will be borne by the 
purchaser? 

5. State the assurance of completion If 
the electrical facilities are to be installed by 
the developer. 

8. Supporting documentation. 

a. Copy of a letter from the electric com¬ 
pany stating that it will supply the 
electricity. 

b. If electricity is provided by a supplier 
not regulated by a public body state the 
rate schedule. 

c. Copy of the contract for construction of 
electrical facilities, if any. and any bond or 
escrow arrangements to assure completion 
of the facilities. 

C. Oae. 

1. State the availability of gas Including 
the name and address of the supplier. 

2. Is the supplier a public or private utility 
oompany? State whether the supplier is regu¬ 
lated by a public body. If not. is there any 
other means of assurance of continuous serv¬ 
ice at reasonable rates? 

9. Have gas lines been extended to the 
individual lots? 

4. If the gas facilities have not been ex¬ 
tended to the Individual lots, what Is the 
estimated schedule for installation and what 
estimated cost will be borne by the 
purchaser? 

5. State the assurance of completion if the 
gas facilities are to be Installed by the 
developer. 

6. Supporting documentation. 

a. Letter from the gas supplier stating that 
It will provide the service. 

b. If gas Is provided by a supplier not regu¬ 
lated by a public body, state rate schedule 
for the service. 

c. Copy of the contract for construction of 
the gas facilities, if any. and any bond or 
escrow arrangements to assure completion of 
the facilities. 

D. Telephone. 

1 state the availability of telephone serv¬ 
ice Including the name and address of the 
supplier. 

2. Is the supplier a public or private utility 
company? State whether the supplier la 
regulated by a public body. If not. is there 
any other means of assurance of continuous 
eervioe at reasonable rates? 

3. Hats the telephone faculties been ex¬ 
tended to the Individual lots? 

4. If the telephone facilities have not been 
extended to the individual lots, what Is the 
estimated schedule for installation and what 
cost will be borne by the purchaser? 


5. State tho assurance of completion of the 
telephone facilities if those faculties are to 
be installed by the developer. 

8. Supporting documentation. 

a. Copy of a letter from the telephone oom¬ 
pany stating that the oompany wlU supply 
tits service. 

b. If telephone service Is provided by a 
supplier not regulated by a public body, state 
the rate schedule. 

c. Copy of the contract for the construction 
of the telephone services. If any, and any 
bond or escrow arrangements to assure com¬ 
pletion of the faculties. 

E. Sewage disposal. 

X. State whether sewers are available and. 
If so. the name and address of the entity re¬ 
sponsible for installsUon and maintenance. 

2. Is the entity a public or private utility 
company? 8tale whether entity Is regulated 
by a public body. If not, is there any other 
means of assurance of continuous service At 
reasonable rates? 

8. Have the sewage facilities been extended 
to the individual lots? 

4 If the sewage facilities have not been 
extended to the individual lota, what Is the 
estimated schodule for their Installation and 
what estimated coats will be borne by the 
purchaser, including construction. Installa¬ 
tion and connection costs? 

5. State the assurance of completion U the 
sewage facilities are to be installed by the 
developer. 

O. If public sewers are not now installed 
and are not to be installed, state the alternate 
sewage disposal method to be used, such as 
septic tanks or cesspools. 

7. If a public sewer 1* not or will not be 
Installed, state the estimated cost of In¬ 
stalling the alternate method of sewage 
disposal. 

8. WlU the local health authorities approve 
the use of an alternate method of sewage 
disposal? Has such approval been obtained? 

9. If use of septic tanks Is contemplated, 
state whether the land Is suitable for the use 
of septic tanks; Include In your statement the 
mult* of any percolation tests. 

10. Supporting documentation. 

a. Copy of the contract for construction of 
the sewage disposal facilities. If any. and any 
bond or escrow arrangements to assure the 
completion of the facilities. 

b. Copy of a letter from local health au¬ 
thorities stating the methods of sewage dis¬ 
posal which wlU or wUl not be permitted. 

P. Drainage and flood oontrol. 

1. State whether there has been or will be 
any drainage required to render any of the 
lots suitable for construction purposes. If so. 
list the lots, and state estimated cost to 
purchaser. 

X Have artificial drains, storm sewers, or 
flood control channels been Installed? 

3. If these facilities have not been in¬ 
stalled. what Is the estimated schedule for 
completion. If any. and what estimated costs 
or other assessments will the purchaser be 
expected to pay? 

4. If the developer Is to Install these facu¬ 
lties state the assurance of completion. 

5. Supporting documentation. 

a. Copy of the contract for the construc¬ 
tion of the artificial drains, storm sewers, or 
flood control channels, tf any. and any bonds 
or escrow agreements to assure completion 
of the faclUuea. 

b. If drainage Is provided or to be provided 
by s public or private oompany. submit a let¬ 
ter from the company stating that St wUl 
provide the service. 

O. Television. 

I. Is television reception available to the 
lots within the subdivision without reception 
cost? 

X If not. state estimated cost to user. 


paxr DC. RxcatATiONAL AND Common 
Factxjties 

List any common or recreational faculties 
which have been or are to be installed for the 
beneficial use and enjoyment of tho owners 
of iota in the subdivision which have not 
been discussed in the previous parts of the 
statement of record. Identify each facility 
and answer the following questions for each: 

A. (Name of facility.) 

1. If the facility has not been Installed, 
what is the percentage of completion, the 
estimated schedule for completion and what 
estimated costs will the purchaser have to 
pay? 

2. What provisions have been made for the 
maintenance and operation of the facility 
and what Is the estimate of the assessment* 
or other recurring charges to be paid by the 
purchaser? 

3 . Include a statement of the assurance of 
completion of the facility If the developer 
is responsible for construction. 

4. Supporting documentation. Copy of the 
contract for construction of the facilities. If 
any. and any bond or escrow arrangements 
to assure completion of the facilities 

B. (Name of facility.) 

Past X. Municipal Sravicxs 

A. Firs protection. 

1. State the availability of fire protection 
and list the name and address of the par¬ 
ticular force exercising Jurisdiction over the 
subdivision. 

2. State whether the servloe is provided by 
the municipality or by a volunteer organisa¬ 
tion. 

3. State the distance in terms of road miles 
from the geographical center of the sub¬ 
division to the nearest Are station or sub¬ 
station. 

B. Police protection. 

State the availability of police protection 
and list the name and address of the par¬ 
ticular force exercising Jurisdiction over the 
subdivision. 

C. Garbage and trash collection. 

1. State the availability of garbage and 
trash collection service and the name and 
address of the company which presently 
furnishes the service. If garbage and tra*h 
collection service Is not presently available, 
state whether such service Is proposed; and 
if it is, give the date on which it will become 
effective. 

2. State whether the cost of the service is 
to be paid directly by the lot owner or 
whether the service Is to be provided by a 
municipal agency. 

3 . If the cost of the service U to be paid 
directly by the lot owners, state the estimated 
monthly coat per lot. 

D. Public schools. 

1. Elementary school. 

a State name and address of the nearest 
elementary school available to residents of 
the subdivision. 

b. State tho distance to the school In term? 
of road miles from the geographical center 
of the subdivision. 

c. State whether school bus transportation 
will be provided, 

d. State whether public transportation is 
available to the school. 

2. Junior high school. 

a. State name and address of the nearest 
Junior high school available to residents of 
the subdivision. 

b. State the distance to the school in 
terms of rood miles from the geographical 
center of the subdivision. 

c. State whether school bus transportation 
will be provided. 

d. Slate whether public transportation is 
available to the school. 

3. High school. 


FEDERAL REGISTER, VOL 36. NO. 246—WEDNESDAY. DECEMBER 22, 1971 







a. Stale name and address of the nearest 
high school available to residents of the 
subdivision. 

b. State the distance to the school In 
terms of road miles from the geographical 
center of the subdivision. 

c. State whether school bus transportation 
will be provided, 

d. State whether public transportation Is 
available to the school. 

E. Medical and dental facilities. 

1. Hospital facilities. 

a. State the availability of hospital facllt- 
ties and the name and address of the par¬ 
ticular hospitals available to residents of tbs 
subdivision. 

b. State whether the hospital Is publicly 
or privately owned and whether the services 
are general or specialised 

c. State the bed capacity of the hospital. 

d. State the distance in terms of road 
miles from the geographical center of the 
subdivision to the nearest general hospital. 

e. State the availability of ambulance serv¬ 
ice and specify whether this service is fur¬ 
nished by the hospital (si or by « volunteer 
organisation. 

2. Physicians and dm mats. 

a. State the distance In terms of road miles 
from the geographical center of the subdi¬ 
vision to physicians' and dentists' office*. 

b. State whether or not public transpor¬ 
tation is available from the subdivision to 
the general physician*' and densiits' offices. 

F. Public transportation 

1. State whether public transportation Is 
available from the subdivision to nmrby 
municipalities Including the frequency, type 
and estimated cost of service. 

2 . tf no such transportation is available, 
state whether it will be available and give 
estimated date of availability. 

3. Include in yuur statement the proposed 
frequency of service and estimated cost. 

4. If public transportation is not presently 
available from the subdivision, state the 
distance In road ml If* to nearest public 
transportation. 

PsaT XI. Tasks and Assessments—Common 
FscixTrxKo 

A. U the buyer or leasee to pay taxes, spe¬ 
cial assessments, or to make payments of any 
kind for the maintenance of common facili¬ 
ties in the subdivision before taking title nr 
signing the lease? If so. state the amount and 
to whom they must be paid 

B Is the buyer or lessee to pay taxes, spe¬ 
cial assessments, or to make payments of any 
kind for the maintenance of common facul¬ 
ties In the subdivision after taking title? If 
so. state the amount and to whom they must 
be paid. 

Paht XII, Occupancy Status 

A. State the approximate number of dwell¬ 
ings in the subdivision at the time of Ullng. 

B. Slate the number of dwelUnge which 
are proposed and the estimated completion 
date of those dwellings. 

C. Suite the approximate number of dwell¬ 
ings presently occupied, if any. 

Paet XIII. Shopping Facilities 

A. State what shopping facilities are avail- 
able to the subdivision. Include available 
types of stores and consumer services and 
the distance in terms of road miles from the 
geographical center of the subdivision to the 
facilities. 

B. State whether public transportation Is 
available to the facility, the frequency of the 
service and the estimated coat. 

Past XIV. Financial Statement 

A. Submit a copy of the lateet financial 
statement of the developer. Suoh financial 
statement shall not be more than 12 month* 

old. 
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B. Slate the means by which the developer 
will finance the obligations undertaken or 
proposed and os set forth In this statement 
of record. A statement of past performance 
in completing obligations undertaken by the 
developer may be included. 

Pa«T XV. AmiMATION 

g 1710. HO Property report and learn* 
addendum. 

The property report and If applicable, 
the lease addendum to be filed with the 
Office of Interstate Land Sales Registra¬ 
tion. Department of Housing and Urban 
Development, as a part of the statement 
of record, and os provided In 5 1710.20 
shall be prepared in accordance with the 
instructions and format as follows: 

Instructions roa CommNo Property 
nirrosT and Lbajoi Addendum 

These instructions must be followed In 
oompJcting the property report and leaso 
addendum. All spaces must he completed. 
This format may not be changed In any re- 
apoct. except aa follow* r 

a All references to leases, lessees and rtnu 
should bo deleted If no loosing is proposed 
and the offering is exclusively for sale*. In 
this event, the lease addendum may be 
disregarded. 

b. Spaces provided In the format may be 
enlarged or extended for the purpose of pro¬ 
viding a nummary explanation of the subject 
under discussion but may not be used to 
Insert promotional or advertising matter de¬ 
signed to counteract facts advene to the 
Interests of the buyer or lessee. 

c. If this filing la mado pursuant to the 
provisions of Section 1710.40 of these regula¬ 
tions. then the following paragraph shall be 
added aa a new paragraph Immediately after 
the fourth paragraph of the notice and 
disclaimer: 

"Although a statement of record has been 
filed with the Office of Interstate Land Sales 
Reglntmtion, U.8. Deportment of Housing 
and Urban Development, the filing bos not 
been examined or verified." 

d. Questions on the property report must 
be answered In concise, plain language but 
should disclose all pertinent facts. 

e. The property report shall contain infor¬ 
mation In addition to that elicited by the 
questions appearing therein If at any time 
It appears to the Secretary vnat the Inclusion 
of additional information is necessary* or ap¬ 
propriate In the public Interest, and the 
Secretary so advises the developer. 

The instructions below correspond to the 
numbered paragraph in the property report: 

Paragraph 3. List the nearest large city or 
county seat and the population of each. List 
the total distance to the oonter of the sub¬ 
division from each and the portion of that 
distance which is paved and unpaved. If the 
subdivision Is located more than 30 miles 
from either, list also the nearest established 
community or communities. 

Paragraph 4. If the buyer or lessee is ex¬ 
posed to the risk of losing his Investment In 
the event of the developer's failure or bank¬ 
ruptcy. this fact must be made unmistak¬ 
ably clear In this paragraph. Explanations 
should include any measures designed to pro¬ 
tect the buyer's interests, and they must dis¬ 
close any circumstances under which the 
buyer would lose his investment either be- 
CAtiste of his own default or the developer's 
inability to perform under the sales contract. 
If there Is any prohibition or penalty against 
the buyer recording the sales contract or 
lease, so state. A statement can be Included 
by the developer describing his past per¬ 
formance in conveying free and clear titles 
to buyers upon their payment of the full 
purchase price. 


Paragraph 5. Whether the offering Includes 
only carh salts, or Installment contracts and 
leases, explain fully bow the buyer or iesoee 
Is to be protected against loss of his invest¬ 
ment. If a blanket mortgage or other Hen U 
foreclosed against the developer, will the 
holder of such mortgage or other lien be ob¬ 
ligated to perform the agreement with the 
purchaser, or lessee7 If not, ore the buyer's 
or lessee's payment* and investments in Im¬ 
proving the property protected through an 
escrow or by other means? The buyer or 
lttaee must be told of the possible conse¬ 
quences In the explanation of the answer to 
this question. 

Paragraph 7. Buyers and lessees must be 
told when their obligation to pay taxes, spe¬ 
cial assessments and similar charges begins. 
They should also be made aware of the ap¬ 
proximate amount of buyer’s or lessee’s an¬ 
nual payments, but the Items for indicating 
the amount of taxes and special assessments 
may be answered by the statement "Consult 
local taxing authorities." 

Paragraph 8(b). Include all limitations 
upon the buyer's use or enjoyment of the 
property. Including mineral rights reserva¬ 
tions. 

Paragraph 10. Describe arrangements made 
(contract* supported by completion bonds 
or escrows, for example j designed to assure 
completion of tho Improvements. If no 
arrangements have been made, state "Hone." 
If It later becomes evident that an Improve¬ 
ment will not be completed on or before the 
specified date, amendments of the statement 
of record and property report are required. 
If no sewage disposal arrangement* are con¬ 
templated. state tf land Is suitable for the use 
of septic tanks, describing the results of any 
percolation tests. State estimated cost to 
buyer for septic tank. If water Is to be pro¬ 
vided by private well, Indicate (1) estimated 
completion cost and (2) any other data 
establishing that a sufficient quantity of 
potable water U available to each buyer or 
lessee. If water is to be provided by a private 
utility, describe assurances for continuous 
service at rnaaonabl* rates. 

Paragraph 14. The number of homes 
occupied can be amended to reflect periodic 
Increases subsequent to the Initial filing 
date. 

Paragraph 15. Include statement as to na¬ 
ture of terrain (flat, rolling, hilly, moun¬ 
tainous. etc), type of soil (sandy, swampy, 
rocky, etc.) and vegetation (cactus, trees, 
gross, etc.). 

Property Report 

NOTICE AND Dli«CLAIMER ST OJT1CI OP INTER¬ 
STATE LAND RAUCH REGISTRATION. XSJL DEPART¬ 
MENT OP HOTTBXNQ AND URBAN DEVELOPMENT 

This report Is not a recommendation or 
endorsement of the offering herein by the 
Office of Interstate Land Sale* Registration, 
nor has that office made on Inspection of the 
property nor passed upon the accuracy or 
adequacy of this report or any promotional 
or advertising material* used by the seller. 

It Is in the Interest of the buyer or lessee 
to inspect the property and carefully read all 
sale or lease documents. 

Prospective buyers and lessees are notified 
that unless they have received this property 
report prior to. or at the tamo time they 
enter Into a contract, they may void the 
contract by notice to the seller. 

Unless a buyer or lessee acknowledges In 
writing that he has read the report and 
personally Inspected the lot prior to signing 
his contract, ho may revoke hu contract 
within 48 hours from the signing of his 
contract, if he has received the property 
report less than 48 hours prior to signing 
such contract. 

1. Name(a) of developer_ 

Address__ __ 
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2. Nam© of subdivision- 

location_County. Btete 

of_ 

3. List name© and populations of surround¬ 
ing communities and list distance* over 
paved and unpayed roads to the subdivision. 


Distance 

Name of Population over Unpaved Total 
community paved roads 

roads 


a 

b. 


e. 

d. 


a 


4. If periodic payments are to be made by 
a buyer (as in the case of Installment sales 
contracts) complete all items under this 
paragraph 4. If not. enter “Not Applicable." 

a Will the sales contract be recordable? 
Tee or No? 

b. In the absence of recording, oould the 
developer's creditors or Others acquire title 
to the property free of any obligation to de¬ 
liver a deed to the buyer when final pay¬ 
ment has been made under the sales con¬ 
tract? Yes or No? II yes. explain. 

c. What provision. If any. has been made 
for refunds if buyer defaults? 

d. State prepayment penalties or privileges, 
if any. 

5. Is there a blanket mortgage or other 
lien on the subdivision or portion thereof 
in which the subject property is located? Tea 
or No? If yea. list below and describe arrange¬ 
ment*. IX any. for protecting interests of the 
buyer or lessee If the developer defaults in 
payment of the Uen obligation. If there is 
such a blanket lien, describe arrangements 
for release to a buyer of individual lota when 
the full purchase price Is paid. 

(Effect on buyers If 
(Type of lien) developer defaults) 


0. Does the offering contemplate leasee of 
the property in addition to. or as distin¬ 
guished from, sales? Yes or No? If yee. a lease 
addendum must bo completed, attached, and 
made a part of the property report. 

7. Is buyer or lessee to pay taxes, special 
assessments, or to make payments of any 
kind for the maintenance of common ra¬ 
dii tie* in the subdivision (a) before taking 
title or signing of lease or (b) after taking 
title or signing of lease? If either answer is 
yes. complete the schedule below: 

Approximate amount 
of buyer's or lessee's 
annual payments 

Taxes -—-.- 

Special assessments__ 

Payments to property owner's 

association _ 

Other___ 

8 . (a) Will buyer's downpayment and in¬ 
stallment payments be placed in escrow or 
otherwise set aside? Yes or No? If yes. with 
whom? If not. will title be held In trust or In 
escrow? 

(b) Except for those property reservations 
which land developers commonly convey or 
dedicate to local bodies or public utilities for 
the purpose of bringing pubUc services to the 
land being developed. wtU buyer receive a 
deed free of exceptions? Yes or No? II no. list 
all restrictions, easements, covenants, reserva¬ 
tions and their effect upon buyer. 

(c) Buyer should determine permissible 
uses of the property from local zoning 
authorities 

0. (a) List all recreational facilities cur¬ 
rently available (©.g.. television, sports, 
beaches, etc.) State any costs or assessments 
to buyer or lessee. 


(b) If facilities are proposed or partly 
completed, state promised completion date, 
provisions to Insure completion, and all es¬ 
timated ooet or assessments to buyer or 

10. Bute whether the following are now 
available in the subdivision: Garbage and 
trash collection, sewage disposal, paved 
streets, electricity, gas. water, telephone. If 
yee. state any estimated costs to buyer or 
leasee. If proposed or partly completed, state 
promised completion date, provisions to in¬ 
sure completion and give estimate of all ooets 
including maintenance costs to buyer or 
lessee. 

U. WUl the water supply be adequate to 
serve the anticipated population of the area? 

12. Is any drainage of surface water, or 
use of fill necessary to make lots suitable 
for construction of a one story residential 
structure? Yea or No? If yes. state whether 
any provision has been made for drainage or 
fill and give estimate of any costs buyer 
would Incur. 

13. State whether any of the following are 
currently available In the subdivision: 
Schools; medical facilities (hospitals, doc¬ 
tors. dentists): shopping facilities. List avail¬ 
ability of public transportation to. and dis¬ 
tance of facility from geographical center 
of subdivision. 

If facility Is proposed or partly completed, 
state promised completion date and any pro¬ 
visions to Insure completion. 

14. Approximately how many homes were 

occupied as of __—-— (insert date of 

filing)? 

15. State elevation of the highest and low¬ 
est lots In the subdivision and briefly describe 
topography and physical characteristics of 
the property. 

16. Will any subsurface Improvement, or 
special foundation work be necessary to con¬ 
struct one story residential or commercial 
structures on the land? Yee or No? If yes. 
state if any provision has been made and 
estimate any coats buyer would Incur. 

17. Are all lot* and common facilities le¬ 
gally accessible by public road or street? Yee 
or No? If not. explain. 

18. Has land in the subdivision been 
platted of record? Ye* or No? If not, has it 
been surveyed? Yes or No? If not. state es¬ 
timated cost to buyer to obtain a survey. 

12. Are lots staked or marked so that buyer 
can locate his lot(s)? Yes or No? 

Lease Addendum 

1 State term of lease. 

2. WUl the lease bo recordable? Yes or No? 

1. Is there any prohibition or penalty 
against the leasee for recording the lease? 
Yes or No? If yes. explain 

4. Can the owner's or developer's creditors 
or others acquire title to the property free 
of any obligation to continue the lease? Yes 
or No? Explain. 

6. Describe whether rental payments are 
fiat sums or graduated. Describe any pro¬ 
visions for increase of rental payments dur¬ 
ing the term of the leese. 

8. Are there any provisions in lease pro¬ 
hibiting assignment and/or subletting? Yee 
or No? If yes. describe. 

7. Summarize termination provisions in the 
lease. 

8. Does the lease prohibit the lessee from 
mortgaging or otherwise encumbering the 
leasehold? Yee or No? 

6. Will l e s se e be permitted to remove Im¬ 
provement when lease expiree? 

§ 1710.115 State property report dis¬ 
claimer. 

If the developer is filing with the Office 
of Interstate Land Sales Registration, 
Department of Housing and Urban De¬ 
velopment. pursuant to i 1710.25, the fol¬ 
lowing statement must be delivered to 


each purchaser simultaneously with the 
delivery of the State property report: 


NOTICE AND DISCLAIMS* ST OJUCt OF INTER¬ 
STATE LAND S ALES REGISTRATION. DA DKTAST- 

MXNT OF MOUSING AND URBAN DEVELOPMENT 

This report Is not a recommendation or 
endorsement o I the offerings herein by the 
Office of Interstate Land Sales Registration, 
nor has that Office made an Inspection of 
the property nor passed upon the accuracy 
or adequacy of this report or of any pro¬ 
motional or advertising materials used by the 
seller. Information contained herein has been 

filed with the State of..and the 

Office of Interstate Land Sales Registration. 

It is In the Interest of the buyer to Inspect 
the lot and to read all contract document© 
before signing the oontract to purchase or 
lease. 

Prospective buyers and lessee* are notified 
that unless they have received this property 
report prior to. or at the same time they 
enter Into a contract, they may void the 
contract by notice to the seller. 

Unless a buyer or leasee acknowledge* In 
writing that he has read the report and per¬ 
sonally Inspected the lot prior to signing his 
contract, he may revoke his contract within 
48 hours from signing his contract if he has 
received the property report leas than 48 
hours prior to si going such contract. 

Although a statement of record has been 
filed with the Office of Interstate Land Sales 
Registration, the filing has not been examined 
or verified. 

§ 1710.120 Sutcmrnl of record—Stale 
filing. 

If the developer is filing pursuant to 
I 1710.25. there shall be filed with the 
Office of Interstate Land Sales Regiatra¬ 
tion, Department of Housing and Urban 
Development, a statement as follows: 

Section I. 8tate Filings—The following 
information shall preface the State statement 
of record or similar Instrument and shall be 
done in accordance with the general Instruc¬ 
tions set forth In I 1710.105 for Part I. Ad¬ 
ministrative Information, and Part m. 
Identity of Interest in More than one Filing, 
and shall be set forth in the following format 
Statements of record shall be filed in dupli¬ 
cate and at least one copy shall be signed. 

Employer's IRS number__ 

Developer: —- 

Owner:___ 


Statement or Record 


Name of subdivision: 
Location:__ 


SUte of filing:- 

Name of developer:.-- 

Developer** address:....- 

Authorized agent:- 

Authorized agent's address:.. 


administrative information 


A. Identification end filing Information: 


I. ~ 


2 . 

3 . 


B. General Information: 



4. 


6 . Acres owned-—- 

Acres under option or other si m i l ar 
arrangement___ 


C. Filings with State authorities: 
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iDcromr of xntziucst xh uou than ok* 

FILING 

Subdivision_ _ _ 

Location _____ 

OILSR number___„_ 

Date of filing.......____ 

Sxc. XT. A. Submit all of the Information, 
documentation, and certifications or affirma¬ 
tion* submitted to the State. 

B. If the State does not require the In¬ 
formation and documentation required in 
Part n. C. of 11710.103. submit such In¬ 
formation and documentation. 

C. The contract of sale or lease which 
will be executed by prospective purchasers 
or lessees must contain language (a) giving 
the purchaser the option to void the contract 
or agreement If he does not receive a property 
report prepared pursuant to the rules and 
regulations of the Office of Interstate Land 
Sales Registration, U.S. Department of Hous¬ 
ing and Urban Devolopment, In advance of, 
or at the time of. hi* signing the contract or 
agreement, and (b) giving the purchaser the 
right to revoke the contract or agreement 
within 48 hours after signing the contract or 
agreement If he did not receive the property 
report at least 48 hours before signing the 
contract or agreement. (The oontract or 
agreement may stipulate that the revocation 
authority shall not apply in the case of a 
purchaser who (1) has received the property 
report and Inspected the lot to be purchased 
or leased in advanco of signing the contract 
or agreement, and (2) acknowledges by his 
signature that he has made such inspection 
and has read and understood such report.) 

D. Consolidation—Incorporation by Refer¬ 
ence: If a filing is for an offering of lota 
to be aold pursuant to a common promo¬ 
tional plan and there has been an earlier 
filing with the OILSR for lota offered under 
the same promotional plan, the developer 
may Incorporate by reference the informa¬ 
tion included In the earlier filing by identi¬ 
fying tho earlier filing by OIL8R filing 
number and reference to the appropriate 
section*, parts or pages theroof. This may 
be done for tho purpose of meeting the 
requirements of the rules and regulations 
although the State law does not permit such 
consolidation. 

The material incorporated by reference 
must be an exact copy of all material filed 
with the State. 

Sec. XU. Affirmation. I hereby a ffirm that 
I am the developer of the lota herein de¬ 
scribed or will be the developer at the time 
iota are offered for sale or lease to the pub¬ 
lic, or that I am the agent authorised by 
•uch developer to complete this statement 
(If agent, submit written authorization to 
act os agent); 

That the statements contained in this 
statement of reoord and any supplement 
thereto, together with any documents sub¬ 
mitted herewith, are full. true, complete 
and correct; 

That I have compiled with the land de¬ 
velopment and disclosure requirements at 

the State of-(state of filing): 

That the material submitted la a true and 
accurate copy of the material filed with the 

State of__; and 

That the fees accompanying this appli¬ 
cation are In the amount required by the 
rules and regulations of the Office of Inter¬ 
state Land Bales Registration. 

(Date) (signature) 

(Corporate seal (Title).. 

If applicable) 

Waxmiko: Section 1418 of the Housing 
and Urban Development Act of 1968 (Title 
XIV of Public Law 90-448. 83 8tat. 390. en¬ 
acted on Aug. 1, 1968) provides: "Any per¬ 


son who willfully violates any of the pro¬ 
visions of this title or of the rules and 
regulations or any person who willfully, in 
a statement of record filed under, or In 
a property report Issued pursuant to. this 
title, makes any untrue statement of a ma¬ 
terial fact or omits to state any material 
fact • • • shall upon conviction be fined 
not more than 93.000 or imprisoned not 
more than five years, or both.** 

§ 1710.125 Partial statement of rec¬ 
ord—request for exemption. 

Requests for an exemption advisory 
opinion, pursuant to ff 1710.15(b) shall 
be prepared In accordance with the fol¬ 
lowing instructions: 

Instructions rox Comflitton of Partial 
Btatxuxxt of Rscoko —Rxqrxsr roa Rx- 
mrnoN 

The developer may file Part I, Adminis¬ 
trative Information. In the form set forth 
In | 1710.106 and the affirmation and agree¬ 
ment as set forth below as a partial state¬ 
ment of record. 

The filing of this Information does not pre¬ 
clude a developer from filing a complete 
statement of record. If the developer files the 
material necessary to complete the state¬ 
ment of record, the date of filing shall be 
the date the complete statement of record 
Is received by the Secretary. 

AFFIRMATION AND AOUXMZNT 

I hereby affirm that I am the developer of 
the lots herein described or will be the devel¬ 
oper at the time the lot* are offered for sale 
or lease to the public, or that I am the agent 
authorized by such developer to complete 
this statement (if agent, submit written au¬ 
thorization to act as agent); 

That the statements contained In this 
partial statement of record and any supple¬ 
ment thereto, together with any documents 
submitted are full, true, complete, and 
correct; 

That the fee accompanying this applica¬ 
tion are in the amount required by the reg¬ 
ulations of the Offloe of Interstate Land Sales 
Registration; 

That I agree that this filing la a partial 
statement of record and that the receipt of 
this flUng by the Secretary shall not be the 
date of filing of a statement of record for 
the purpose of determining tho effective date 
thereof; and 

That if the Secretary advises that the of¬ 
fering is not exempt, I agree to file tho re¬ 
maining portions of the statement of record 
as set forth in f 1710.103 of these rules and 
regulations prior to any offering and that 
the date of the receipt of the oomplete state¬ 
ment of record by the Secretary shall be the 
date of filing for the purpose of determining 
the effecUve date of the statement of 
record. 

(Data) (Signature) 


(Corporate seal (Title) 

if applicable) 

Warning: Section 1418 of the Housing and 
Urban Development Act of 1968 (Title XIV 
of Public Low 90-448. 82 Stat. 690. enacted 
on Aug. 1, 1968) provides: “Any person who 
willfully violates any of tho provisions of 
this title or of the rules and regulations or 
any person who willfully. In a statement of 
record filed under, or In a property report 
Issued pursuant to. this title, makes any 
untrue statement of a material fact or omits 
to state any material fact • • •, shall upon 
ooavlctlon be fined not more than 93,000 or 
Imprisoned not more than 6 years, or both." 


Chapter X— Federal Insurance 
Administration 

Subchopter A—National Imuronce Development 


1905 Statewide “FAIR" Plan*. 

1906 Standard reinsurance contract. 

1907 State reimbursement requirement. 

Svbchoptor 6—National Flood Insurance Program 

1909 Oeneral provisions. 

1910 Criteria for land management and 

use. 

1911 Insurance coverage and rates. 

1912 Sale of insurance and adjustment 

of claims. 

1913 Exemption from denial of Federal 

disaster benefits. 

1914 Areas eligible for the sale of in¬ 

surance. 

1915 Identification of special hazard 

areas. 

Subchapter C—Federal Crimo Insurance Program 

1930 Description of program and offer 

to agents. 

1931 Purchase of insurance and adjust¬ 

ment of claims. 

1932 Protective device requirements. 

1933 Coverages, rates, and prescribed 

policy forms. 

1934 Classification of territories. 

SU8CHAPTEK A— NATIONAL INSURANCE 
DEVELOPMENT PKOGRAM 

PART 1905—STATEWIDE “FAIR** 
PLANS 

Sac. 

1903.1 Definitions. 

1905.2 Composition and supervision of 

PAIR Plan. 

19064 Coverage and operation of the 

Plan. 

1905.4 Insurer participation and placement 

program. 

1905.5 Inspections and applications for in¬ 

surance. 

1906.6 Decmer or binder requirement. 

1905.7 Plaoement action after Inspection 

report, 

1903.8 Prohibition of unnecessary rcln- 

spcctlon*. 

1906.9 Notice of canceUation or nonre- 

nowal. 

1906.10 Impartial selection of adjusters. 

1903.11 Coding and reports under the Plan. 

1905.12 Inapplicability and waiver of regu¬ 

lations. 

Aotmoiitt: The provisions of this Part 
1905 issued under sec. 7(d), 79 Slat 670; 

42 U.8.C. 3535(d); aec. 1103. 82 Slat. 666; 

12 0.S.C. 1749bbb-l7. 

§ 1905.1 Definition*. 

As used in this part— 

(a) “Act" means the Urban Property 
Protection and Reinsurance Act of 1908. 
codified as title Xn of the National 
Housing Act (12 UB.C. 1749bbb—1749 
bbb-21), which authorized the program. 
Section references are to the National 
Housing Act; 

<b) ••Administrator'* means the Fed¬ 
eral Insurance Administrator within the 
Department of Housing and Urban De¬ 
velopment, to whom the Secretary has 
delegated the administration of tlie pro¬ 
gram (34 FJR. 2680, Feb. 27, 1969) ; 


FEDERAL REGISTER, VOL 35. NO. 246—WEDNESDAY, DECEMBER 22, 1971 















24752 

(c) •‘Applicant*' means any property 
owner, or his authorized representative, 
who duly requests essential property in¬ 
surance for a risk eligible under a PAIR 
Plan; 

<d> “Binder” means a temporary and 
preliminary contract of insurance to pro¬ 
tect owner against loss from the occur¬ 
rence of an insurable event before a 
policy is issued; 

<e) “Decmer provision*' means a pro¬ 
vision in a Plan whereby Interim cover¬ 
age for an eligible risk is deemed 
automatically to attach upon the ex¬ 
piration of a specified period of time 
after an application for inspection and 
insurance; 

(f) “Eligible property.’* "eligible risk." 
or “risk eligible under the Plan” means 
any real property, personal property, or 
mixed real and personal property, po¬ 
tentially insurable under one or more 
lines of essential property insurance, 
subject to an inspection to ascertain 
insurability and applicable premium 
rates; 

(g) “Environmental hazard** means 
any hazardous condition that might give 
rise to loss under on insurance contract, 
but which is beyond the control of the 
property owner or tenant; 

<h) “Essential property insurance- 
means insurance against direct loss to 
property as defined and limited in stand¬ 
ard fire policies and extended coverage 
endorsement thereon, as approved by the 
State insurance authority, and insurance 
against the perils of vandalism and ma¬ 
licious mischief. Such insurance shall not 
include automobile insurance and shall 
not include insurance on such type of 
manufacturing risks as may be excluded 
by the State insurance authority; 

(|) “FAIR Plan" or "Plan" means a 
statewide Plan to assure "fair access to 
insurance requirements” that is approved 
by the Administrator as meeting the cri¬ 
teria of Part A of the Act, including such 
modifications thereof as the Adminis¬ 
trator may promulgate from time to time 
under this part in accordance with sub¬ 
section 1214(b) of the Act (12 U.S.C. 
1749bbb-6<b)>; 

(J) “Inspection facility.'* with respect 
to any State, means any rating bureau 
or other person duly authorized and des¬ 
ignated to perform inspections under a 
Plan; 

(k) "Insurer** includes any property 
insurance company, or group of com¬ 
panies under common ownership or com¬ 
mon management, authorized to engage 
in the insurance business under the lawrs 
of at least one State; 

(l) “Participating insurer" means any 
insurer eligible for membership in a Plan 
and fully participating in that Plan. The 
term shall not Include any insurer in any 
State in any year in which such insurer 
does not participate in the Plan on a 
risk-bearing or potentially risk-bearing 
basis; 

<m) “Person” includes any individual, 
group of individuals, corporation, part¬ 
nership. association, or any other orga¬ 
nized group of persons; 

<n) "Placement facility" means the 
facility established under a Plan to place 
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or provide essential property insurance 
to persons making application for one or 
more lines of such insurance under the 
Plan; 

(o) "Pool" means any pool or associa¬ 
tion of insurance companies in any State 
that is formed, associated, or otherwise 
created for the purposes of sharing risks 
and of making property insurance more 
readily available; 

(p) “Property owner" or "owmer, with 
respect to any real property, personal 
property, or mixed real and personal 
property, means any person having an 
Insurable interest in such property; 

(q) “Secretary** means the Secretary 
of Housing and Urban Development; 

<r) "State" means the several States, 
the District of Columbia, the Common¬ 
wealth of Puerto Rico, the territories and 
possessions, and the Trust Territory of 
the Pacific Islands; 

(s) “State insurance authority'* means 
the person having legal responsibility for 
regulating the business of Insurance 
within a State; 

(t) "Surcharge" means (1) any con¬ 
dition charge, and (2) any general or 
other charge added to the basic insur¬ 
ance rates or premium ordinarily appli¬ 
cable to the same class of property; but 
does not include specific rates that apply 
to all property in a Plan on the basis of 
actual self-rating experience; 

(u) "Urban area" Includes any mu¬ 
nicipality or other political subdivision of 
a State, subject to population or other 
limitations defined in rules and regula¬ 
tions of the Secretary, -nd such addi¬ 
tional areas as may be designated by the 
State insurance authority; and 

(v) "Year** means a calendar year; 
fiscal year of a company, association, or 
pool; reinsurance contract year; or such 
other period of 12 months as may be 
designated by the Administrator. 

§ 1903.2 Composition am I Mipcrvi*ioo 
of FAIR Finn. 

(a) The Administrator will periodi¬ 
cally review each State's FAIR Plan in its 
entirety for conformity to statutory cri¬ 
teria (12 U.S.C. 1749bbb~3—1749bbb-6) 
and this part. Although the number and 
location of the required elements In a 
Plan will vary according to the particular 
method and procedures used by the State, 
the required documentation comprising 
each Plan could Include any or all of the 
following, as relevant: 

(1) The State law, where one has been 
enacted; 

(2) The Industry agreement or pro¬ 
gram, if any; 

(3) The approval action by the State 
insurance authority with respect to the 
industry agreement or program, or by 
court order or other approval authority, 
if applicable; and 

(4) Implementing rules, regulations, 
and orders, together with operating pro¬ 
cedures and forms. 

0» The Plan shall include a certifica¬ 
tion by the State insurance authority of 
the date on which the Plan was placed 
in effect and on which any amendments 
to the Plan are effective. 

(c) The Plan shall evidence that it has 
been approved by. and is to be adminis¬ 


tered under the supervision of. the State 
insurance authority. 

(d) The Plan shall provide for a con¬ 
tinuing public education program by par¬ 
ticipating insurers, agents, and brokers, 
in order to assure that the Plan receives 
adequate public attention. For example, 
a brochure or other publication should 
be made widely available for distribution 
through all agents, brokers, and other 
producers. All participating Insurers, 
agents, ind brokers should include such 
a publication with each notice of cancel¬ 
lation or nonrcncwal in order to provide 
policyholders w’ith the required informa¬ 
tion concerning the placement of insur¬ 
ance under the Plan. 

§ 1905.3 Coverage anil operation of the 
Plan. 

<a> At a minimum, the Plan shall pro¬ 
vide for insurance against direct loss to 
property as defined and limited in stand¬ 
ard fire policies and in (1) extended cov¬ 
erage, and (2) vandalism and malicious 
mischief endorsements thereon, as ap¬ 
proved by the State insurance authority. 
It shnll not include automobile insurance 
nor such types of manufacturing risks 
as may be excluded by the State Insur¬ 
ance authority. The Plan shall specifically 
provide for insurance against direct loss 
to property that is being constructed or 
rehabilitated (including builder’s risk 
coverage). To avoid the need for amend¬ 
ment to the Plan and delays in securing 
new approval action, the Plan should 
provide for the inclusion of such addi¬ 
tional lines of property insurance as from 
time to time may be designated essential 
by the Administrator pursuant to section 
1203(a) (2) of the Act. 12 U.S.C. 1749bbh- 
2(a)(2). 

(b) The Plan shall specify its geo¬ 
graphic area of coverage. If the entire 
State is not designated as the area of 
coverage, the Plan must specify—by 
name, by population size, or by class— 
the political subdivisions and other areas 
eligible under the Plan. The area of cov¬ 
erage may not be limited to communities 
that have a blighted or deteriorating area 
or an area approved by the Secretary for 
an urban renewal project. 

(c) Each State insurance authority 
under whose Jurisdiction a Plan has been 
put into operation shall keep the Ad¬ 
ministrator fully and currently informed 
of any modifications or changes in the 
organization or operation of the Plan in 
his State, whether or not such changes 
directly affect the availability of cover¬ 
age under the Plan. 

g 1905.4 Insurer participation and place¬ 
ment program. 

(a) The Plan's placement program 
may take any of a variety of forms; for 
example, it may involve a syndicated or 
direct writing pool, an assigned risk 
facility, a reinsurance pool or associa¬ 
tion. or combinations of the foregoing. 

(b) The Plan shall not discriminate 
against, shall provide for full coopera¬ 
tion with, and shall seek cooperation 
from all agents and brokers licensed to 
write property lines in the State. The 
inclusion of agents and brokers on FAIR 
Plan governing boards is encouraged. 
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(c) The Plan shall Include one or more 
all-Industry placement facilities* doing 
business with ©very insurer participating 
in the Plan* to perform the following 
functions for properties meeting reason* 
able underwriting standards: 

(1) Upon request by or on behalf of 
a property owner requesting an inspec¬ 
tion under the Plan* distribute the place¬ 
ment or risks equitably among the in¬ 
surers with which it does business: and 

(2) Place insurance up to the full in¬ 
surable value of the risk to be Insured 
with one or more insurers with which it 
is doing business, except to the extent 
that deductibles, percentage participa¬ 
tion clauses, and other underwriting de¬ 
vices are employed to meet special prob¬ 
lems of insurability. In the case of very 
large risks not accommodated by the 
Plan (e.g., those whose full insurable 
value exceeds $1,500,000). the Plan shall 
provide that the placement facility shall 
assist in seeking to place the excess 
portion. 

(d) As soon after May 1 of each year 
as practicable, each State insurance au¬ 
thority under whose jurisdiction a Plan 
lias been put Into operation shall notify 
the Administrator of the names of all 
insurers that are fully participating (on 
a risk-bearing basis) in the PAIR Plan 
of such State on that date in accordance 
with the conditions of the Standard Re¬ 
insurance Contract In ciTect at that time. 
For a Plan in which participation by in¬ 
surers is voluntary, the notification shall 
include an estimate by the authority of 
the aggregate premium volume of essen¬ 
tial property insurance written by par¬ 
ticipating insurers in relation to the total 
premium volume in such lines written by 
all property insurers in the State. 

(e) Federal riot reinsurance will be 
offered only to those insurers that (1) 
have direct writings in one or more lines 
of essential property insurance and (2) 
are actually or potentially risk-bearing 
members of any pool organized under the 
Plan, as certified by the State Insurance 
authority. 

§ 1905.5 Inspection!* and applications for 
insurance. 

(a) The Plan shall designate one or 
more Inspection facilities, which may also 
operate as placement facilities If 
desirable. 

(b) The Plan shall make its inspection 
and placement facilities readily available 
and accessible to the general public by 
providing a central source of information 
on the services it provides and on 
the manner of application. To assure the 
public's access to such information, the 
telephone information number of the 
Plan shall be listed alphabetically as 
"FAIR Plan'* (l) in the white sections 
and (2) under "Insurance" in the classi¬ 
fied sections of the telephone directories 
of each city where these facilities main¬ 
tain an office. 

(c) The Plan shall require that there 
will be an inspection of any eligible risk 
that is submitted to a placement facility 
or to a servicing insurer if such facility 
or insurer is unwilling to write coverage 
at regular rates. The Plan may not re¬ 
quire os a precondition for obtaining an 


inspection that the property owner make 
a showing or certification that he has 
been unable to obtain insurance in the 
regular market. 

(d) The Plan shall provide that In¬ 
spections may be requested by the 
property owner or his authorized rep¬ 
resentative. the insurer, or the insurance 
agent, broker, or other producer. The 
Plan shall also provide that the request 
for an inspection need not be in writing, 
although it can provide for the transcrib¬ 
ing of the pertinent Information on a 
form. 

<c) An inspection under the Plan shall 
be without cost to the property owner. 
Payment of a deposit premium may not 
be required as a precondition to inspec¬ 
tion. However, the Plan m.\y allow a 
property owner, at his option, to pay a 
deposit or provisional premium at the 
time of application, rather than at the 
time insurance under a deemer or binder 
provision becomes effective. 

(f) The Plan may not require the 
presence of the owner of the building 
for a tenant to obtain an Inspection, 
but the Inspection facility must be pro¬ 
vided access to the relevant portions of 
the building in which the property to be 
insured is located. 

§ 1905.6 Deemer or kinder requirement. 

(a) Each Plan shall contain either a 
deemer or a binder provision in order to 
prevent lapses of Insurance coverage for 
risks eligible under the Plan before cov¬ 
erage has been provided or declined un¬ 
der the Plan. A Plan may contain both 
a deemer and a binder provision. 

(b) Plans adopting a deemer provi¬ 
sion shall provide that eligible risks are 
automatically deemed insured if, (1) 
through no fault of the applicant, cov¬ 
erage has not been either offered or 
denied within 20 calendar days after the 
date the request for Inspection was re¬ 
ceived, and (2) the applicant, at the 
time of requesting the inspection or at 
any time prior to the receipt of an in¬ 
spection report Indicating that the prop¬ 
erty is uninsurable. pays either the esti¬ 
mated annual premium or the portion 
thereof that is appropriate for the 
period of time for which the coverage is 
provided. The period of coverage pro¬ 
vided under any such deemer provision 
shall not be less than the time required 
to complete the Inspection and to process 
fully In the ordinary course of business 
any related application for insurance of 
the property submitted either directly to 
the placement facility or first to a desig¬ 
nated insurer and thereafter to the place¬ 
ment facility If necessary. 

(c) Plans adopting a binder provision 
shall provide that an applicant may 
apply for and obtain temporary coverage 
for a risk eligible under the Plan upon 
payment of a provisional premium at the 
time of requesting the Inspection. The 
Plan, at its option, may also provide that 
coverage under the binder shall be ex¬ 
tended for a sufficient period of time, 
after receipt of an unfavorable Inspec¬ 
tion report, to enable the applicant to 
bring the property up to insurable stand¬ 
ards, but during the period of such 


rehabilitation reasonable condition sur¬ 
charges may be added to the normal 
premium rates otherwise applicable to 
such property. 

(d) Coverage provided under the 
deemer or binder provisions of the Plan 
shall be at the normal rates for the class 
of property to be Insured, exclusive of 
any surcharge, but shall be subject to an 
appropriate premium adjustment, if 
m css ary, after the property has been 
Inspected. 

(e) It is expected that no policyholder 
will be without coverage following a can¬ 
cellation or nonrcncwal under the Plan 
or otherwise, due solely to delays in In¬ 
specting and placing the risk under the 
Plan, and the Plan shall set forth the 
manner In which the objective of maxi¬ 
mum possible continuity of coverage is 
to be accomplished. Binding coverage 
immediately, subject to inspection, would 
accomplish tills and is encouraged. 

§ 1905.7 Placement onion after inspec¬ 
tion report, 

(a) The placement facility or Insurer 
to which a risk is referred Ly the inspec¬ 
tion facility shall complete an action re¬ 
port and promptly notify the applicant 
of the folio .ring: 

(1) The amount of coverage that It 
agrees to write; and. if the coverage is 
with a surcharge, the amount of such 
surcharges and the improvements needed 
for coverage at a lower surcharged rate 
and at an unsurcharged rate; 

(2) The amount of coverage it agrees 
to write If specified Improvements are 
made; ,r 

(3) That it declines to write the cover¬ 
age because the property docs not meet 
reasonable underwriting standards, in 
which case It will also state the specific 
Information from the Inspection report 
and other sources that constitutes the 
baxi for this determination. 

(b) Vo surcharge shall be made on 
any risk unless It is based upon an ap¬ 
propriate, objective, and identifiable 
physical condition of the propc. ty, as dis¬ 
closed by an in^^ection and specifd in 
an inspection report, and no surcharge 
shall be made on the basis of environ¬ 
mental hazards. 

(c) Reasonable underwriting stand¬ 
ards for declination of risks mu*t be 
relevant to the perils against which In¬ 
surance is sought. For example, they may 
Include; 

(1) Physical condition of the prop¬ 
erty; however, the mere fact that a 
property does not satisfy all current 
building code specifications would not. 
In Itself, suffice; 

(2) The property's present use, such 
as extended vacancy (other than for re¬ 
habilitation purposes) or the improper 
storage of flammable materials; or 

(3) Other specific characteristics of 
ownership, condition, occupancy, or 
maintenance that are violative of law or 
public policy and that result in a sub¬ 
stantially increased exposure to loss. 

(d) In the event that a risk Is de¬ 
clined on the basis that it does not meet 
reasonable underwriting standards or 
that the coverage will be written on con¬ 
dition that the property be Improved, the 
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insurer or placement facility shall 
promptly send copies of the inspection 
and action reports to the applicant, ad¬ 
vising him of the appeal procedures 
available. Including rights of appeal to 
the State insurance authority under ap¬ 
plicable State law. Appeal procedures 
withiu t: - Plan shall provide for prompt 
handling. 

§ I‘>05.8 Prohibition of unnorc!MM»ry re 

In order to avoid unduly increasing the 
costs of the program, no Plan shall re¬ 
quire the annual or routine reinspection 
of eligible risks for which coverage has 
been previously obtained under the Plan. 
Once an eligible risk has been inspected 
and found Insurable, the Plan may re¬ 
quire its rcinspection only ia> upon re¬ 
quest of the property owner, <b) on a 
limited basis for statistical purposes, (c) 
upon change In type of occupancy, <d) 
upon a reasonable periodic schedule of 
not more often than once every 3 years, 
or (e) for cause, upon information or 
well-founded belief that the occupancy 
hazards or physical condition of the 
property have substantially changed 
since the last inspection. 

g 1905.9 jNotlrc of eanectlalbm or non- 

renewal 

(a) Except in cases of owner or occu¬ 
pant incendiarism, material misrepre¬ 
sentation, or nonpayment of premium, 
each Plan shall require its participating 
Insurers to give, and each such insurer 
shall give, property owners no less than 
30 days prior written notice of any can¬ 
cellation or nonrenewal of coverage initi¬ 
ated by the insurer with respect to any 
eligible risk, whether or not such risk is 
then insured under the Plan, in order to 
allow the affected property owner suffi¬ 
cient time to apply for an inspection and 
to obtain coverage under the Plan if 
necessary. 

lb) For the purposes of this } 1905.9. 
the term cancellation or nonrcnewal shall 
Include (1) reductions in amounts of in¬ 
surance and adverse modifications in 
coverage initiated by the insurer with 
respect to any owner individually, and 
(2) refusals by the Insurer or its agents 
to renew any expiring coverage In any 
line of essential property insurance pre¬ 
viously provided to the property owner. 

§ 1905.10 Imporliul •election of adjust* 

fix 

(a> No Plan or placement facility shall 
discriminate by providing for the primary 
use of services or any preferential treat¬ 
ment of any adjuster to the exclusion, 
detriment, or disadvantage of any other 
adjuster of equal or equivalent profes¬ 
sional qualifications in any formal or in¬ 
formal arrangements made or promul¬ 
gated for the adjustment of any insured 
losses under policies or contracts of In¬ 
surance issued under the Plan. 

<b> This 8 1905.10 shall not be con¬ 
strued to prohibit < 1 > the use by servicing 
insurers of their adjusting staffs, (2) the 
impartial appointment of a supervisory 
adjuster with respect to any individual 
loss directly insured by three or more 
Insurers, or (3) the obtaining of qualified 
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loss adjusters at the lowest admnistra- 
Uve cost for a reasonable period of time 
by FAIR Plans through the adoption of 
an impartial and periodic public bidding 
procedure. 

8 1905.11 Coding and reporU under the 
% Plnn. 

(ft) The Plan shall provide for the 
separate coding of policies v.Tltten pur¬ 
suant to the Plan. 

ib) The Plan shall provide for the 
submitting to the State insurance author¬ 
ity and the Administrator of periodic re¬ 
ports setting forth the number of requests 
for inspection, the number of risks in¬ 
spected. and the results of referrals by the 
facility, including by individual insurer 
the number of risks accepted, the number 
of risks conditionally accepted and rein¬ 
spections made, the number of risks de¬ 
clined, and such other information as the 
State insurance authority or the Admin¬ 
istrator may from time to time require. 

ec) Not later than 90 days after the 
close of its fiscal year, each placement 
facility under the Plan shall furnish to 
the Administrator a comprehensive re¬ 
port on its operations during the year, 
which at the minimum shall include such 
Information for the year as may be called 
for on Form HUD-1603, Quarterly State 
FAIR Plan Report. The first such report 
shall include copies of all previously pub¬ 
lished annual and interim reports not 
already furnished to the Administrator, 
Subsequent reports shall include any ad¬ 
ditional printed or published report 
under the Plan. 

(d) For periods beginning on and after 
January 1. 1970, each placement facility 
under the Plan shall also provide the Ad¬ 
ministrator with quarter-annual reports 
of its current operations on Form HUD- 
1603, which the Administrator shall furn¬ 
ish to the facility. Such reports shall be 
due not later than 90 days after the end 
of each quarter. With respect to any pre¬ 
vious quarter for which the reports re¬ 
quired by this paragraph have not al¬ 
ready been furnished, reports shall be due 
not later than 90 days after the effective 
date of this * 1905.11. 

8 1905.12 Inapplicability am! waiver of 
regulation*. 

(a) Notwithstanding the provisions of 
| 1905.3(a) (2). no Plan shall be required 
to offer vandalism and malicious mischief 
coverage in any State where by Septem¬ 
ber 1. 1970, the State insurance authority 
certifies that the availability of such cov¬ 
erage in the normal market is adequate 
to meet the demand for such coverage, 
and that such adequate market avail¬ 
ability also extends to properties that ob¬ 
tain fire and extended coverage under 
the Plan. 

(b) Notwithstanding its effective date, 
the application of any requirement im¬ 
posed by this part to any existing Feder¬ 
ally approved statewide FAIR Plan shi 11 
automatically be deferred unttl the close 
of the first full regular session of the 
State legislative body following such ef¬ 
fective date in any State where the im¬ 
plementation of such requirement is cer¬ 
tified by the State insurance authority 
by September 1, 1970, to be inconsistent 


with or unauthorized by nn applicable 
State statute in force on such effective 
date. 

(c) In addition to the specific waiver 
authorized by paragraph (a), the Ad¬ 
ministrator may waive compliance with 
any other requirement of this part with 
respect to any State, temporarily or in¬ 
definitely, and in whole or in part, if the 
State insurance authority certifies that 
compliance is unnecessary or inadvisable 
under local conditions or State law and 
the Administrator concurs in such 
certification. 

PART 1906—STANDARD REINSUR¬ 
ANCE CONTRACT 

Sec 

1906.20 Statement of applicable law. 

1906.21 Definition* 

1906.22 Offer to provide reinsurance. 

1906.23 Effective date of offer. 

1900 24 Acceptance of offer. 

1906.25 Policies reinsured. 

1906.26 Premium*. 

1906.27 Assessments. 

1906 28 Claims. 

1906.29 Inception and expiration dates. 

1906.30 Cancellations. 

1906.31 Adjustments. 

1906.32 Insolvency. 

1906.33 Errors and omissions. 

1906.34 RantrlcUon of benefits. 

1906.35 Participation In statewide plans. 

1906 30 Limitation# on reinsurance. 

1906.37 Arbitration. 

1906.38 Access to books and records, 

1906.39 information and annual statements 

Authositt: The provisions of this Part 
1906 lamed under sec. 7(d). 79 8tat. 670: 42 
U.S.C.3536(d); sec. 1103, 82 8tat. 586; 12 
U8C. 1740bbb 17. 

§ 1906.20 Statement of applicable law. 

Title xn of the National Housing Act 
(hereinafter referred to as the Act), 
added by the Urban Property Protection 
and Reinsurance Act of 1968, 12 U.S.C. 
1749 bbb—-1749bbtK21, provides for a Na¬ 
tional Insurance Development Program 
Pursuant to this title, the Secretary of 
Housing and Urban Development is au¬ 
thorized to offer to any Insurer reinsur¬ 
ance against losses resulting from riots or 
civil disorders, in all standard lines of 
property insurance enumerated under 
subparagraphs (A) through (E) of sec¬ 
tion 1203(a) (13) of the Act taken to¬ 
gether. and, with respect to any State in 
which such reinsurance is purchased, to 
offer reinsurance Individually on the 
standard lines of property insurance 
enumerated under subparagraphs (F' 
through <J> of said section. Principal 
eligibility requirements under the Act for 
such reinsurance are set forth in 
8 1906 35. 

g 1906.21 Definition*. 

As used in this part: 

(a) M Aggregate losses’* means the sum 
total of losses resulting from riots or 
civil disorders occurring in a State and 
allocable to a State in which reinsur¬ 
ance Lb provided; 

<b> "Civil disorder" means: 

(1) Any pattern of unlawful inci¬ 
dents taking place within clo«e proximity 
as to time and place and involving prop¬ 
erty damage intentionally caused by per¬ 
sons apparently having civil disruption. 
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civil disobedience. or civil protest as a 
primary motivation, at least two of which 
Incidents result in property damage in 
excess of $1,000 each; or 

<2> Any occurrence of property dam¬ 
age in excess of $2,000 caused by persons 
whose unlawful conduct in causing the 
occurrence clearly manifests their pri¬ 
mary purpose of civil disruption, civil 
disobedence. or civil protest; 

(c) “Company * means any company 
authorized to engage in the insurance 
business under the laws of any State, ex¬ 
cept that if there are two or more com¬ 
panies within a State in which reinsur¬ 
ance is to be provided under the contract 
which as determined by the reinsurer: 

(1) Are under common ownership and 
ordinarily operate on a group basis; or 

(2) Are under single management di¬ 
rection; or 

<3) Are otherwise determined by the 
reinsurer to have substantially common 
or Interrelated ownership, direction, 
management, or control; then all such 
related, associated, or affiliated com¬ 
panies, excluding nonadmitted com¬ 
panies which are not specifically in¬ 
cluded by endorsement to the contract, 
shall be reinsured only as one aggregate 
entity; 

(d) “Continuing organization, pool, or 
association of Insurers** means an indus¬ 
try pool created to provide direct insur¬ 
ance to meet special problems of insura¬ 
bility, such as for a particular class or 
type of business; 

(e) “Contract’’ means the Standard 
Reinsurance Contract; 

(f) “Direct premiums earned’* means 
direct premiums earned as reported in 
column 2 on page 14 of the company’s 
Fire and Casualty Annual Statement for 
the specified calendar year, in the form 
adopted by the National Association of 
Insurance Commissioners, subject to (1) 
adjustment as approved by the reinsurer 
for cessions to pools, facilities, and asso¬ 
ciations, and for the inclusion of partici¬ 
pations In such pools, faculties, and asso¬ 
ciations, and < 2 > such other appropriate 
adjustments as may be approved or re¬ 
quired by the reinsurer, which shall in¬ 
clude adjustments for dividends paid or 
credited to policyholders and reported in 
column 3 on page 14, subject to a maxi¬ 
mum credit of 20 per centum of direct 
premiums earned for any one line of 
insurance: 

<g) “Excess aggregate losses" means 
that part of aggregate losses which is 
equal to the sum of— 

<1) 90 percent of the company’s ag¬ 
gregate losses in excess of its net reten¬ 
tion until the company's 10-percent 
Hhare of aggregate losses under this sub- 
paragraph (1) equals the amount of its 
net retention; 

<2) 95 percent of the company's re¬ 
maining aggregate losses (after deduct¬ 
ing the reinsurer's share of aggregate 
losses under subparagraph (1) of this 
paragraph in excess of twice its net re¬ 
tention, until the company’s 5-percent 
share of aggregate losses under this sub- 
paragraph (2) equals the amount of Its 
net retention; and 


(3) 98 percent of the company's re¬ 
maining aggregate losses (after deduct¬ 
ing the reinsurer’s share of aggregate 
losses under subparagraphs <1) and (2) 
of this paragraph) in excess of an 
amount equal to three times lbs net 
retention; 

<h) “Losses** means all claims proved, 
approved, and paid by the company 
under reinsured policies, resulting from 
riots or civil disorders occurring In a 
State during the period of the contract, 
after making proper deduction for sal¬ 
vage and for recoveries other than rein¬ 
surance. together with an allowance for 
expense in connection therewith, hereby 
agreed to equal an amount per claim of 
eight per centum (8%) of the first 
$25,000 of any such claim, plus three per 
centum (3%) of the amount by which 
such claim exceeds $25,000 but is less 
than $100,000. plus one per centum 
(1%) of the amount by which the claim 
exceeds $100,000: 

(I) “Net retention** means the amount 
of aggregate losses that the company 
must stand before the reinsurer’s liability 
attaches under the contract and shall be 
one aggregate figure for each State 
which shall be the larger of either $1,000 
or the amount determined by applying 
a factor of two and one-half per centum 

) to the specified percentage of 
the company’s direct premiums earned 
in the State for the calendar year 1971 
on those lines of insurance reinsured: 

(J) “Property owner** means any in¬ 
dividual or group of individuals, corpo¬ 
ration. partnership, or association, or 
any other organized groups of persons 
having an insurable interest in any real, 
personal, or mixed real and personal 
property: 

(k> “Reinsurer** means the Federal 
Insurance Administrator; 

(1) “Riot** means any tumultuous dis¬ 
turbance of the public peace by three or 
more persons mutually assisting one an¬ 
other. or otherwise acting In concert. In 
the execution of a common purpose by 
the unlawful use of force and violence 
resulting in property damage of any 
kind; 

<m> “Specified percentage” means 
one hundred per centum (100%) of the 
direct premiums earned for each line of 
insurance reinsured under the contract, 
except that the specified percentage of 
Homeowners multiple peril shall be 
eighty-five per centum (85%) and that 
of Commercial multiple peril shall be 
sixty-five per centum (65%); 

<n> “State” means the several States, 
the District of Columbia, the Common¬ 
wealth of Puerto Rico, the territories 
and possessions, and the Trust Territory 
of the Pacific Islands; and 

<o> “State pool * means any State pool 
or other facility required under State law 
or approved by the State insurance au¬ 
thority which is formed, associated, or 
otherwise created as part of a statewide 
plan for the purpose of making property 
insurance more readily available. 

§ 1906.22 Offer lo proWdc reinsurance. 

Pursuant to the provisions of the 
Urban Property Protection and Reinsur¬ 


ance Act of 1968, and subject to the 
terms and conditions set forth in this 
part, the reinsurer offers to enter into a 
contract to pay, os reinsurance of the 
company, the amount of the company's 
excess aggregate losses resulting from 
riots or civil disorders in such lines of 
mandatory and optional coverage as may 
be designated by the company separately 
for each State. 

§ 1906.23 Effective dale of offer. 

The reinsurer’s offer to provide rein¬ 
surance under the terms and conditions 
set forth in this part Is effective at the 
time this document is filed for public 
inspection at the Office of the Federal 
Register. 

§1906.21 Acceptance of offer. 

(a) Acceptance of this offer shall be 
by telegraphed or mailed notice of ac¬ 
ceptance to the reinsurer. The date of 
dispatch of this notice of acceptance, 
which date should be no later than 12 
p.m., eji.t., April 30. 1971, must be clearly 
shown eitiler by telegraph dispatch nota¬ 
tion or postmark. 

<b) The telegram or letter accepting 
this offer of reinsurance must indicate 
tiie States in which reinsurance on lines 
of mandatory coverage is to be provided 
and must specifically designate for each 
such State the lines of optional cover¬ 
age for which reinsurance is to be pro¬ 
vided. This notice of acceptance shall be 
in substantially the following form: 

The {name of insurer or Insurers] hereby 
accepts the offer m filed with the Office of 
the Federal Regiaur of a Standard Re¬ 
insurance Contract pursuant to the Urban 
Property Protection and Reinsurance Act 
of 1GOH for the mandatory and (specify] 
optional lines in the following State*: 
(specify). 

(c> Any company accepting this offer 
of reinsurance In accordance with para¬ 
graphs (a) and (b) of this section shall 
be supplied copies of the Standard Re¬ 
insurance Contract, Form HUD-1601, for 
execution and return to the reinsurer. 

§ 1906.23 Policin' rr»n*ured. 

(a) Reinsurance, under a Standard 
Reinsurance Contract provided pursuant 
to this offer, shall apply to: 

<1> All policies or contracts of direct 
property insurance issued by the com¬ 
pany to any property owner, except for 
policies for which the business is han¬ 
dled for or through any State pool or any 
other continuing organization, pool, or 
association of insurers, and 

(2) The company’s participations in 
State pools and. os may be approved by 
the reinsurer, in other continuing orga¬ 
nizations. pools, or associations of 
insurers, 

which policies, contracts, or participa¬ 
tions arc in force on the effective date 
of the contract or which commence or 
arc renewed on or after such effective 
date in all the mandatory and in such 
optional standard lines of property in¬ 
surance listed under paragraphs <b> and 
(c) of this section as may be designated 
separately for each State. 
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<b> The lines of mandatory coverage 

g|*gj 

ii) Fire and extended coverage; 

(2* Vandalism and malicious mis¬ 
chief; 

<3 > other allied lines of Are Insurance; 
(4) Burglary and theft; and 
<5> Those portions of multiple peril 
policies covering similar perils to those 
provided in subparagraphs (1), (2), (3), 
and (4) of this paragraph. 

<c) The lines of optional coverage are: 

(1) Inland marine; 

(2) Glass; 

<3> Boiler and machinery; 

(4) Ocean marine; and 
<51 Aircraft physical damage. 

g 1906.26 Premium* 

(a) The aggregate basic premium due 
the reinsurer for the reinsurance cover¬ 
age provided under the contract shall be 
computed by applying an annual rate of 
fifteen hundredths of one per centum 
<0.15%) to an aggregate premium base 
consisting of the sum of the products of 
the company's direct premiums earned 
in each State in each reinsured line for 
the calendar year 1971 multiplied by the 
specified percentage of such earned pre¬ 
miums, as defined in I 1906.21 <f) and 
<m>. 

<b) An advance premium, which shall 
be an estimated premium only, shall be 
computed by the company on the basis of 
its direct premiums earned in the calen¬ 
dar year 1970 in the manner required for 
the computation of the aggregate basic 
premium. If any line of insurance is 
added during the term of the contract 
for which the company had no premium 
writings in 1970, the premium base for 
the advance premium shall be estimated 
by State for the period from the date of 
attachment of coverage to the expiration 
date of the contract. The aggregate ad¬ 
vance premium shall be paid to the re¬ 
insurer without demand within 30 days 
from the effective date of coverage. In¬ 
terest shall accrue at six per centum 
<6% per annum on any portion of the 
advance premium which is not paid on 
or before 30 days from its due date. The 
actual amount of the aggregate basic 
premium shall subsequently be computed 
and adjusted in accordance with the pro¬ 
visions of this I 1906.26 and I 1906.31. 

(c) If at any time the total amount of 
excess aggregate losses incurred by the 
reinsurer under the contract and all like 
Standard Reinsurance Contracts Issued 
during the period between May 1, 1971, 
and April 30. 1972. exceeds the total net 
amount of all advance premiums col¬ 
lected by the reinsurer during the same 
period under all such contracts, the com¬ 
pany shall be obligated to pay to the re¬ 
insurer as an additional premium an 
amount equal to ten hundredths of one 
per centum (0.10%) of Its aggregate 
premium base as defined above. Such 
additional premium shall be payable 
within 30 days after the demand of the 
reinsurer, either as an additional advance 
premium estimated on the basis of direct 
premiums earned for the year 1970 (and 
subject to adjustment in accordance 
with S 1906.31) or subsequent to adjust¬ 


ment, whichever the reinsurer may de¬ 
termine to be appropriate. 

<d) The aggregate basic premium, to¬ 
gether with any additional premium 
which may be due the reinsurer in ac¬ 
cordance with the preceding paragraph, 
shall constitute the minimum reinsur¬ 
ance premium payable for coverage 
under the contract; and such reinsur¬ 
ance premium shall be deemed fully 
earned on the date that such reinsurance 
coverage attaches, except as otherwise 
provided In 5 1906.30. 

§ 1906,27 A^^nirnl*. 

If any other company <or companies) 
reinsured by the reinsurer under a like 
Standard Reinsurance Contract incurs 
aggregate losses in reinsured lines in any 
State during the period of the contract, 
which in total exceed its net retention 
for all such lines, and as a result lodges 
claims against the reinsurer, then the 
company, on demand of the reinsurer, 
shall pay to the reinsurer an assessment 
sufficient to meet the company’s equit¬ 
able share of all such excess aggregate 
losses incurred in the State, but only to 
the extent that such losses exceed the 
unused net amount of all reinsurance 
premiums paid or payable by all rein¬ 
sured companies into the National Insur¬ 
ance Development Fund for the period 
from August 1. 1968. through April 30, 
1972 (including Interest earned thereon), 
for reinsurance in such State. Such share 
shall be in the proportion that— 

<a> The amount, if any. by which the 
company’s net retention in lines rein¬ 
sured under the contract in such State 
exceeds the company’s aggregate losses 
In such lines, bears to 

(b) The Aggregate amount of un- 
absorbed net retention for all the lines of 
insurance of all companies reinsured 
under the contract in such State, 

but such share shall not exceed the 
amount of the company ’s unabsorbed net 
retention under paragraph <a> of this 
section. An assessment will be required 
only after the termination of coverage 
provided by the contract. 

§ 1906.28 Claim*. 

<a) The company shall advise the re¬ 
insurer by letter <1> of all losses from a 
single occurrence which exceed $50,000 
and (2) whenever it appears that aggre¬ 
gate losses have been Incurred in an 
amount equal to ninety per centum 
<90%) of the company’s net retention in 
any State, on the basis of its direct 
premiums earned and reported to the 
reinsurer for the calendar year 1970. 

<b) When the company Incurs aggre¬ 
gate losses which exceed its net retention 
in any State, the company may make 
claim upon the reinsurer for the pay¬ 
ment of excess aggregate losses in that 
State by filing a certification of loss and 
thereafter such supporting documenta¬ 
tion of such losses as may be required by 
the reinsurer, and following the receipt 
of such certifications and documentation 
the reinsurer shall, as promptly as pos¬ 
sible, in such installments and on such 
conditions as may be determined by the 
reinsurer to be appropriate (including 


advance payments made on the basis of 
preliminary certifications of loss filed in 
advance of the final determination of the 
ultimate amount of losses paid), pay to 
the company the amount of such excess 
aggregate losses subject to adjustments 
on account of underpayments or 
overpayments. 

(c) If the ultimate amount of losses 
to be paid by the company has not been 
finally determined when the certification 
of loss is filed, the company shall, in due 
course, file one or more supplementary 
certifications of loss and thereafter the 
reinsurer or the company, as the case 
may be, shall pay the balance due. 

<d> Claims paid pursuant to computa¬ 
tions of net retentions based upon the 
direct premiums earned for the calendar 
year 1970 shall be recomputed and ad¬ 
justed at the termination of the cover¬ 
age provided by the contract on the basis 
of direct premiums earned in reinsured 
lines for the calendar year 1971. 

| 1906.29 Inception ami expiration 
dale*. 

<a) Provided the company has re¬ 
quested reinsurance by States and lines 
of coverage on or before April 30, 1971, 
the Standard Reinsurance Contract shall 
be in effect from 12:01 am., e-s.t., on 
May 1. 1971. and shall expire at 12 p.m. 
(midnight), ejf.t., on April 30, 1972, un¬ 
less sooner terminated. 

<b) II the company applies for cover¬ 
age on or after May 1, 1971, the contract 
shall be effective from 12:01 a.m.. e.s.t., 
on the day after such application Is dis¬ 
patched, as determined by the date of 
postmark or telegram, provided the com¬ 
pany requests coverage by State and line 
and otherwise complies with the eligibil¬ 
ity requirements of the contract. 

<c> The contract applies only to losses 
occurring during the term of the con¬ 
tract as follows: 

<1) If at the Inception of the con¬ 
tract any riot or civil disorder is in prog¬ 
ress, no coverage shall be provided for 
losses resulting therefrom unless the con¬ 
tract is a continuation of coverage from 
the previous year’s contract. 

(2) If the contract terminates while a 
riot or civil disorder is in progress, no 
coverage shall be provided for any losses 
resulting therefrom which occur after 
the date and time of termination of the 
contract. 

§ 1906.30 Cancellation*. 

<a> Reinsurance under the contract 
may be canceled by the company in its 
entirety or with respect to any State 
upon wTitten notice by the company to 
the reinsurer stating that it desires to 
cancel the reinsurance coverage specified 
and that it will pay any premium due the 
reinsurer in accordance with the provi¬ 
sions of the contract, subject to any ad¬ 
justments which may be required under 
S 1906.31: Provided , however , That no 
coverage shall attach under the contract 
if the company has willfully concealed 
or misrepresented any material fact with 
respect thereto. 

<b) Reinsurance under the contract 
may be canceled by the reinsurer in its 
entirety or with respect to any State 
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upon 30 days written notice to the com¬ 
pany of such cancellation, stating the 
reasons for cancellation, which shall be 
limited to one or more of the following 
grounds: Fraud or misrepresentation 
subsequent to the inception of the con¬ 
tract. nonpayment of premium or any 
other amount due the reinsurer, and the 
grounds set forth In paragraph (b) of 
5 1906.36. 

(c) Whenever the reinsurer deter¬ 
mines, in his discretion, that any can¬ 
cellation of reinsurance is involuntary 
and without fault on the part of the 
company, the premium due the reinsurer 
for the coverage afforded under the con¬ 
tract shall be prorated in the ratio of— 

( 1) The number of days for which cov¬ 
erage was provided prior to the cancella¬ 
tion of such coverage plus 30. to 

(2) The total number of days of cov¬ 
erage provided under the contract from 
the inception of such coverage up to and 
including April 30, 1972. 

<d> In the event of any cancellation 
of reinsurance coverage under this 
I 1906.30, the net retention and assess¬ 
ment of such company 5 hall be com¬ 
puted. without proratlon, on the basis 
of the direct premiums earned for the 
calendar year 1971. Refunds of premi¬ 
ums, If any, due the company upon can¬ 
cellation may, at the discretion of the 
reinsurer, be deferred until after final 
adjustments have been made in accord¬ 
ance with the provisions of § 1906.31. 

§ 1906.31 Adjustment*. 

(a) The company shall report to the 
reinsurer within 60 days after request 
its direct premiums earned for the calen¬ 
dar year 1971 in all reinsured lines in all 
States for which reinsurance was pro¬ 
vided under the contract, for the pur¬ 
pose of computing and adjusting the 
reinsurance premium due to the rein¬ 
surer with respect to the coverage pro¬ 
vided. The direct premiums earned to 
be reported for any line of insurance 
added during the contract term for any 
State in which the company had no pre¬ 
mium writings in such line in 1971 shall 
be the direct premiums earned for the 
first 4 months of 1972 as estimated by 
the company, subject to audit by the 
reinsurer. 

(b) In no event shall the adjusted 
amount of direct premiums earned by 
the company result in a basic premium to 
the reinsurer in an amount less than $25 
for each State during the contract year, 
which shall constitute the minimum ad¬ 
justed reinsurance premium for any 
State under the contract. 

(c) On or before July 31, 1972, or 
such later date as may be permitted at 
the option of the reinsurer, the company 
shall report to the reinsurer its aggre¬ 
gate losses, for the purpose of comput¬ 
ing and adjusting excess aggregate losses 
and assessments. 

<d> Any overpayment or underpay¬ 
ment between the reinsurer and the com¬ 
pany shall be adjusted and paid in ac¬ 
cordance with the obligations assumed 
under the contract. 


8 1906.32 Irtftolvrnry. 

(a) In the event of insolvency of the 
company the reinsurance under the con¬ 
tract shall be payable by the reinsurer to 
the company or to its liquidator, receiver, 
or .statutory successor on the basis of the 
liability of the company under all poli¬ 
cies, contracts, or participation shares re¬ 
insured without diminution because of 
the Insolvency of the company. 

(b) It is further agreed that the liq¬ 
uidator, or receiver, or statutory suc¬ 
cessor of the company shall give written 
notice to the reinsurer of the pendency 
of any claim against the company on the 
policies, contracts, or participation shares 
reinsured within a reasonable time after 
such claim is filed in the insolvency pro¬ 
ceeding, and that during the pendency 
of such claim the reinsurer may investi¬ 
gate such claim and interpose, at its own 
expense, in the proceeding where such 
claim is to be adjudicated, any defense or 
defenses which may be deemed available 
to the company or its liquidator, receiver, 
or statutory successor. The expense thus 
incurred by the reinsurer shall be charge¬ 
able, subject to court approval, against 
the company as part of the expense of 
liquidation to the extent of a proportion¬ 
ate share of the benefit which may ac¬ 
crue to the company solely as a result of 
the defense undertaken by the reinsurer. 

§ 1906,33 Krrora am! omi««ion». 

Inadvertent delays, errors, or omissions 
made in connection with any transac¬ 
tion under the contract shall not relieve 
either party from any liability which 
would have attached had such delay, er¬ 
ror. or omission not occurred, provided 
always that such delay, error, or omis¬ 
sion is rectified as soon as possible after 
discovery. 

§ 1906.34 Restriction of benefit*. 

No Member of or Delegate to Congress, 
or Resident Commissioner, shall be ad¬ 
mitted to any share or part of the con¬ 
tract. or to any benefit that may arise 
therefrom; but this provision shall not be 
construed to extend to the contract if 
made with a corporation for its general 
benefit. 

8 1906.33 Participation in • tatewide 
plans. 

<a> No reinsurance shall be offered or 
effective under the contract in any 8tate 
unless there is in effect in such State, on 
the date coverage commences, a continu¬ 
ing statewide plan to make essential 
property insurance more widely avail¬ 
able. and the company is fully participat¬ 
ing in such plan on a risk-bearing basis 
and is certified by the State insurance 
authority as meeting the requirements of 
this i 1906.35. Except with respect to its 
runoff business after ceasing to do busi¬ 
ness within a State, the company shall 
not be eligible for reinsurance under the 
contract in any State in which it is not 
engaged in the direct writing of property 
insurance at the time coverage is re¬ 
quested, or in which it is writing business 
on a nonadmlttcd basis, unless it reports 


such nonadmlttcd business to the State 
insurance authority and participates in 
the statewide plan of such 8tate on the 
basis of such reported business. The com¬ 
pany shall file and maintain with the 
State Insurance authority in each State 
in which it is participating in the state¬ 
wide plan a statement pledging its full 
participation and cooperation in carry¬ 
ing out the plan and shall file a copy of 
each such statement with the reinsurer. 
The company shall not direct any agent, 
broker, or other producer not to solicit 
business through such plans and shall not 
penalize in any way any agent, broker, or 
other producer for submitting applica¬ 
tions for insurance under such plans. The 
company shall also establish and carry 
out an education and public information 
program to encourage agents, brokers, 
and other producers to utilize the pro¬ 
grams and facilities available under such 
statewide plans. 

<b> In the event that the company 
after the inception of the contract volun¬ 
tarily withdraws from any State plan, 
pool, or other facility required by the 
provisions of this section, such with¬ 
drawal shall be deemed to constitute 
cancellation by the company with respect 
to that State as of the effective date of 
the withdrawal. 

§ 1906.36 Limitation* on reinturanrr. 

(a) Reinsurance hereunder shall not 
be applicable to insurance policies sub¬ 
sequently written in a State by the com¬ 
pany after the close of the second full 
regular session of the appropriate State 
legislative body following August 1, 1968, 
if the State has not enacted legislation 
to reimburse the reinsurer, as necessary, 
for the portion of the aggregate losses 
specified in section 1223(a)(1) of the 
National Housing Act (12 U.S.C, 1749 
bbb-9(a)), paid by the reinsurer under 
the contract. 

(b) The reinsurer shall cancel cover¬ 
age, in accordance with the provisions 
of the contract, with respect to any State 
in which— 

(1) The reinsurer has found (after 
consultation with the State insurance 
authority > that (I) it is necessary to have 
a suitable program adopted, in addition 
to required statewide plans, to make es¬ 
sential property insurance available 
without regard to environmental hazards 
and that such a program has not been 
adopted, or (ii) the company is not fully 
participating in the statewide plan; and. 
where it exists, in a State pool or other 
facility; and, where it exists, in any other 
program found necessary to make es¬ 
sential property insurance more readily 
available in the State; or 

(2) Following a merger, acquisition, 
consolidation, or reorganization involv¬ 
ing the company and one or more 
Insurers with or without such reinsur¬ 
ance, the surviving insurer does not meet 
all criteria of eligibility for reinsurance 
and within 10 days pay any reinsurance 
premiums due; or 

(3) The reinsurer has found (after 
consultation with the State Insurance 
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authority) that a statewide plan 1 s not 
complying with the reinsurer's statutory 
or regulatory criteria or has become 
inoperative. 

• c> Notwithstanding the foregoing 
provisions, reinsurance may at the elec¬ 
tion of the company be continued, up to 
and including April 30,1072. for the term 
of such policies and contracts reinsured 
prior to the date of termination of re¬ 
insurance under this ft 1906.36, provided 
the company pays the reinsurance 
premiums in such amounts as may be 
required. For the purposes of this 
ft 1906.36. the renewal, extension, modi¬ 
fication. or other change in a policy or 
contract for which any additional 
premium is charged, shall be deemed to 
be a policy or contract written on the 
date such change was made. 

(d) Reinsurance under the contract 
shall be subject to all of the provisions 
of the Urban Property Protection and 
Reinsurance Act of 1968, 12 UJ3.C. 
1749bbb~1749bbb-21. and to all regula¬ 
tions duly promulgated by the reinsurer 
pursuant thereto prior to the inception 
of any particular coverage provided 
under the contract. 

§ 1906.37 Arbitration. 

(a) If any misunderstanding or dis¬ 
pute arises bet wen the company and the 
reinsurer with reference to the amount 
of premium due, the amount of loss, or 
to any other factual issue under any pro¬ 
vision of the contract, other than as to 
legal liability or Interpretation of law*, 
such misunderstanding or dispute may 
be submitted to arbitration for a deter¬ 
mination which shall be binding only 
upon approval by the reinsurer. The com¬ 
pany and the reinsurer may agree on and 
appoint an arbitrator who shall investi¬ 
gate the subject of the misunderstanding 
or dispute and make his determination. 
If the company and the reinsurer can¬ 
not agree on the appointment of an 
arbitrator, than two arbitrators shall be 
appointed, one to be chosen by the com¬ 
pany and one by the reinsurer. 

<b) The two arbitrators so chosen, if 
they arc unable to reach an agreement, 
shall select a third arbitrator who shall 
act as umpire, and such umpire’s deter¬ 
mination shall become final only upon 
approval by the reinsurer. The company 
and the reinsurer shall bear equally all 
expenses of the arbitration. 

(c> Findings, proposed awards, and 
determinations resulting from arbitra¬ 
tion proceedings carried out tinder this 
ft 1906.37, shall, upon objection by the 
reinsurer or the company, be inadmissi¬ 
ble as evidence in any subsequent pro¬ 
ceedings in any court of competent 
jurisdiction. 

§ 1906.38 Aff«w to book* and record*. 

The reinsurer and tlie Comptroller 
General of the United States, or their 
duly authorized representatives, shall 
have access for the purpose of investi¬ 
gation, audit, and examination to any 
books documents, papers, and records of 
the company that are pertinent to the 
business reinsured under the contract. 
Such audits shall be conducted to tho 


maximum extent feasible In cooperation 
with the State insurance authorities and 
through the use of their examining fa¬ 
culties. The company shall keep records 
which fully disclose all matters pertinent 
to the business reinsured, including pre¬ 
miums and claims paid or payable under 
the contract. Records relating to premi¬ 
ums shall be retained and available for 
three (3) years after final adjustment of 
premiums, and to reinsurance claims 
three <3) years after final adjustment of 
such claims. 

§ 1906.39 Information ami annual »talc- 
rum U. 

The company shall furnish to the re¬ 
insurer such summaries and analyses of 
information in its records as may be nec¬ 
essary to carry out the purposes of the 
Urban Property Protection and Rein¬ 
surance Act of 1968. 12 US.C. 1749bbb— 
1749bbb~21, In such form as the rein¬ 
surer, in cooperation with the State 
insurance authority, shall prescribe; and 
the company shall file with the reinsurer 
a true and correct copy of the company’s 
Fine and Casualty Annual Statement, or 
amendment thereof, as filed with the 
State insurance authority of the com¬ 
pany's domiciliary State, at the time it 
files such statement or amendment with 
the 8tate insurance authority. The com¬ 
pany shall also file with the reinsurer 
an equivalent of page 14 of such annual 
statement for each State in which rein¬ 
surance is provided under the contract. 

PART 1907—STATE REIMBURSEMENT 
REQUIREMENT 

See. 

1907.1 StaU reimbursement requirement In 

general. 

1907.2 Amount of State share. 

1907.3 Timing of State legislation. 

1907.4 Source of State share. 

1907.5 Timing of State payments. 

1907.6 Effect of failure to enact 8tate legis¬ 

lation. 

1907.7 Notification of enactment. 

Authositt: Tho provisions of this Part 1907 
Issued under sec. 7(d). 79 Stat. 670; 42 U.8.O. 
3535(d): sec. 1103. 82 Stat. 566; 12 UJB.C. 
1749bbl>-17. 

§ 1907.1 State reimbursement require¬ 
ment in general. 

(a) Section 1223(a) (1) of the National 
Housing Act (12 US.C, 1749bbb-9). added 
by the Urban Property Protection and 
Reinsurance Act of 1968. hereinafter 
referred to as the “Act," prohibits the 
Secretary of Housing and Urban Develop¬ 
ment from offering riot loss reinsurance 
with respect to any line of insurance in a 
State which does not by thb close of the 
second full regular session of the appro¬ 
priate 8tate legislative body following 
August 1, 1968. adopt legislation, retro¬ 
active to August l. 1968. which enables 
It to reimburse him annually (to the ex¬ 
tent necessary) for a portion of the 
claims he pays in connection with exces¬ 
sive losses which may occur In that State 
with respect to the line of insurance rein¬ 
sured, While In many States no actual 
payment may be required, legislation pro¬ 
viding for such payment, if needed, is re¬ 


quired for the continued provision of 
Federal riot loss reinsurance. 

(b) The minimum lines of insurance 
for which State reimbursement legisla¬ 
tion is required as a condition of con¬ 
tinued Federal reinsurance for any line 
arc: (1) Fire and extended coverage, (2) 
vandalism and malicious mischief. (3) 
other allied lines of fire insurance, (4) 
burglary and theft, and (5) those por¬ 
tions of multiple peril policies covering 
similar perils to those provided in sub- 
paragraphs (1). (2), (3). and (4) of this 
paragraph. Optional lines of insurance 
for which State reimbursement legisla¬ 
tion may be enacted on either a group 
basis or an Individual basis are inland 
marine, glass, boiler and machinery, 
ocean marine, and aircraft physical 
damage. But no line of Insurance will bo 
eligible for Federal reinsurance in any 
State after the specified date unless 
it is included, either explidty or im- 
pliclty, within the State reimbursement 
legislation. 

g 1907.2 Amount of State ilurt. 

(a) The actual State share is limited 
to the amount by which the Secretary’s 
total reinsured losses in the State during 
the current year exceed the total reinsur¬ 
ance premiums received for the same 
year, and such State share is reduced 
by (1) any excess of net reinsurance 
premiums over reinsured losses realized 
from business in that State since the 
year for which reimbursement was last 
required, and (2) any assessments of re¬ 
insured companies made under the Fed¬ 
eral Standard Reinsurance Contract 
with respect to the current year. 

(b) The maximum State share in any 
1 year is an amount equal to 5 percent of 
the aggregate or total property insurance 
premiums earned in the State during the 
calendar year immediately preceding the 
end of the reinsurance oontract year on 
all lines of insurance for which any re¬ 
insurance is provided by the Secretary 
in the State during the contract year, 
regardless of the number of companies 
actually purchasing Federal reinsurance. 

g 1907.3 Timing of Slate legislation. 

To enable companies doing business 
within a State to continue to participate 
in the Federal reinsurance program, the 
State must enact the necessary reim¬ 
bursement legislation by the close of the 
second full regular session of the ap¬ 
propriate State legislative body after 
August 1, 1968, when the Federal Act 
became law. 

§ 1907.4 Source of Slate •Inure. 

Funds for the State share may be 
raised in any constitutional manner con¬ 
sistent with the intent of the Federal Act 
to place appropriate responsibility upon 
tiie State to share in property insurance 
losses resulting from riots or civil dis¬ 
orders. The Federal Act provides that the 
Secretary Is to be reimbursed by the 
State, its political subdivisions, or a gov¬ 
ernmental corporation or fund estab¬ 
lished pursuant to State law. Thus, the 
State share should be financed out of 
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general revenues or In some other man¬ 
ner which broadly distributes the burden 
of property insurance losses resulting 
from riots or civil disorders. 

§ 1907.5 Timing of State payment*. 

It is not required that funds for the 
State share be made available in advance 
of the year in which the losses occur. 
However, the State legislation must pro¬ 
vide for a method of financing the State 
share which will assure timely reimburse¬ 
ment of the Secretary. It is anticipated 
that notification by the Secretary as to 
the amount of the State share due with 
respect to losses in any given year will 
not be made until the third quarter of 
the succeeding year. The State payment 
will be due and payable approximately 
60 to 00 days thereafter. 

§ 1907.6 Effect of failure to mart State 
legislation. 

If appropriate legislation is not en¬ 
acted in a given 8tate within the time 
specified, no Federal reinsurance may 
thereafter be offered or made applicable 
to insurance policies written in that State 
until such legislation is enacted. How¬ 
ever. Federal reinsurance on insurance 
policies written prior to the specified date 
for the enactment of the State's reim¬ 
bursement legislation may be continued 
for the remainder of the current Federal 
contract year, which ends on April 30. 

§ 1907.7 Notification of enactment. 

In order to prevent unnecessary lapses 
in Federal reinsurance coverage, each 
State insurance authority is requested 
promptly to notify the Federal Insurance 
Administrator. Department of Housing 
and Urban Development. Washington. 
D.C. 20410, of the date on which the 
State's reimbursement legislation is ef¬ 
fective and to provide him with a copy of 
the enacted legislation. 

SUBCHAPTER B—NATIONAL R.OOD INSURANCE 
PROGRAM 

PART 1909—GENERAL PROVISIONS 

Svbpart A—Geoerol 

See. 

1009.1 Definitions. 

1900 2 Description of program. 

1909 2 Emergency program. 

Swbparf B— Eligibility Requirements 

1909.21 Purpose of subpart. 

1909 22 Prerequisites for the sale of flood 
insurance. 

1909.23 Priorities for the sale of flood in¬ 
surance under the regular 
program. 

1009-24 Suspensions of community 
eligibility. 

Authoiity: The provisions of this Port 
1909 issued under sec. 7(d), 79 Stat. 670; 42 
US.C. 3535(d); sec. 1306. 82 SUt. 575; 42 
U.S.C. 4013: sec. 1361, 82 SUt. 587; 42 US.O. 
4102. 

Subparf A—General 
g 1909.1 Definition*. 

As used in this subchaptor— 
“Accounting period" means any an¬ 
nual period during which the agreement 
is In effect, commencing on July 1 and 
ending on June 30. Each accounting 
period under the agreement applies sep¬ 


arately to the insurance premiums pay¬ 
able, losses incurred, premium equaliza¬ 
tion and reinsurance payments due. and 
operating coots and allowances attribut¬ 
able with respect to all policies issued 
under the program during the account¬ 
ing period. 

“Act" means the National Flood In¬ 
surance Act of 1968, os amended. 42 
UB.C. 4001-4127. 

“Actuarial rates" means the risk pre¬ 
mium rates, estimated by the Adminis¬ 
trator for individual communities pur¬ 
suant to studies and investigations 
undertaken by him in accordance with 
section 1307 of the Act in order to pro¬ 
vide flood insurance In accordance with 
accepted actuarial principles. Actuarial 
rates also contain provision for operating 
costs and allowances. 

“Actuarial rate zone" means a zone 
identified on a Flood Insurance Rate Map 
as subject to a specified degree of flood or 
mudslide hazards, to which a particular 
set of actuarial rates applies. 

“Administrator" means the Federal 
Insurance Administrator, to whom the 
Secretary has delegated the administra¬ 
tion of the program (34 F.R. 2680-81. 
Feb 27,1969). 

“Affiliates'* means two or more asso¬ 
ciated business concerns which are or 
can be directly or indirectly controlled 
by one or more of the affiliates or by a 
third party. 

“Agreement” means the contract en¬ 
tered into for any accounting period by 
and between the Administrator and the 
Association whereby the Association will 
provide policies of flood insurance under 
the program within designated areas and 
will adjust and pay claims for losses aris¬ 
ing under such policies. The agreement 
is renewed automatically with respect to 
each subsequent accounting period unless 
either the Administrator or the Associ¬ 
ation gives the other written notice of 
intention to terminate on or before Jan¬ 
uary 31 of the then current accounting 
period. 

"Applicant" means a community whose 
legislative body has indicated a desire to 
participate in the National Flood Insur¬ 
ance Program. 

“Association" means the National 
Flood Insurers Association and. as the 
context may indicate, the insurance pool 
composed of two or more of its members 
or any member acting for or on behalf 
of the Association under the agreement. 

“Chargeable rates" means the reason¬ 
able premium rates, estimated by the 
Administrator in accordance with section 
1308 of the Act, which are established 
in order to encourage the purchase of 
flood insurance. 

“Coastal high hazard area" means the 
portion of a coastal flood plain having 
special flood hazards that is subject to 
high velocity waters, including hurricane 
wave wash and tsunamis. 

“Community” means any State or po¬ 
litical subdivision thereof with author¬ 
ity to adopt and enforce land use and 
control measures for the areas within 
its jurisdiction. 

“Criteria" means the comprehensive 
criteria for land use and control meas¬ 


ures developed under section 1361 of the 
Act for tlie purposes set forth in 
1910.21 and 1910.42 of this subchapter. 

“Deductible" means the fixed amount 
or percentage of any loss not covered by 
an insurance policy. The amount of the 
deductible must be exceeded before in¬ 
surance coverage takes effect. 

“Department" means the US. Depart¬ 
ment of Housing and Urban Develop¬ 
ment. 451 Seventh Street SW., Washing¬ 
ton, DC 20410. 

•'Dwelling" or “dwelling property" 
means a structure designed for the occu¬ 
pancy of from one to four families, in¬ 
cluding such a building while in the 
course of construction, alteration, or re¬ 
pair, but docs not include building mate¬ 
rials or supplies intended for use in such 
construction, alteration, or repair, unless 
such materials or supplies are within an 
enclosed building on the premises. 

“Eligible community" means a com¬ 
munity in which the Administrator lias 
authorized the sale of flood insurance 
under the program. 

“Emergency Flood Insurance Map" 
means an official map on which the Ad¬ 
ministrator has delineated one or more 
areas eligible for the sale of insurance 
under the Emergency Flood Insurance 
Program. 

“Emergency Flood Insurance Pro¬ 
gram" or “emergency program" means 
tlic National Wood Insurance Program 
authorized by the Act, as implemented 
on an emergency basis and without the 
need for individual community rate¬ 
making studies, in accordance with sec¬ 
tion 1336 of the Act. 42 UJ3.C. 4056. 

“Flood" or "flooding" means a general 
and temporary condition of partial or 
complete inundation of normally dry 
land areas from (a) the overflow of 
streams, rivers, or other inland water, 
or <b> abnormally high tidal water on 
rising coastal waters resulting from 
severe storms, hurricanes, or tsunamis. 

"Flood Hazard Boundary Map" means 
an official map or plat of a community, 
issued or approved by the Administrator, 
on which the boundaries of the flood 
plain and/or mudslide areas having spe¬ 
cial hazards have been drawn. This map 
must conform to the Special Flood Haz¬ 
ard Map and be of sufficient scale and 
clarity to permit the ready identification 
of individual building sites as either 
within or without the area having spe¬ 
cial flood hazards. 

"Flood Insurance" means insurance 
coverage for both floods and mudslides 
under the program. 

Flood Insurance Rate Map" means an 
official map of a community, on which 
the Administrator has delineated the area 
in which flood insurance may be sold 
under the regular flood insurance pro¬ 
gram and the actuarial rate zones appli¬ 
cable to such area. 

"Flood plain" or “flood-prone area" 
means a land area adjoining a river, 
stream, watercourse, ocean, bay, or lake, 
which is likely to be flooded. 

“Flood plain area having special flood 
hazards" means that maximum area of 
the flood plain that, on the average, is 
likely to be flooded once every 100 years 
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(l.e., that has a 1-percent chance of 
being flooded each year). 

“Flood plain management” means the 
operation of an overall program of cor¬ 
rective and preventive measures for re¬ 
ducing flood damage, including but not 
limited to emergency preparedness plans, 
flood control works, and land use and 
control measures. 

“Floodprooftng” means any combina¬ 
tion of structural and nonstructural ad¬ 
ditions. changes, or adjustments to prop¬ 
erties and structures which reduce or 
eliminate flood damage to lands, water 
and sanitary facilities, structures, and 
contents of buildings. 

“Floodway” means the channel of a 
river or other watercourse and the ad¬ 
jacent land areas required to carry and 
discharge a flood of a given magnitude. 

“Floodway encroachment lines” means 
the lines marking the limits of flood ways 
on official Federal. 8tate, and local flood 
plain maps. 

“Insurance adjustment organization” 
means any organization or person en¬ 
gaged in the business of adjusting loss 
claims arising under insurance policies 
issued by an insurance company or other 
insurer. 

“Insurance company” or “Insurer” 
means any person or organization au¬ 
thorized to engage in the insurance 
business under the laws of any State. 

”Land use and control measures” 
means zoning ordinances, subdivision 
regulations, building codes, health regu¬ 
lations. and other applications and ex¬ 
tensions of the normal police i>ower. to 
provide standards and effective enforce¬ 
ment provisions for the prudent use and 
occupancy of flood-prone and mudslide 
areas. 

“Mudslide” means a general and tem¬ 
porary movement down a slope of a mass 
of rock or soil, artificial fill, or a com¬ 
bination of these materials, caused or 
precipitated by the accumulation of 
water on or under the ground. 

“Mudslide area” or “mudslide-prone 
area” means an area characterized by 
unstable slopes and land surfaces, whose 
history, geology, soli and bedrock struc¬ 
ture. and climate Indicate a potential for 
mudslides. 

“Mudslide area having special mud¬ 
slide hazards” means a mudslide area 
with a high potential for mudslides. 

“Mudslide area management” means 
the operation of an overall program of 
corrective and preventive measures for 
reducing mudslide damage. Including but 
not limited to emergency preparedness 
plans, mudslide control works, and land 
use and control measures. 

“National Flood Insurers Association” 
Is the Association sponsoring the indus¬ 
try flood insurance pool formed In ac¬ 
cordance with sections 1331 and 1332 of 
the Act (see “Agreement” and “Associa¬ 
tion”). The Association headquarters is 
located at 160 Water Street, New York. 
NY 10038. 

“100-year flood” means the highest 
level of flooding that, on the average, is 
likely to occur once every 100 years (i.e., 
that has a 1-pcrcent chance of occurring 
each year). 
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“Person” include® any individual or 
group of Individuals, corporation, part¬ 
nership, association, or any other orga¬ 
nized group of persons. Including State 
and local governments and agencies 
thereof. 

•‘Policy” means the Standard Flood 
Insurance policy. 

“Policyholder premium” means the 
total insurance premium payable by th6 
insured for the coverage or coverages 
provided under the policy. The calcula¬ 
tion of the policyholder premium may be 
based upon either chargeable rates or 
actuarial rates, or a combination of both. 

“Program” means the overall National 
Flood Insurance Program authorized by 
the Act, including Its required coordina¬ 
tion with land management programs in 
flood-prone areas under both the 1968 
Act <regular program) and the 1969 
amendment adding section 1336 ( emer¬ 
gency program) to the Act. 

“Secretary” means the Secretary of 
Housing and Urban Development. 

“Small business” means a concern 
which together with its affiliates does not 
haw assets exceeding $5 million, does not 
have a net worth In excess of $2^ mil¬ 
lion, and does not have an average net 
Income after Federal income taxes for 
the preceding 2 fiscal years In excess of 
$250,000 (average net Income to be com¬ 
puted without benefit of any carryover 
loss», 

“Small business property” means a 
structure owned or leased and operated 
by a small business. Including hotels and 
motels primarily used for transient occu¬ 
pancy of less than 6 months but ex¬ 
cluding ail otlier residential properties. 
The term Includes such a structure while 
in the course of construction, alteration, 
or repair, but does not Include building 
materials or supplies intended for use in 
such construction, alteration, or repair, 
unless such materials or supplies are 
within an enclosed building on the 
premises. 

“Special Flood Hazard Map” means 
the official map designated by the Ad¬ 
ministrator to identify (a) flood plain 
areas having special flood hazards, and/ 
or <b» mudslide areas having special 
mudslide hazards. 

“Standard Flood Insurance Policy” 
means a standard contract or policy by 
means of which flood Insurance coverage 
under the program is made available to 
an insured by the Association. The form 
of the policy, as well as its terms and 
conditions, is approved by the admin¬ 
istrator and is uniform with respect to 
all areas. 

“Start of construction” means the first 
placement of permanent construction on 
a site, such as the pouring of slabs or 
footings or any work beyond the stage of 
excavation. For a structure without a 
basement or poured footings, the start 
of construction includes the first perma¬ 
nent framing or assembly of the struc¬ 
ture or any part thereof on its pilings or 
foundation, or the affixing of any pre¬ 
fabricated structure or mobile home to 
its permanent site. Permanent construc¬ 
tion does not Include land preparation, 
land clearing, grading, filling; excava¬ 


tion for basement, footings, piers, or 
foundations: erection of temporary 
forms; the Installation of piling under 
proposed subsurface footings; installa¬ 
tion of sewer, gas. and water pipes, or 
electric or other service lines from the 
street; or existence on the property of 
accessory buildings, such as garages or 
sheds not occupied as dwelling units or 
not a part of the main structure. 

“State” means the several States, the 
District of Columbia, the territories and 
possessions, the Commonwealth of Puerto 
Rico, and the Trust Territory of the 
Pacific Islands. 

“Substantial improvement” means any 
repair, reconstruction, or Improvement of 
a structure, the cost of which equals or 
exceeds 50 percent of the actual cash 
value of the structure either <a> before 
the improvement Is started, or (b) if the 
structure has been damaged and is being 
restored, before the damage occurred 
Substantial Improvement Is started when 
the first alteration of any structural part 
of the building commences. 

“Water surface elevation” means the 
heights in relation to Mean Sea Level 
expected to be reached by floods of vari¬ 
ous magnitudes and frequencies at perti¬ 
nent points in the flood plains of coastal 
or riverine areas. 

§ 1900.2 Description of program. 

(a) The National Flood Insurance Act 
of 1968 was enacted by title Xin of the 
Housing and Urban Development Act of 
1968 (Public Law 90-448, August 1, 1968' 
to provide previously unavailable flood 
insurance protection to property owners 
in flood-prone areas. Mudslide protection 
was added to the program by the Housing 
and Urban Development Act of 1969 
(Public Law 91-152, December 24, 1969). 
The program operates through an insur¬ 
ance industry pool under the auspices of 
the National Flood Insurers Association, 
by means of a Federal subsidy to make up 
the difference between actuarial rates 
and the rates actually charged to con¬ 
sumers for the protection provided. In 
many cases, the Federal subsidy amounts 
to more than 90 percent of the cost of the 
insurance. 

(b) In order to qualify for the sale of 
federally subsidized flood insurance be¬ 
fore December 31, 1971. a community 
must agree to adopt and enforce ade¬ 
quate land use and control measures, 
consistent with Federal criteria (set 
forth in Part 1910 of this subchapter) 
by that date. Such measures must be 
designed to reduce or avoid future flood 
or mudslide damage and include effective 
enforcement provisions. Federal flood in¬ 
surance may not be sold after Decem¬ 
ber 31, 1971, In any community that has 
not by that date adopted the required 
local ordinances. 8ecUon 1909.24 provides 
for the reinstatement of eligibility in 
communities that adopt such measures 
after that date. 

(c) Communities that do not initially 
qualify for the sale of insurance by De¬ 
cember 31. 1971, must adopt and sub¬ 
mit the required land use and control 
measures to the Administrator as part 
of their application. If the measures 
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submitted appear to be consistent with 
Subpart A of Part 1910 of this subcliap- 
tcr, they will be accepted, subject to more 
detailed subsequent review and/or the 
availability of additional technical infor¬ 
mation. 

(d) Minimum requirements for ade¬ 
quate land use and control measures 
are set forth In l 1910.3 of this subchap¬ 
ter for flood-prone areas and in 
$ 1910.4 of this subchapter for mud¬ 
slide areas. Each community must meet 
the applicable requirements, which are 
based on the amount of technical infor¬ 
mation available to the community. A 
flood-prone community must control de¬ 
velopment within the area of the 100- 
year flood unless it is determined for 
good cause that such a standard would 
not be economically and socially desirable 
and would unreasonably curtail its fu¬ 
ture growth and vitality. If the commu¬ 
nity In good faith makes such a 
determination. It must submit the ordi¬ 
nances It has adopted, together with eco¬ 
nomic and technical justification for the 
lesser standards they contain, to the 
Administrator for his review in accord¬ 
ance with i 1910.5 of this subchap tor. If 
the Administrator does not concur in the 
community's determinations, he will 
inform the community of the modifica¬ 
tions it must make in its measures and 
give it a specified period of time to 
make the required modifications. During 
this period the community's eligibility 
for the sale of fiood insurance will be 
unaffected. 

§ 1909.3 Emergency program. 

The 1968 Act required a ratemaking 
study to be undertaken for each com¬ 
munity before it could become eligible 
for the sale of fiood insurance. Since 
this requirement resulted in a delay in 
providing insurance, the Congress. In 
section 408 of the Housing and Urban 
Development Act of 1969 (Public Law 
91-152. December 24. 1969 >, established 
an Emergency Flood Insurance Pro¬ 
gram as a new section 1336 of the Na¬ 
tional Flood Insurance Act (42 U.S.C. 
4056) to permit the early sale of insur¬ 
ance in flood-prone communities. The 
emergency program (which was author¬ 
ised for the 2-year period ending De¬ 
cember 31, 1971) does not affect the re¬ 
quirement that a community must adopt 
adequate land use and control measures 
but permits insurance to be sold before 
a study is conducted to determine actu¬ 
arial rates for the community. The 
amended program still requires the 
charging of actuarial rates for higher 
limits of coverage for existing structures 
and for all new construction in areas 
having special flood and/or mudslide 
hazards. After December 31, 1971, under 
existing law. no properties can be newly 
Insured or have policies renewed except 
those in communities for which actuarial 
rates are available. 

Subpart B— Eligibility Requirements 
§ 1909.21 Purpose* of nubpart. 

This subpart lists actions that must be 
taken by a community to become eli¬ 


gible and to remain eligible for the flood 
Insurance program. 

§ 1909.22 PrrrrquUile* for the Mile of 
flood iiuuranrf. 

(a) In order to qualify for Federal 
flood insurance a community must apply 
for eligibility for the entire area within 
its Jurisdiction, and must submit— 

(1) Copies of official legislative and 
executive actions indicating a local 
need for flood insurance and an explicit 
desire to participate in the Federal Flood 
Insurance Program; 

(2) Citations to State and local stat¬ 
utes and ordinances authorizing Actions 
regulating land use and copies of the 
local laws and regulations cited; 

«3> A summary of State and local 
public and private flood plain or mud¬ 
slide area management measures, if any, 
that have been adopted for the flood 
plain areas and/or mudslide areas in the 
community. This submission may be in 
any suitable form, but should list or en¬ 
close copies of easements, zoning, build¬ 
ing, and subdivision regulations, health 
codes, and other corrective and preven¬ 
tive measures Instituted to reduce or 
prevent flood or mudslide damage; 

<4) A large-scale map of the entire 
area under the community's Jurisdiction, 
identifying local flood plain areas and 
mudslide areas, if any, and showing the 
names of rivers, bays, gulfs, lakes, and 
similar bodies of water that cause floods; 

<5* A brief summary of the communi¬ 
ty's history of flooding and/or mudslides 
and the characteristics of its flood plain 
and/or mudslide areas. If available, in¬ 
cluding the locations of any known high 
water marks and/or mudslide occur¬ 
rences. A current flood plain informa¬ 
tion report prepared by the Uj 9. Army 
Corps of Engineers or a similar report 
will satisfy the requirement* of this sub- 
paragraph and the preceding subpara¬ 
graph with respect to flood plain areas; 

(6) A clean map of the community, 
preferably in black and white, clearly 
delineating its corporate limits, which 
can be reproduced for publication. If the 
best available map is copyrighted, a let¬ 
ter of release must be obtained; 

(7) A list of the incorporated com¬ 
munities within the applicant's bounda¬ 
ries (if the application is made on behalf 
of a county or a political subdivision con¬ 
taining more than one incorporated com¬ 
munity) ; 

<8> Estimates relating to flood-prone 
area concerning; 

(i) Population. 

<il) Number of one to four family 
residences. 

(iii) Number of small businesses; 

(9> Address of a local repository, such 
as a municipal building, where the flood 
insurance and flood hazard maps will be 
made available for public inspection; 

(10) If applying before December 31, 
1971, a commitment to adopt by that date 
and maintain in force for areas having 
special flood and/or mudslide hazards 
adequate land use and control measures 
with effective enforcement provisions 
consistent with the criteria set forth in 
Part 1910 of this subchapter; 


(11) If applying after December 31. 
1971, a copy of the land use and control 
measures the community has adopted in 
order to meet the requirements of 
11910.3 and/or $ 1910.4 of this sub¬ 
chapter; 

(12) A commitment to recognize and 
duly evaluate flood and/or mudslide 
hazards in all official actions relative to 
land use in the areas having special flood 
and/or mudslide hazards and to tAke 
such other official action as may be 
reasonably necessary to carry out the 
objectives of the program; and 

(13) A commitment to; 

(i> Delineate or assist the Administra¬ 
tor, at his request, in delineating the 
limits of the areas having special flood 
and/or mudslide hazards on available 
local maps of sufficient scale to Identify 
the location of building sites; 

(10 Provide such Information as the 
Administrator may request concerning 
present uses and occupancy of the flood 
plain and/or mudslide area; 

(iii) Maintain for public inspection and 
furnish upon request, with respect to 
each area having spccJaJ flood hazards. 
Information on elevations (in relation 
to mean sea level) of the lowest floors 
of all new or substantially Improved 
structures and, where there U a base¬ 
ment. the distance between the first 
floor and the bottom of the lowest open¬ 
ing where water flowing on the ground 
will enter; and 

dv) Cooperate with Federal, State, and 
local agencies and private firms which 
undertake to study, survey, map, and 
identify flood plain or mudslide areas, 
and cooperate with neighboring com¬ 
munities with respect to management 
of adjoining flood plain and/or mudslide 
areas in order to prevent aggravation of 
existing hazards; 

ib) An applicant must also legis¬ 
latively— 

<1) Appoint or designate an agency 
or official with the responsibility, au¬ 
thority, and means to implement the 
commitments made In paragraph (a) 
of this section; and 

(2) Designate an official responsible 
to submit, on each anniversary date of 
the community’s initial eligibility, an 
annual report to the Administrator on 
the progress made during the past year 
within the community In the develop¬ 
ment and implementation of flood plain 
and/or mudslide area management 
measures. 

(c) The documents required by para¬ 
graph (a) of this section and evidence 
of the actions required by paragraph (b) 
of this section must be submitted to the 
Federal Insurance Administrator. De¬ 
partment of Housing and Urban Develop¬ 
ment, 451 Seventh Street SW„ Washing¬ 
ton, DC 20410. 

§ 1909.23 Priorities for the *ale of flood 
insurance under the regular pro¬ 
gram. 

Communities which comply with the 
requirements of * 1909.22 are placed on 
a register of areas eligible for rritemak¬ 
ing studies and will be selected from this 
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register for ratemaking studies on the 
basis of the following considerations— 

(a) Location of community and 
urgency of need for flood Insurance; 

<b) Population of community and In¬ 
tensity of existing or proposed develop¬ 
ment of the flood plain and/or the mud¬ 
slide area; 

(c) Availability of information on the 
community with respect to its flood and/ 
or mudslide characteristics and previous 
losses; 

(d) Recommendations of State officials 
as to communities within the State which 
should have priorities in flood insurance 
availability; and 

(e) Extent of State and local progress* 
In flood plain and/or mudslide area man¬ 
agement. including actual adoption of 
land use and control regulations con¬ 
sistent with related ongoing programs in 
the area. 

§ 1909.24 Sunpesuiiont of comm unify 

eligibility. 

(a) A community eligible for the sale 
of flood Insurance which fails to provide 
official notice to the Administrator by 
December 31. 1971. that it has adopted 
land use and control measures for Its 
flood-prone and mudslide-prone areas in 
accordance with the requirements of 
Subpart A of Part 1910 of this subchap¬ 
ter shall automatically lose its eligiblity 
at midnight on that date. A community 
which provides such official notice but 
fails to submit the required land use and 
control measures to the Administrator 
by January 15. 1972, for review shall 
automatically lose its eligibility at mid¬ 
night on that date. The community's 
eligibility shall remain terminated until 
the land use and control measures have 
been received by the Administrator. 

(b) The Administrator shall promptly 
notify the Association of those communi¬ 
ties whose eligibility has been suspended, 
and the Association shall promptly so 
notify its servicing companies. Flood in¬ 
surance shall not be sold or renewed In 
any suspended community until the As¬ 
sociation is subsequently notified by the 
Administrator of the date of the com¬ 
munity's formal reinstatement. Policies 
sold or renewed within a community dur¬ 
ing a period of ineligibility shall be 
deemed void and unenforceable whether 
or not the parties to the sale or renewal 
had actual notice of the ineligibility. 

(c> Communities eligible for the sale 
of flood Insurance after December 31. 
1971. shall not thereafter lose their eligi¬ 
bility because of the inadequacy of the 
land use and control measures they have 
adopted except upon 30 days* prior writ¬ 
ten notice and publication in the Fed¬ 
eral Register. 

PART 1910—CRITERIA FOR LAND 
MANAGEMENT AND USE 

Subpart A—Requirement* for Land Uve and 
Control Measure* 

Sec. 

1010.1 Purpose of tubparL 

1910.2 Minimum compliance with land 

management criteria. 

1910.3 Required land use and control 

measures for flood-prone area*. 


Sec. 

1910.4 Required land use and control 
measure* for mudslide arras. 

1910.6 Exceptions because of local 
conditions. 

1910.6 Revisions of criteria for land use 
and control. 

Subpart 6—Additional Considerations In Man¬ 
aging Flood* Prone and Mudsllde*Prone Area* 

1910.21 Purpose of subpart. 

1910.22 State and local development goals. 

1910.23 Planning considerations for flood- 

prone areas. 

1910.24 Planning considerations for mud- 

slide-prone areas. 

1010.25 Stave coordination. 

1910.26 Local coordination. 

Authority: The provisions of this Part 
1910 Issued under 7(d). 79 Slat. 670; 42 U.S.C. 
3636(d); see. 1300. 82 Stat. 676; 42 U.8.C. 
4013; sec. 1301. 82 Stat. 587; 42 U.8.C. 4102. 

Subpart A—Requirements for Land 
Use and Control Measures 
§1910.1 Purpose of suhparl. 

(a) Section 1315 of the Act prorides 
that flood insurance shall not be sold or 
renewed under the program within a 
community after December 31. 1971. 
unless the community has adopted ade¬ 
quate land use and control measures con¬ 
sistent with Federal criteria. Responsi¬ 
bility for establishing such criteria is 
delegated to the Administrator. 

<b> This subpart sets forth the cri¬ 
teria developed in accordance with sec¬ 
tion 1361 of the Act by which the 
Administrator will determine the ade¬ 
quacy of a community's land use and 
control measures. These measures must 
be applied uniformly throughout the 
community to all privately and publicly 
owned land within flood-prone or mud¬ 
slide areas. Except as otherwise provided 
in I 1910.5. the adequacy of such meas¬ 
ures shall be determined on the basis of 
the standards set forth in f 1910.3 for 
flood-prone areas and in | 1910.4 for 
mudslide areas. 

(c> Nothing In this subpart shall be 
construed as modifying or replacing the 
general requirement that all eligible com¬ 
munities must take into account flood 
and mudslide hazards, to the extent that 
they are known. In ail official actions re¬ 
lating to land use and control. 

§ 1910.2 Minimum compliance with 
land management criteria- 

(a) A flood-prone community which 
becomes eligible for sale of flood Insur¬ 
ance prior to December 31, 1971. must 
have land use and control measures in 
effect by that date which at least meet 
the requirements of 5 1910.3(a) in order 
to remain eligible after that date. In ad¬ 
dition. the community must meet the 
respective requirements of 5 1910.3 (b), 

(c), (d>. or (e) within 6 months from 
the date It receives the data required for 
compliance with the applicable para¬ 
graph or by December 31, 1971, which¬ 
ever is later. 

(b) A flood-prone community apply¬ 
ing for flood insurance eligibility after 
December 31.1971, must meet the stand¬ 
ards of 5 1910.3(a) in order to become 
eligible. Thereafter, the community will 


be given a period of 6 months from the 
date it receives the data set forth in 
11910.3 (b). (c). <d>, or <e> In which 
to meet the requirements of the appli¬ 
cable paragraph. 

(c) A mudslide-prone community 
which becomes eligible for sale of flood 
insurance prior to December 31, 1971, 
must have land use and control measures 
in effect by that date which meet the 
requirements of 5 1910.4(a) to remain 
eligible after that date. In addition, the 
community must meet the requirements 
of 5 1910.4(b) within 6 months after the 
date its mudslide areas having special 
mudslide hazards are delineated or by 
December 31. 1971, whichever Ls later. 

(d) A mudslide-prone community ap¬ 
plying for flood insurance eligibility after 
December 31.1971, must meet the stand¬ 
ards of 5 1910.4(a) in order to become 
eligible for such insurance. Thereafter, 
the community will be given a period of 
6 months from the date the mudslide 
areas having special mudslide hazards 
are delineated in which to meet the re¬ 
quirements of 5 1910.4(b). 

<e> Communities identified in Part 
1915 of this subchapter as containing 
both flood plain areas having special 
flood hazards and mudslide areas having 
special mudslide hazards must adopt 
land use and control measures for each 
type of hazard consistent with the re¬ 
quirements of 55 1910.3 and 1910.4. 

(f) Local flood and mudslide land use 
and control measures should be sub¬ 
mitted to the State coordinating agency 
designated pursuant to $ 1910.25 for its 
advice and concurrence. The submission 
to the State should clearly describe pro¬ 
posed enforcement procedures. 

(g) The community official responsible 
for submitting annual reports to the Ad¬ 
ministrator pursuant to 5 1909.22(b)(2) 
of this subchapter shall also submit 
copies of each annual report to any State 
coordinating agency and to other appro¬ 
priate State and local bodies, and shall 
inform the Administrator of the agen¬ 
cies to which the annual reports are sent. 

§ 1910.3 Required lnn«l uw and con¬ 
trol mcAMirca for flood-prone area* 1 . 

The Administrator generally will pro¬ 
vide the data upon which land use and 
control measures must be based. If the 
Administrator has not provided suffi¬ 
cient data to furnish a basis for these 
measures in a particular community, the 
community may initially use hydrologic 
and other data obtained from other Fed¬ 
eral or State agencies or from consulting 
services, pending receipt of data from 
the Administrator. However, when spe¬ 
cial hazard area designations and water 
surface elevations have been furnished 
by the Administrator, they shall apply. In 
all cases the minimum requirements gov¬ 
erning the adequacy of the land use and 
control measures for flood-prone areas 
adopted by a particular community de¬ 
pend on the amount of technical data 
formally provided to the community by 
the Administrator. Minimum standards 
for communities are as follows: 

(a) When the Administrator has de¬ 
clared an entire community a flood plain 
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area having special flood hazards and 
has not defined the special flood hazard 
areas more precisely, has not provided 
water surface elevation data, and has not 
provided sufficient data to indentify the 
floodway or coastal high hazard area, the 
community must— 

<1) Require building permits for all 
proposed construction or other improve¬ 
ments In the community; 

(2) Review all building permit appli¬ 
cations for new construction or substan¬ 
tial improvements to determine whether 
proposed building sites will be reasonably 
safe from flooding. If a proposed building 
site is in a location that has a flood 
hazard, any proposed new construction 
or substantial Improvement (including 
prefabricated and mobile homes) must 

(i) be designed (or modified) and 
anchored to prevent flotation, collapse, 
or lateral m o vement of the structure. (11) 
use construction materials and utility 
equipment that are resistant to flood 
damage, and (111) use construction 
methods and practices that will minimize 
flood damage; 

(3) Review subdivision proposals and 
other proposed new developments to as¬ 
sure that (i) all such proposals are con¬ 
sistent with the need to minimize flood 
damage. (U) all public utilities and fa¬ 
cilities. such as sewer, gras, electrical, and 
water systems are located, elevated, and 
constructed to minimize or eliminate 
flood damage, and till) adequate drain¬ 
age is provided so as to reduce exposure 
to flood hazards; and 

(4) Require new' or replacement water 
supply systems and/or sanitary sewage 
systems to be designed to minimize or 
eliminate infiltration of flood waters into 
the systems and discharges from the sys¬ 
tems into flood waters, and require on¬ 
site waste disposal systems to be located 
so as to avoid impairment of them or 
contamination from them during 
flooding. 

<b> When the Administrator has iden¬ 
tified the flood plain area having special 
flood hazards, but has produced neither 
water surface elevation data nor data 
sufficient to identify the flood way or 
coastal high hazard area, the minimum 
land use and control measures adopted 
by the community for the flood plain 
must— 

(1) Take into account flood plain man¬ 
agement programs. If any, already in ef¬ 
fect In neighboring areas; 

(2) Apply at a minimum to all areas 
identified by the Administrator as flood 
plain areas having special flood hazards; 

(3) Provide that within the flood plain 
area having special flood hazards, the 
laws and ordinances concerning land use 
and control and other measures designed 
to reduce flood losses shall take prece¬ 
dence over any conflicting laws, ordi¬ 
nances, or codes; 

44) Require building permits for all 
proposed construction or other improve¬ 
ments in the flood plain area having 
special flood hazards. 

t5) Review building permit applica¬ 
tions for major repairs within the flood 
Plain area having special flood hazards 
to determine that the proposed repair 


(i) uses construction materials and 
utility equipment that are resistant to 
flood damage, and (ii) uses construction 
methods and practices that will minimize 
flood damage; 

<fl) Review building permit applica¬ 
tions for new construction or substantial 
Improvements within the flood plain area 
having special flood hazards to assure 
that the proposed construction (includ¬ 
ing prefabricated and mobile homes) (i) 
is protected against flood damage. (11) is 
designed (or modified) and anchored to 
prevent flotation, collapse or lateral 
movement of the structure, (iii) uses 
construction materials and utility equip¬ 
ment that are resistant to flood damage, 
and (iv) uses construction methods and 
practices that will minimize flood 
damage; 

(7) Review subdivision proposals and 
other proposed new developments to as¬ 
sure that (i> all such proposals are con¬ 
sistent with the need to minimize flood 
damage, (ii) all public utilities and fa¬ 
cilities. such as sewer, gas. electrical, and 
winter systems are located, elevated, and 
constructed to minimize or eliminate 
flood damage, and (U) adequate drain¬ 
age is provided so as to reduce exposure 
to flood hazards; and 

(8) Require new or replacement water 
supply systems and 'or sanitary sewage 
systems to be designed to minimize or 
eliminate infiltration of flood waters into 
the systems and discharges from the sys¬ 
tems into flood waters, and require on¬ 
site waste disposal systems to be located 
so as to avoid impairment of them or 
contamination from them during flood¬ 
ing. 

(c) When the Administrator has iden¬ 
tified the flood plain area having special 
flood hazards, and has provided water 
surface elevations for the 100-year flood, 
but has not provided data sufficient to 
identify the floodway or coastal high 
hazard area, the minimum land use and 
control measures adopted by the com¬ 
munity for the flod plain must— 

(1) Meet the requirements of para¬ 
graph (b) of this section; 

(2) Require new construction or sub¬ 
stantial improvements of residential 
structures within the area of special 
flood hazards to have the lowest floor 
(including basement) elevated to or 
above the level of the 100-year flood; 

(3) Require new construction or sub¬ 
stantial improvements of non-residential 
structures within the area of special flood 
hazards to have the lowest floor (includ¬ 
ing basement) elevated to or above the 
level of the 100-year flood or, together 
with attendant utility and sanitary facili¬ 
ties. to be flood proofed up to the level of 
the 100-year flood: and 

<4> In riverine situations, provide that 
until a flood way has been designated, no 
use, including land fill, may be permitted 
within the flood plain area having special 
flood hazards unless the applicant for the 
land use lias demonstrated that the pro¬ 
posed use. when combined with all other 
existing and anticipated uses, will not in¬ 
crease the water surface elevation of the 
100-year flood more than 1 foot at any 
point 


<d> When the Administrator has iden¬ 
tified the riverine flood plain area having 
special flood hazards, has provided water 
surface elevation data for the 100-year 
flood, and has provided floodway data, 
the land use and control measures 
adopted by the community for the flood 
plain must— 

(1) Meet the requirements of para¬ 
graph <b) of this section; 

(2) Require new construction or sub¬ 
stantial improvements of residential 
structures within the area of special flood 
hazards to have the lowest floor (includ¬ 
ing basement) elevated to or above the 
level of the 100-year flood. 

(3) Require new construction or sub¬ 
stantial improvements of nonresidential 
structures within the area of special 
flood hazards to have the lowest floor 
(including basement) elevated to or 
above the level of the 100-year flood or. 
together with attendant utility and 
sanitary facilities, to be floodproofed up 
to the level of the 100-year flood; 

(4) Designate a floodway for passage 
of the water of the 100-year flood. The 
selection of the flood way shall be based 
on the principle that the area chosen for 
the floodway must be designed to carry 
the waters of the 100-year flood, with¬ 
out increasing the water surface ele¬ 
vation of that flood more than 1 foot at 
any point: 

(5) Provide that existing noncon¬ 
forming uses in the floodway shall not 
be expanded but may be modified, al¬ 
tered. or repaired to incorporate flood¬ 
proofing measures, provided such 
measures do not raise the level of the 
100-year flood; and 

<6* Prohibit fill or encroachments 
within the designated floodway that 
would impair its ability to carry and 
discharge the waters resulting from the 
100-ycar flood, except where the effect 
on flood heights Is fully offset by stream 
improvements. 

(e) When Jthe Administrator has 
identified the coastal flood plain area 
having special flood hazards, has pro¬ 
vided water surface elevation data for the 
100-year flood, and has identified the 
coastal high hazard area, the land use 
and control measures adopted by the lo¬ 
cal government for the flood plain 
must— 

(1) Meet the requirements of para¬ 
graph <b) of this section; 

(2) Require new construction or sub¬ 
stantial improvements of residential 
structures within the area of special 
flood hazards to have the lowest floor 
(including basement) elevated to or 
above the level of the 100-year flood; 

<3> Require new construction or sub¬ 
stantial improvements of nonresidential 
structures within the area of special 
flood hazards to have the lowest floor 
(including basement) elevated to or 
above the level of the 100-year flood or. 
together with attendant utility and 
sanitary facilities, to be floodproofed up 
to the level of the 100-year flood; 

(4) Provide that existing uses located 
on land below the elevation of the 100- 
year flood in the coastal high hazard 
area shall not be expanded; and 


FEOERAl REGISTER, VOL 36. NO. *46—WEDNESDAY. DECEMBER 77 , 1971 






21761 

(5) Provide that no land below the 
level of the 100-year flood In a coastal 
high hazard area may be developed un¬ 
less the new construction or substantial 
improvement <i> is located landward 
of the reach of the mean high tide. <11) 
is elevated on adequately anchored piles 
or columns to a lowest floor level at or 
above the 100-year flood level and se¬ 
curely anchored to such piles or columns, 
and (ill) has no basement and has the 
space below the lowest floor free of ob¬ 
structions so that the impact of ab¬ 
normally high tides or wind-driven water 
is minimized. 

§ 1910.1 Required land u*e ami control 
most* urea for mudslide area*. 

The Administrator generally will pro¬ 
vide the data upon which land use and 
control measures must be based. If the 
Administrator has not provided sufficient 
data to furnish a basis for these meas¬ 
ures in a particular community, the com¬ 
munity may initially use geologic and 
other data obtained from other Federal 
or State agencies or from consulting 
services, pending receipt of data from 
the Administrator. However, when spe¬ 
cial hazard area designations and other 
relevant technical data have been fur¬ 
nished by the Administrator, they shall 
apply. In all cases the minimum require¬ 
ments governing the adequacy of the land 
use and control measures for mudslide- 
prone raeas adopted by a particular com¬ 
munity depend on the amount of tech¬ 
nical data formally provided to the 
community by the Administrator. Mini¬ 
mum standards for communities are as 
follows: 

(a) When the Administrator has 
identified a community as containing 
mudslide areas having special mudslide 
hazards, but has not delineated the areas 
having special mudslide hazards, the 
community must— 

(1) Require the issuance of a permit 
for any excavation, grading, fill, or con¬ 
struction in the community; and 

(2) Require review of each permit ap¬ 
plication to determine whether the pro¬ 
posed site and improvements will be 
reasonably safe from mudslides. If a 
proposed site and Improvements are in 
a location that may have mudslide haz¬ 
ards, a further review must be made by 
persons qualified in geology and soils 
engineering; and the proposed new con¬ 
struction. substantial improvement, or 
grading must (i) be adequately protected 
against mudslide damage and <li) not 
aggravate the existing hazard. 

<b> When the Administrator has de¬ 
lineated the mudslide areas having spe¬ 
cial mudslide hazards within a commu¬ 
nity. the community must (1) meet the 
requirements of paragraph (a) of this 
section and (2) adopt and enforce as a 
minimum within such area or areas the 
provisions of the 1970 edition of the 
Uniform Building Code, sections 7001 
through 7006. and 7008 through 7015. The 
Uniform Building Code is published by 
the International Conference of Building 
Officials. 50 South Los Robles, Pasadena, 
CA 91101. 
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§ 1910.3 Exceptions Wcauw of local 
condition*. 

(a) The requirement that each com¬ 
munity must have adopted adequate land 
use and control measures (consistent 
with the criteria set forth in this sub- 
part) on or before December 31, 1971, 
is statutory and cannot be waived. How¬ 
ever, the Administrator recognizes that 
exceptional local conditions may render 
the adoption of a 100-year flood standard 
or other standards contained in this sub- 
part premature or uneconomic for a par¬ 
ticular community. Consequently, to meet % 
the December 31, 1971, statutory dead-* 
line, a community may elect standards 
of protection which do not fully meet the 
requirements of $ 1910.3 or 5 1910.4. sub¬ 
ject to the provisions of this section. 

<b) All local land use and control 
measures intended to meet the require¬ 
ments of this subpart shall be submitted 
to the Administrator after their adop¬ 
tion. If the adopted ordinances appear to 
reflect compliance with the requirements 
of this subpart, they will initially be ac¬ 
cepted by the Administrator < without 
detailed examination) in satisfaction of 
such requirements, and the sale of flood 
Insurance will be continued or approved 
for the community submitting them. If 
the Administrator subsequently deter¬ 
mines that the adopted land use and 
control measure® are inadequate, either 
in general or in some particular aspect, 
he may require their modification within 
a specified period of time to meet the 
requirements of this subpart as a condi¬ 
tion of the community’s further eligibility 
for flood insurance. 

(c) A community that finds it neces¬ 
sary to adopt land use and control meas¬ 
ures which vary from the standards set 
forth In i 1910.3 or S 1910.4 shall, as a 
condition of initial acceptance of such 
measures by the Administrator, explain 
in writing the nature and extent of the 
variances and the reasons for their adop¬ 
tion and shall Include supporting eco¬ 
nomic, topographic, hydrologic, and 
other technical data. 

§ 1910.6 ItcvUion* of criteria for lnn«! 
um* and control. 

From time to time the regulations of 
Part 1910 for land management and use 
may be revised as experience is acquired 
under the program and new information 
becomes available. Eligible communities 
will be given a reasonable time to revise 
local ordinances to comply with any such 
changes. 

Subpart B—Additional Considerations 
in Managing Flood-Prone and 
Mudslide-Prone Areas 
§ 1910.21 Purpose of Milipart. 

The purpose of this subpart is to en¬ 
courage the formulation and adoption of 
overall comprehensive management 
plans for flood-prone and mudslide- 
prone areas. 

§ 1910.22 State and local development 
goals. 

State and local flood plain and mud¬ 
slide area land use and control measures 


should contribute to social and economic 
development goals by: 

(a) Diverting unwarranted and un¬ 
wise development away from flood-prone 
and mudslide-prone areas: 

<b> Encouraging flood and mudslide 
control and damage abatement efforts 
through public and private means; 

(c) Deterring the unnecessary or im¬ 
proper installation of public utilities 
and public facilities in flood-prone and 
mudslide-prone Areas; and 

<d) Requiring construction and land 
use practices that will reduce flooding re¬ 
sulting from surface runoff, improper 
drainage, or inadequate storm sewers, 
and reduce the potential for mudslides. 

§ 1910.23 Hanning conridcrnlion* f r 
flood-prone urea*. 

(a) The goals of the land use and con¬ 
trol measures adopted by a community 
for flood plain areas should be— 

(1) To encourage only that develop¬ 
ment of flood-prone areas which (i) is 
appropriate in light of the probability of 
flood damage and the need to reduce 
flood loses. <ii) is an acceptable social 
and economic use of the land in relation 
to the hazards involved, and (111) does 
not increase the danger to human life; 
and 

<2> To discourage all other develop¬ 
ment. 

(b) In formulating community devel¬ 
opment goals and in adoption flood plain 
use and control measures, each commu¬ 
nity should consider at least the follow¬ 
ing factors— 

(1> Importance of diverting future 
development to areas not exposed to 
flooding; 

(2) Possibilities of reserving flood- 
prone areas for open space purposes; 

(3) Possible adverse effects of flood 
plain development on other flood-prone 
areas; 

(4) How to encourage floodproofliig 
to reduce the flood hazard; 

(5> Need for flood warning and emer¬ 
gency preparedness plans; 

(6) Need to provide alternative vehi¬ 
cular access and escape routes to be 
utilized when normal routes are blocked 
or destroyed by flooding; 

(7) Need to establish minimum fl^od- 
Proofing and access requirements for 
schools, hospitals, nursing homes, penal 
institutions, fire stations, police stations, 
communications centers, water and sew¬ 
age pumping stations, and other public 
or quasi-public institutions already lo¬ 
cated in the flood-prone area, to enable 
them to withstand flood damage, and to 
facilitate emergency operations; 

(8) Need to improve local drainage 
and to control any Increased runoff that 
might increase the danger of flooding or 
mudslides elsewhere in the area: 

< 9) Need to coordinate local plans with 
neighboring flood plain and mudslide 
area management and conservation pro¬ 
grams; 

(10) Possibilities of acquiring land or 
land development rights for public pur¬ 
poses consistent with effective flood plain 
management; 

(11) State and local water pollution 
control requirements; 
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(12) For riverine areas, the need for 
requiring subdividers to furnish delinea¬ 
tions of limits of flood ways before ap¬ 
proving a subdivision; and 

(13) For coastal areas, the need to 
establish programs for building bulk¬ 
heads. seawalls, breakwaters, and other 
damage abatement structures, and for 
preserving natural barriers to flooding, 
such as sand dunes and vegetation. 

§ 1910.21 Planning rou»i tic rations fur 
tuutMuic-pront* arras 

The planning process for areas iden¬ 
tified in Part 1915 of this subchaptcr as 
containing mudslide areas having special 
mudslide hazards or which indicate in 
their applications for flood insurance 
coverage pursuant to $ 1909.22 of this 
subchapter that they have a history of. 
or potential for, mudslide problems, 
should consider— 

«a> The existence and extent of the 
hazard as evaluated by competent profes¬ 
sionals ; 

(b) The potential effects of inappro¬ 
priate hillside development. Including < 1) 
loss of life and personal Injuries, and (2) 
public and private property losses, costs, 
liabilities, and exposures resulting from 
potential mudslide hazards; 

(c) The means of avoiding the hazard, 
including the (1) availability of land 
which is not mudslide-prone and the 
feasibility of developing such land in¬ 
stead of further encroaching upon mud¬ 
slide areas. (2) possibility of public ac¬ 
quisition of land, easements, and devel¬ 
opment rights to assure the proper de¬ 
velopment of hillsides, mountainsides, 
cliffs, and palisades, and (3) advisability 
of preserving mudslide areas as open 
space; 

<d) The means of adjusting to the 
hazard. Including the <1) establishment 
by ordinance of site exploration, investi¬ 
gation, design, grading, construction, 
filling, compacting, foundation, sewerage, 
drainage, subdrainage, planting. Inspec¬ 
tion and maintenance standards and re¬ 
quirements that promote proper land 
use. and (2) provision for proper drain¬ 
age and subdrainage on public property 
and the location of public utilities and 
service facilities, such as sewer, w'atcr. 
gas and electrical systems and streets in 
a manner designed to minimize exposure 
to mudslide hazards and prevent their 
aggravation; 

<e) Coordination of land use. scorer, 
and drainage regulations and ordinances 
with fire prevention, flood plain, mud¬ 
slide. soil, land, and water regulation in 
neighboring areas; 

<f) Planning subdivisions and other 
developments in such a manner as to 
avoid exposure to mudslide hazards and 
the control of public facility and utility 
extension to discourage Inappropriate 
development; 

(g) Public facility location and design 
requirements with higher site stability 
and access standards for schools, hos¬ 
pitals, nursing homes, correctional and 
other residential institutions, fire and 
police stations, communication centers, 
electric power transformers and substa¬ 
tions, water and sewer pumping stations. 
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and any other public or quasi-public in¬ 
stitutions located in the mudslide area, 
to enable them to withstand mudslide 
damage and to facilitate emergency 
operations; and 

<h> Provision for emergencies. Includ¬ 
ing (1) warning, evacuation, abatement, 
and access procedures In the event of 
mudslides, (2) enactment of public meas¬ 
ures and initiation of private procedures 
to limit danger and damage from con¬ 
tinued or future mudslides. <3> fire pre¬ 
vention procedures in the event of the 
rupture of gas or electrical distribution 
systems by mudslides, <4) provisions to 
avoid contamination of water conduits 
or deterioration of slope stability by the 
rupture of such systems. (5) similar pro¬ 
visions for sewers which in the event of 
rupture pose both health and site stabil¬ 
ity hazards, and (6) provisions for alter¬ 
native vehicular access and escape routes 
when normal routes are blocked or 
destroyed by mudslides. 

§ 1910.25 State coordination. 

i a) State participation In furthering 
the objectives of this part should 
include— 

(1) Enacting land use and control 
measures which regulate flood plain and 
mudslide area land use; 

(2) Enacting where necessary, legis¬ 
lation to enable counties and municipal¬ 
ities to regulate flood plain and mudslide 
area land use; 

(3) Designating an agency of the 
State government to be responsible for 
coordinating Federal. State, and local 
aspects of flood plain and mudslide area 
management activities in the State; 

(4) Assisting in the delineation of 
mudslide areas, riverine flood ways, and 
coastal high hazard areas and providing 
all relevant technical data to the 
Administrator; 

(5) Establishing minimum State flood 
plain and mudslide regulatory standards 
consistent with those established in this 
port; 

(6) Guiding and assisting municipal 
and county public bodies and agencies 
in developing flood plain and mudslide 
area management plans and land use 
and control measures; 

(7) Recommending priorities for rate- 
making studies among those communi¬ 
ties of the State which qualify for such 
studies; 

(8) Communicating flood plain and 
mudslide area information to local 
governments and to the general public; 

<0) Participating In flood and mud¬ 
slide warning and emergency prepared¬ 
ness programs; 

(10) Assisting communities in dissem¬ 
inating information on minimum eleva¬ 
tions for structures permitted in flood 
plain and mudslide areas having special 
hazards; 

(11) Advising public and private 
agencies i particularly those whose activ¬ 
ities or projects might obstruct drainage 
or the flow' of rivers or streams or in¬ 
crease slope Instability) on the avoidance 
of unnecessary aggravation of flood and 
mudslide hazards; 


(12) Requiring that proposed uses of 
flood plain and mudslide-prone areas 
conform to standards established by 
State environmental and water pollution 
control agencies to assure that proper 
safeguards are being provided to prevent 
pollution: and 

(13) Providing local communities with 
information on the program, with par¬ 
ticular emphasis on the coordination of 
State and Federal requirements pertain¬ 
ing ti> the management of flood-prone 
and mudslide-prone areas. 

< b) For States whose flood plain man¬ 
agement program substantially encom¬ 
pass the activities described in para¬ 
graph (a) of this section, the Adminis¬ 
trator will— 

(1) Give special consideration to State 
priority recommendations before select¬ 
ing communities for ratemaking studies 
from the register described In $ 1909.23 
of this subchnpter; and 

(2) Seek State approval of local flood 
plain and mudslide area land use and 
control measures before finally accepting 
such measures as meeting the require¬ 
ments of this part. 

§ 1910.26 Lora) coordination. 

(a) Local flood plain and mudslide 
area management, flood forecasting, 
flood and mudslide emergency prepared¬ 
ness, and flood and mudslide control and 
damage abatement programs should be 
coordinated with relevant Federal, State, 
and regional programs. 

(b) A locality adopting land use and 
control measures pursuant to these cri¬ 
teria should arrange for coordination 
with the appropriate State agency of its 
program of information and education 
designed to promote public acceptance 
and use of sound flood plain and mudslide 
area management practices. 

PART 1911—INSURANCE COVERAGE 
AND RATES 

Bee. 

1911.1 Special definitions. 

1911-2 Purpose of part. 

1911.3 Types of properties eligible for cov¬ 

erage. 

1011 4 Limitations on coverage. 

1011.3 Special terms and conditions. 

1911.<S Maximum amounts of coverage 

available. 

1011.7 Premium rate determinations. 

101IA Applicability of actuarial rates. 

1011 a Establishment of chargeable rates. 
1011.10 Minimum policyholder premiums. 

Atmioamr: The provisions of this Part 
1011 Issued under sec. 7(d), 79 Slat. fi70; 42 
US.C. 3333(d); sec. 130fi. 83 8tat. 575; 42 
U.S.C. 4013. 

§ 1011*1- Special definition*. 

The definitions set forth In } 1909.1 of 
tills subchaptcr are applicable to this 
part except that, for the purposes of this 
part— 

(a) “Flood" means a general and tem¬ 
porary condition of partial or complete 
inundation of normally dry land areas 
from (1) the overflow of inland or tidal 
waters, (2) the unusual and rapid accu¬ 
mulation or runoff of surface waters from 
any source, or (3) mudslides which are 
caused or precipitated by accumulations 
of water on or under the ground; and 
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<b> “Eligible dwelling * means a resi¬ 
dential structure (Including a townhouse 
or row house) containing four units or 
less, which is either (1) separated from 
other structures by standard firewalls 
or open space, or (2) contiguous to the 
ground and customarily regarded as a 
separate structure. The term does not 
include apartment, cooperative, or con¬ 
dominium complexes containing more 
than four units, whether or not such 
units have separate legal titles, except 
where such units comply with subpara¬ 
graph (1) or (2) of this paragraph. 

g 1911.2 Purpose of part. 

This part describes the types of prop¬ 
erties eligible for flood insurance cov¬ 
erage under the program, the limits of 
such coverage, and the premium rates 
actually to be paid by insureds. The spe¬ 
cific communities eligible for coverage 
are designated by the Administrator from 
time to time as applications arc approved 
under the emergency program and as 
individual ratemaking studies are com¬ 
pleted under the regular program. Lists 
of such communities are periodically 
published under Part 1914 of this 
subchapter. 

§ 1911.3 T)p« of properties eligible for 
coverage. 

(a) Insurance coverage for structures 
under the program is currently available 
only for eligible dwellings and for small 
business properties, as defined in 
ft 1909.1 of this subchapter and 81911.1. 
It is expected that coverage for other 
classes of properties will become avail¬ 
able at a later date if it appears that 
the overall purposes of the program, in¬ 
cluding the adoption by communities of 
adequate land use and control meas¬ 
ures. are being accomplished. 

<b) Insurance coverage for contents 
Is available only for content of eligible 
dwellings and small business properties 
but may be purchased separately from 
structural coverage.. 

(c) Only businesses that meet the 
definition of small business in ft 1909.1 
of this subchapter may purchase insur¬ 
ance for a small business property. 

(d) A business concern may represent 
In its application for insurance that it 
is a small business. In the absence of 
information which would cause the Na¬ 
tional Flood Insurers Association to 
question the self-certification, the Asso¬ 
ciation will accept it at face value. How¬ 
ever, such representation is subject to 
review by the Association after the oc¬ 
currence of a loss but prior to the set¬ 
tlement of a claim. If the insured can¬ 
not show that it qualified as a small 
business at the time of application, the 
Association may deny the claim and 
retain all or that portion of the premi¬ 
um necessary to meet the costs of In¬ 
vestigating and processing the claim. 

g 1911.1 Uintlalioitft on coverage. 

<a> All flood insurance made available 
under the program Is subject— 

(1) To the terms and conditions of the 
Standard Flood Insurance Policy, which 
shall be approved by the Administrator 
as to both substance and form; 


(2) To the specified limits of coverage 
set forth in the Application and Declara¬ 
tions page of the policy; and 

(3> To the maximum limits of coverage 
set forth in ft 1911.6. 

(b) Insurance under the program is 
available only for loss due to flood, as 
defined In ft 1911.1. The policy covers 
damage from a general condition of 
flooding or mudslides in the area which 
results from other than natural causes, 
such as the breaking of a dam. but does 
not cover water or mudslide damage 
which results from causes on the In¬ 
sured’s own property or within his control 
or from any condition which causes 
flooding or mudslide damage which is 
substantially confined to the insured 
premises or properties immediately ad¬ 
jacent thereto. 

(c) The policy does not cover losses 
from rain, snow, sleet, hall, or water 
spray. It covers losses from freezing or 
thawing, or from the pressure or weight 
of Ice and water, only where they occur 
simultaneously with and as a part of 
flood damage. It covers mudslide but does 
not cover damage from earthquakes or 
similar earth movements which ore vol¬ 
canic or tectonic in origin. It does not 
cover losses caused by erosion, 

<d> The policy protects against loss 
to contents only at the location described 
in the application, except that contents 
necessarily removed from the premises 
for preservation from a flood or mudslide 
arc protected against loss or damage 
from flood or mudslide at the new loca¬ 
tion pro rata for a period of 30 days. 

§ 1911.5 Sprcinl term* and conditions. 

The following terms and conditions of 
the Standard Flood Insurance Policy 
should be especially noted— 

(a) No flood insurance is available for 
properties declared by a duly constituted 
State or IocaI zoning or other authority to 
be In violation oi any flood plain or mud¬ 
slide area management or control law, 
regulation, or ordinance. 

(b> In order to reduce the adminis¬ 
trative costs of the program, of which 
the Federal Government pays a major 
share, payment of the full policyholder 
premium must be made at the time of 
application. 

<c> Because of the seasonal nature of 
flooding, refunds of premiums upon can¬ 
cellation of coverage by the insured are 
permitted only ii he ceases to have an 
ownership Interest in the covered prop¬ 
erty at the location described in the 
policy. 

(d) Each loss sustained by the insured 
is subject to a deductible provision under 
which the insured bears a portion of the 
loss before payment is made under the 
policy. The amount of the deductible for 
each loss occurrence is (1) for structural 
losses, $200 or 2 percent of the amount 
of coverage applicable to the structure, 
whichever Is greater, and (2) for con¬ 
tents losses, $20o or 2 percent of the 
amount of coverage applicable to the 
contents, whichever is greater. 

(e) Payment for a loss under the policy 
does not reduce the amount of insurance 
applicable to any other loss during the 


policy term which arises out of a separate 
flood or mudslide occurrence, but all 
losses arising out of a continuous or pro¬ 
tracted occurrence arc deemed to have 
arisen out of a single occurrence. 

(f) The insured may apply up to. l ; 
not in excess of. 10 percent of the faco 
amount of the structural coverage unJc 
a dwelling policy to appurtenant st.i c 
tures and outbuildings (such as enrpo. 
garages, and guest houses) If they cl 
not constitute separate properties. If any 
such building constitutes a separate 
dwelling or small business property, it 
must be insured under a separate policy. 

<g> The following are not Insurable 
under the program: Outdoor swimming 
pools, boathouses, bulkheads, wharves, 
piers, and docks. 

(h) The contents coverage for dwell¬ 
ing properties excludes money and se¬ 
curities, birds or animals, most motor ve¬ 
hicles, boats, trailers, business property, 
and certain other types of property. It 
provides only limited amounts of protec¬ 
tion for certain other items, such as 
paintings and Jewelry. 

(i) The policy on an eligible property 
may be canceled by the Insurer only for 
nonpayment of premium. However, any 
willful misrepresentation or concealment 
of any material fact by the insured at 
any time voids the entire policy as of the 
date the w rongful act was committed. 

§1911.6 Maximum amount* of cover¬ 
age available. 

The maximum limits of coverage of 
the policy under the regular program are 
the following, and the maximum limits 
of coverage under the emergency pro¬ 
gram are one-half the following— 

(a) For dwelling properties containing 
only one unit: 

(1) $35,000 structural coverage, 

(2) $10,000 contents coverage, which 
may be purchased by the owner or the 
tenant; 

(b) For dwelling properties contain¬ 
ing two to four units: 

(1 > $60,000 aggregate structural cover¬ 
age, 

(2) $10,000 contents coverage for each 
unit, which may be purchased by the 
owner or the tenant: 

<c> For small business properties: 

(1) $60,000 aggregate structural cover¬ 
age. 

(2) $10,000 contents coverage for con¬ 
tents related to the premises of each 
small business occupant. 

§1911.7 Premium rate determination’*. 

(a) Pursuant to section 1307 of the Act, 
the Administrator is authorized to under¬ 
take studies and investigations to enable 
him to estimate the risk premium rates 
necessary to provide flood insurance in 
accordance with accepted actuarial prin¬ 
ciples, including applicable operating 
costs and allowances. Such rates arc re¬ 
ferred to In this subchapter as “actu¬ 
arial rates/* 

(b) The Administrator Is also au¬ 
thorized to estimate the rates which can 
reasonably be charged to Insureds In 
order to encourage them to purchase tho 
flood insurance made available under the 
program. Such rates are referred to In 
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this subchapter as "chargeable rates” 
Generally, for areas having special flood 
hazards, chargeable rates are considera¬ 
bly lower than actuarial rates. 

§ 1911.8 Applicability of actuarial rale*. 

Actuarial rates are applicable to all 
flood insurance made available for— 

(a) Any property, the construction or 
substantial improvement of which was 
started after the Administrator has 
identified the area in which the property 
is located as an area having special flood 
or mudslide hazards under Part 1915 of 
this subchapter; and 

<b> Coverage which exceeds the fol¬ 
lowing limits: 

(1) For dwelling properties (i) $17,500 
aggregate liability for any property con¬ 
taining only one unit. (ii> $30,000 for 
any property containing more Utan one 
unit, and (iii) $5,000 aggregate liability 
per unit for any contents related to such 
unit; and 

<2) For a small business property (i) 
$30,000 for the structure, and (ii) $5,000 
for contents for each small business oc¬ 
cupant; and 

<c) Any eligible property for which the 
chargeable rates prescribed by this part 
would exceed the actuarial rates. 

8 1911.9 E»Labli«!i merit of chargeable 
rate*. 

<a> Pursuant to section 1308 of the 
Act, chargeable rates per year per $100 
of flood insurance are established as 
shown in the following table for all areas 
designated by the Administrator under 
Part 1914 of this subchapter for the of¬ 
fering of flood insurance— 


Type of 
structure 

Value of 
structure 

Rate Rate 

per year per year 
per $100 per $100 
rover*** coverage 
oil sprue- on Cen¬ 
tura ten in 

(1) Single unit 
dwelling 

orysssw 

unit dwelling 

(.rsssw 

ness prop- 
wty. 

$17,500 and under. 
SI7.I0I $35,000. ... 
$36,601 rod over... 
$30,000 and under. 

$30.001-$60,000. 

k'C.OOl and over .. 
$10,000 sod Under. 

$5(1.001-1*0,000. 

$00,001 and over .. 

$0.40 

.46 

.00 

.40 

.46 

.80 

.50 

.00 

.70 

$0.60 

.66 

.00 

.60 

.65 

.60 

1.00 

1.00 

1.00 


8 1911.10 Minimum polio holder pre¬ 
mium*. 

The minimum policyholder premium 
required for any policy, regardless of the 
amount of coverage, is $25. The mini¬ 
mum policyholder premium required for 
any added coverage or increase in the 
amount of coverage during the term of 
an existing policy is $4, regardless of the 
length of the unexpired term of the 
policy at the time of the change. 

PART 1912—SALE OF INSURANCE 
AND ADJUSTMENT OF CLAIMS 

Svbport A —I si von ce of Policies 

Sec. 

1912.1 Purpoee of part. 

1912.2 National Flood Insurer* Association. 

1912.3 Limitations on sale of policies. 

Subpart B—Claims Adjustment ond Judicial 
Review 

1912 21 Claims adjustment. 

1912.22 Judicial review. 


Authority: The provisions of tills Part 
1012 Issued under sec. 7(d). 79 8tat. 870; 42 
US.C. 3535(d); sec. 1306. 82 Stat. 575; 42 
U5.C. 4013. 

Subpart A—Issuance of Policies 
§1912.1 Purpose of part. 

The purpose of this part is to set forth 
the manner in which flood insurance 
under the program is made available to 
the general public In those communities 
designated as eligible for the sale of in¬ 
surance under Part 1914 of this subchap¬ 
ter. and to prescribe the general method 
by which claims for losses are paid. 

§ 1912.2 National Flood Insurer* Asso¬ 
ciation. 

(a) Pursuant to sections 1331 and 1332 
of the Act. the Administrator has en¬ 
tered into the agreement with the Asso¬ 
ciation to authorize it to provide the 
flood insurance coverage under the pro¬ 
gram in communities designated by the 
Administrator and to assume responsi¬ 
bility for the adjustment and payment 
of claims for losses. 

(b) Membership in the Association 
shall be open to any insurance company 
or other insurer which— 

(1) Is authorized to engage in the 
insurance business under the law's of any 
State; 

(2) Has total assets of at least $1 
million; 

(3) Agrees to assume a minimum net 
loss liability of $25,000 under policies of 
insurance issued in the name of the Asso¬ 
ciation for each accounting period of 
membership; 

(4) Pays an admission fee equal to 
$50 for each $25,000 of participation; and 

<5> Agrees to such other reasonable 
conditions as the Association may pre¬ 
scribe, subject to the approval of the 
Administrator. 

(c) No insurer shall be admitted to 
membership in the Association for a 
term less than a full accounting period, 
nor subsequent to July 1 of any account¬ 
ing period, as defined in $ 1909,1 of this 
subchapter. 

<d> Under the agreement, any insur¬ 
ance company or other insurer, insurance 
agent or broker, or insurance adjustment 
organization desiring to cooperate with 
the Association as fiscal agent or other¬ 
wise, is permitted to do so to the maxi¬ 
mum extent practicable. The Association 
will use its best efforts to arrange for 
the issuance of flood insurance to any 
person qualifying for such coverage un¬ 
der Parts 1911 and 1914 of this subchap¬ 
ter who submits an application to either 
a member or nonmember company In 
accordance with the terms and condi¬ 
tions of the agreement. 

(e) Communications concerning mem¬ 
bership in or cooperation with the Asso¬ 
ciation should be addressed directly to 
the National Flood Insurers Association, 
169 Water Street, New York. NY 10038. 

§ 1912.3 Limitation* on »alr of polirtea. 

(a) Each participating or cooperating 
insurer offering flood insurance under 
the program shall be deemed to have 
agreed, as a condition of such participa¬ 
tion or cooperation, that it shall not offer 
flood insurance under any authority or 


auspices in any amount within the max¬ 
imum limits of coverage specified in 
§ 1911.6 of this subchapter, in any area 
the Administrator designates in Part 
1914 of this subchapter as eligible for 
the sale of flood insurance under the 
program, other than in accordance with 
this part, the agreement, and the Stand¬ 
ard Flood Insurance Policy issued pur¬ 
suant thereto. Violation of this condi¬ 
tion shall, at the discretion of the Ad¬ 
ministrator, exclude the violator from 
any further membership in or coopera¬ 
tion with the Association or the program. 

<b) The agreement and all activities 
thereunder are subject to title VI of the 
Civil Rights Act of 1964. 42 U.S.C. 2000d, 
and to the applicable Federal regulations 
and requirements issued from time to 
time pursuant thereto. No person shall 
be excluded from participation In. denied 
the benefits of. or subjected to discrimi¬ 
nation under the program, on the ground 
of race, color, or national origin. Any 
complaint or information concerning the 
existence of any such unlawful discrimi¬ 
nation in any matter within the purview 
of this part should be referred to the 
Administrator. 

Subpart B—Claims Adjustment ond 
Judicial Review 
§ 1912.21 Claim* ad ju#tment. 

(a) In accordance with the agree¬ 
ment, the Association shall arrange for 
the prompt adjustment and settlement 
of all claims arising from polidc3 of in¬ 
surance issued under the program. In¬ 
vestigation of such claims may be made 
through the facilities of Its members, 
nonmember insurers, or insurance ad¬ 
justment organizations, to the extent re¬ 
quired and appropriate for the expedi¬ 
tious processing of such claims. Settle¬ 
ments so made and loss adjustment ex¬ 
penses so incurred shall, subject to audit, 
be binding on the Administrator. 

(b> All adjustment of losses and set¬ 
tlements of claims shall be made in ac¬ 
cordance with the terms and conditions 
of the policy and Parts 1911 and 1912 of 
this subchapter. 

§ 1912.22 Judicial review. 

Upon the disallowance by the Asso¬ 
ciation of any claim, or upon the refusal 
of the claimant to accept the amount 
allowed upon any such claim, the claim¬ 
ant. within 1 year after the date of mail¬ 
ing of the notice of disallowance or 
partial disallowance of the claim, may, 
pursuant to section 1333 of the Act, in¬ 
stitute an action on such claim against 
either the Association or the participat¬ 
ing insurer which denied the claim, in 
the XJJ8. district court for the district 
in which the Insured property or the 
major portion thereof shall have been 
situated, without regard to the amount 
in controversy. 

PART 1913 —EXEMPTION FROM 

DENIAL OF FEDERAL DISASTER 

BENEFITS 

Sec 

1913.1 Puipooe of part. 

1913.2 Definition of low-income person. 

1913.3 Exemption of low-income persons. 
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Authoiutt: The provisions of this Part 
1013 Uumod under sec. 7(d). 70 8tat, 070; 42 
U.8.C. 3536(d); sec. 1314, 83 Slat. 570; 43 
UB.C.4021. 

§ 1913.1 Purpose of part. 

The purpose of this part is to state the 
circumstances In which the provisions of 
subsection 1314(a)(2) of the Act shall 
not apply to low-income persons. Subsec¬ 
tion 1314(a)(2) provides that no Fed¬ 
eral disaster assistance shall be made 
available to any persons for the physical 
loss, destruction, or damage of real or 
personal property to the extent that such 
loss, destruction, or damage could have 
been covered by flood insurance made 
available under the authority of the Act, 
and provided that such loss, destruction, 
or damage occurred subsequent to 1 year 
following the date flood Insurance was 
made available in the area in which the 
property was located. 

g 1913.2 Definition of loH-lnronic 
person. 

“Low-income person“ means an in¬ 
dividual or family, as defined In f 235.5 
of this title, having an adjusted annual 
income, as defined in 9 235.5 of this title, 
not exceeding the approved regular In¬ 
come limits for eligibility for housing un¬ 
der sections 235 and 236 of the National 
Housing Act (12 U-S.C. 1715 z and a-1), 
as periodically established by the De¬ 
partment for the community in which 
the property is situated. 

§ 1913.3 Exemption of low-income 

persons. 

The provisions of subsection 1314(a) 
<2> of the Act shall not be applicable to 
low-income persons under any circum¬ 
stances, 

PART 1914—AREAS ELIGIBLE FOR 
THE SALE OF INSURANCE 

Sec* 

1914.1 Purpose of part, 

1914 3 flood insurance maps. 

1914.3 Procedures under the emergency 

program. 

1914.4 List of eligible communltlea. 

AtrrffoarrY: The provisions of this Part 
1914 Issued under sec. 7(d). 79 8tat. 670; 43 
UJS.G. 3635(d); sec. 1360. 82 BUt. 687; 42 
uac.4ioi. 

§1914.1 Purpose of part. 

(a) Sections 1360 and 1307 of the Act 
contemplate that flood insurance under 
the regular program will be offered in 
communities only after the Administra¬ 
tor has identified the areas of special 
flood and/or mudslide hazards within 
the community under Part 1915 of this 
subchapter and has completed a rate- 
malting study for the applicant com¬ 
munity. A period of 15 years ending 
July 31, 1983, was allotted for this pur¬ 
pose. The priorities for conducting such 
ratemaking studies arc set forth in 
$9 1909.23 and 1910.25 of this subchap¬ 
ter. A purpose of this part is periodically 
to list those communities in which rate¬ 
making studies have been completed, 
actuarial rates have been established, 
and the sale of Insurance under the regu¬ 
lar program has been authorized. 


fb) Section 1336 of the Act authorizes 
an emergency implementation of the 
Federal Flood Insurance Program where¬ 
by. for a period ending on December 31, 
1971, the Administrator may make subsi¬ 
dized coverage available to eligible com¬ 
munities prior to the completion of rnte- 
making studies for such areas. This part 
also describes procedures under the 
emergency program and lists communi¬ 
ties which become eligible under that 
program. 


g 1914.2 Flood insurance map*. 

(a) The following maps may be pre¬ 
pared for use by the Administrator and 
the eligible community In connection 
with the sale of flood Insurance— 

(1) Emergency Flood Insurance Map. 
This map is used to delineate an area 
for which the Administrator has author¬ 
ized the sale of flood insurance under the 
emergency program. Such a map will 
usually be issued only when the area for 
which the sale of flood insurance has 
been authorized does not conform pre¬ 
cisely to the boundaries of the eligible 
community. 

(2) Flood Insurance Rate Map. This 
map is prepared alter the ratemaking 
study for the community has been com¬ 
pleted and actuarial rates have been 
established, and enables the Adminis¬ 
trator to authorize the sale of flood in¬ 
surance under the regular program. It 
indicates the actuarial rate zones ap¬ 
plicable to the community. The symbols 
used to designate these zones are as 
follows; 


Zone symbol 




B 



P_ 


Category 

Area of special flood hazard* 

Area of special flood hazards 
with velocity. 

Area of moderate flood 
hazards. 

Area of minimal flood hazards. 

Area of undetermined, but 
possible, flood hazards. 

Area of special mudslide 
hazards. 

Area of moderate mudslide 
hazards. 

Area of minimal mudslide 
hazards. 

Area of undetermined, but 
possible, mudallde hazards. 


Areas identified as subject to both flood 
and mudslide hazards will be designated 
by use of the proper symbols in combi¬ 
nation. For example, the symbol “AN** 
would indicate an area subject to both 
special flood hazards and moderate mud¬ 
slide hazards. Areas subject to only one 
hazard or where both hazards are mini¬ 
mal will be identified by only one symbol. 

(3) Flood Hazard Boundary Map . This 
map is issued or approved by the Admin¬ 
istrator for use in determining whether 
individual properties are within or with¬ 
out the flood plain area having special 
flood hazards and/or the mudslide area 
having special mudslide hazards. Notice 
of the issuance or approval of new Flood 
Hazard Boundary Maps is given in Part 
1915 of this subchapter. 

(b) The Emergency Flood Insurance 
Map (If available) or the Flood Hazard 
Boundary Map and the Flood Insurance 
Rate Map «h*n be maintained for public 


inspection during business hours at the 
following locations— 

(1) The Federal Insurance Adminis¬ 
tration, Department of Housing and 
Urban Development. 451 Seventh Street 
SW., Washington, DC 20410; 

(2) The National Flood Insurers As¬ 
sociation, 160 Water Street, New York, 
NY 10038; 

<3) The information office of the State 
agency or agencies designated by each 
State to cooperate with the Administra¬ 
tor in implementing the program, which 
shall be listed in 9 1014.4 whenever a 
community within that State becomes 
eligible under the program; 

(4) One or more official locations with¬ 
in the community in which flood insur¬ 
ance is offered, which shall be specified 
in 9 1914.4 at the time the eligibility of 
the community is announced. 

g 1914.3 Procedure* under llie emer¬ 
gency program. 

<a> In order to expedite a community's 
qualification for flood insurance under 
the emergency program, the Adminis¬ 
trator may designate the entire com¬ 
munity a flood plain area having special 
flood hazards and/or a mudslide area 
having special mudslide hazards. When 
the A dminis trator has obtained sufficient 
technical information to delineate the 
special flood or mudslide hazard areas 
more precisely, he may delineate, or he 
may request the community to delineate 
subject to his approval, the proposed 
boundaries of the more limited area hav¬ 
ing special flood or mudslide hazards on 
the Flood Hazard Boundary Map. The 
local map or plat used to prepare the 
Flood Hazard Boundary Map must be of 
sufllcient scale to show the location of 
building sites. 

(b) Until the Administrator has issued 
or approved a local Flood Hazard 
Boundary Map. no flood insurance will 
be available for any properties newly 
constructed or substantially improved 
after a community is identified as hav¬ 
ing special flood or mudslide hazards. 
After the Issuance or approval of the 
Flood Hazard Boundary Map. flood in¬ 
surance for such properties will be avail¬ 
able at chargeable rates If they are lo¬ 
cated outside of the areas then delin¬ 
eated as having special flood or mudslide 
hazards. Newly constructed or substan¬ 
tially improved properties located within 
the delineated areas having special 
flood or mudslide hazards will be able 
to obtain flood Insurance (at actuarial 
rates) only upon the completion of a 
ratemaking study for the community and 
the subsequent issuance by the Adminis¬ 
trator of a Flood Insurance Rate Map. 

g 1914.4 Lift! of eligible roenmunitirs. 

The sale of flood insurance is author¬ 
ized only for communities listed in tilts 
section. The maps of such communities 
are available for public inspection at the 
State and local repositories set forth 
under this section. 

Non: For the list of communities eligible 
for flood Insurance and the locations wbero 
Flood Insurance Rate Maps are available for 
public Inspection, see the List of Section* 
Affected. 
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PART 1915—IDENTIFICATION OF 
SPECIAL HAZARD AREAS 

8ec. 

1915.1 Purpose of part. 

1915.2 Special Flood Hazard Map. 

1015.3 List of communities with special 

hazard areas. 

A Ur h on itt : The provisions of this Part 
1915 issued under sec. 7(d), 79 Stat. 670: 
42 U.S.C. 3535(d); sec. 1300, 82 Stat. 587; 42 
U23.C. 4101, 

§ 1915.1 Purpose of part. 

Section 1360 of the Act authorizes the 
Administrator to identify and publish In¬ 
formation with respect to all flood plain 
areas having special flood hazards and 
mudslide areas having special mudslide 
hazards. Section 1308(c) of the Act pro¬ 
vides that once an area has been so iden¬ 
tified. flood insurance will be made avail¬ 
able only at actuarial rates within such 
area with respect to any property which 
is thereafter constructed or substan¬ 
tially improved. The purpose of this part 
is to list those communities and the areas 
thereof which have been identified by the 
Administrator as having such special 
flood or mudslide hazards. Additional 
communities will be added to this list 
from time to time as the necessary in¬ 
formation becomes available. 

g 1915.2 Special Flood lla/ard Map. 

Any map showing areas having special 
flood or mudslide areas may be desig¬ 
nated by the Administrator as a Special 
Flood Hazard Map. whether or not such 
map Is of sufficient scale to permit the 
location of individual building sites. The 
Administrator may then furnish the Spe¬ 
cial Flood Hazard Map to the commu¬ 
nity for use in preparing a proposed Flood 
Hazard Boundary Map. or else he may 
prepare the boundary map himself. After 
its approval by the Administrator, the 
Flood Hazard Boundary Map will bo 
made available for public inspection In 
accordance with } 1914.2(b), 

g 1915.3 M*t of conirminitim with spe¬ 
cial hazard area*. 

Notk: For tho Hat of communities and the 
designated Rood or mudslide hazard areas 
iasued under this section and not carried in 
tho Code of Federal Regulations, see the 
List of Sections Affected. 

SUBCHAPTER C—FEDERAL CRIME INSURANCE 
PROGRAM 

PART 1930—DESCRIPTION OF 
PROGRAM AND OFFER TO AGENTS 

Sec. 

1930.1 Definitions. 

1930.3 Description of program. 

1930.3 Operation of program and inappli¬ 

cability of State laws. 

1930.4 Offer to agents and brokers to sell 

Federal crime Insurance. 

1030.5 Duties of servicing companies 

1930.6 Names and addresses of servicing 

companies. 

Atmioimr: The provisions of this Part 
1930 Issued under sec. 7(d). 79 8tat. 670; 
42 U.S.C. 3535(d); sec. 1103 . 82 Stat. 566; 
12 U.S.C. 1740bbb~l7. 

g 1930.1 Definition*. 

(a) As used in this subchapter and In 
the crime insurance policies Issued by the 


Federal Insurance Administrator, unless 
otherwise defined in the text of such 
policies— 

(1) The following terms shall be de¬ 
fined as set forth in $ 1905.1 of this chap¬ 
ter; Act. Administrator. Binder. Person. 
Property owner, Secretary. State and 
State insurance authority; 

(2) “Adjuster” means any person en¬ 
gaged in the business of adjusting loss 
claims arising under property insurance 
policies issued by an insurance company. 
The term also includes the staff adjusters 
of servicing companies; 

(3» “Affordable rate** means such 
premium rate as the Secretary deter¬ 
mines would permit the purchase of a 
specific type of insurance coverage by 
a reasonably prudent person In similar 
circumstances with due regard to the 
costs and benefits involved. For the pur¬ 
poses of the sale of Federal crime in¬ 
surance, the rates set forth in Part 1933 
of this chapter shall be deemed 
affordable; 

<4> “Agent or broker” means any per¬ 
son authorized to engage in the property 
insurance business as an agent or broker 
under the laws of any State; 

(5) “Crime insurance” means insur¬ 
ance against losses resulting from rob¬ 
bery. burglary, larcency. and similar 
crimes, as more specifically defined and 
limited in Part 1933 of this chapter and 
in the various crime insurance policies 
issued by the insurer. The term does not 
include automobile insurance or losses 
resulting from embezzlement; 

(6) “Deductible” means the fixed 
amount or percentage of any loss not 
covered by an insurance policy. The 
amount of the deducUble must be ex¬ 
ceeded before insurance coverage takes 
effect; 

<7) “Eligible premises” means a prop¬ 
erty eligible for crime insurance cover¬ 
age under one or more of the types of 
policies described In Part 1933 of this 
chapter; 

(8) “Insurance company” means any 
property insurance company, or group of 
companies, authorized to engage In the 
Insurance business under the laws of 
any State; 

<9> “Insurer” means the Federal In¬ 
surance Administrator, U.S. Department 
of Housing and Urban Development, 
Washington, D.C. 20410. 

(10) “Policyholder premium” means 
the total insurance premium payable by 
the insured for the coverage or coverages 
provided under any insurance policy; 

(11) “Program” means the Federal 
crime insurance program authorized by 
title VI of the Housing and Urban De¬ 
velopment Act of 1970 (Public Law 91- 
609, Dec. 31. 1970), set forth principally 
in 12 U.S.C. 1749bbb-10a, et seq.; 

(12) “Protective device” means any 
structural, mechanical, electrical, chemi¬ 
cal. or other physical obstacle or device 
that can be utilized by a property owner 
to prevent or deter crime or to minimize 
losses; 

(13) “Protective measure” means any 
protective device or other measure or 
procedure employed to prevent or deter 
crime or to minimize losses; and 


(14) “Servicing company” means an 
insurance company or other organization 
that has entered into an agreement with 
the insurer to issue and service Federal 
crime insurance policies on the Insurer’s 
behalf in one or more States or areas eli¬ 
gible for the sale of such insurance. 

(b) Technical or trade terms used in 
this subchapter or in the crime insurance 
policies issued by the Federal Insurance 
Administrator and not otherwise defined 
therein shall be deemed to have the most 
general meaning they have in the stand¬ 
ard crime insurance policies providing 
similar coverages issued by private insur¬ 
ance companies. 

§ 1930.2 Description of program. 

(a) Title VI of the Housing and Urban 
Development Act of 1970 (Public Law 91- 
609, approved Dec. 31. 1970) authorizes 
the Secretary of Housing and Urban De¬ 
velopment on and after August 1. 1971. 
to make crime insurance available at af¬ 
fordable rates in any State in which a 
critical market unavailability situation 
for crime Insurance exists that has not 
been met through appropriate State ac¬ 
tion. The Secretary is directed to con¬ 
duct a continuing review of the market 
availability situation in each of the sev¬ 
eral States to determine whether crime 
insurance is available at affordable rates 
either through the normal insurance 
market or through a suitable program 
adopted under State law. The Secretary's 
basic authority under this title has been 
delegated to the Federal Insurance 
Administrator. 

(b> The purpose of the delayed effec¬ 
tive date for the Federal program is to 
give the private property insurance in¬ 
dustry and the State Insurance authori¬ 
ties an opportunity to solve the crime 
insurance unavailability problem through 
the establishment of appropriate pro¬ 
grams under the authority of State law. 
Where adequate State solutions to the 
price and market problems are adopted. 
Federal crime insurance will not be sold. 

(c) In States where the sale of Fed¬ 
eral crime insurance is undertaken, poli¬ 
cies will initially be sold primarily 
through agents and brokers licensed 
to engage in the insurance business 
within the State for which the policy Is 
written. Policies may also be purchased 
from the appropriate servicing company. 

(d> Lists of States designated as eli¬ 
gible for the sale of Federal crime Insur¬ 
ance will be published from time to time 
in § 1931.1 of this chapter, subject to 
periodic revisions pursuant to determina¬ 
tions by the Federal Insurance Admin¬ 
istrator that a critical crime insurance 
market unavailability or prohibitive cost 
situation exists In a particular State, or 
that the standard lines of crime insur¬ 
ance have become available at affordable 
rates either through a suitable State pro¬ 
gram or through the private Insurance 
market. 

§ 1930.3 Operation of program and in- 
applicability of Stair law*. 

(a) The crime insurance program au¬ 
thorized by the Act is a direct Federal 
program, and its operations, receipts, 
and funds are exempt from any form of 
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Federal, State, or local taxation in ac¬ 
cordance with section 1250 of the Act 
<12 UB.C. 1749bbb-20). In carrying out 
the program, the*Administrator is au¬ 
thorized to define terms (section 1203 
<b>: 1749bbb-2(b)), to issue regulations 
• section 1247; 1749bbb-17>, to establish 
premium rates (section 1233: 1749bbb- 
10c), to prescribe terms, conditions, and 
limits of coverage (section 1231(b); 
l?49bbb-10a<b)), and to make use of the 
existing faculties and services of insur¬ 
ance companies, agents, and brokers as 
fiscal agents of the United States (sec¬ 
tion 1232; 1749bbb-10b>. 

(b) No Federal crime Insurance policy 
issued by or on behalf of the insurer shall 
be subject to any State or local tax or 
insurance law or regulation, nor shall any 
agent, broker, or senicing company be 
subject thereto with respect to any 
monies received or action taken in pro¬ 
viding insurance to the public under the 
authority of this subchapter; and no in¬ 
surance policy shall be written by any 
agent, broker, or servicing company In 
the name or on behalf of the insurer In 
any form, or on terms and conditions, or 
with limits of coverage, or at premium 
rates, other than those then currently 
prescribed by the Insurer. Failure by any 
insurance company, broker, or agent to 
comply with this requirement may result 
in the immediate suspension or debar¬ 
ment of the violator from any further 
participation In the program. 

(c) Nothing In this 3 1930.3 shall be 
construed as authorizing or denying any 
State or subdivision thereof the right to 
Impose any income or other tax on fees, 
commissions, or profits earned by agents, 
brokers, or servicing companies solely 
for their own account. 

§ 1930.4 Offer to agents land broker* to 
»rll Federal crime insurance. 

(a) Pursuant to the authority con¬ 
tained in section 1232 of the Act <12 
UB.C. 1749bbb—10b), the Insurer hereby 
offers to pay to any eligible agent or 
broker a commission in an amount equal 
to the specified percentage of the appli¬ 
cable policyholder premium with respect 
to each Federal crime Insurance policy 
he procures for an eligible property 
owner. In accordance with the provisions 
of this subchapter. The actual submis¬ 
sion of a valid and complete application 
resulting in the issuance of a policy to 
an eligible insured, all on approved forms 
and in accordance with the provisions of 
this subchapter, shall be deemed an ac¬ 
ceptance of this offer, subject to avoid¬ 
ance from the Inception of the policy In 
the event of fraud or misrepresentation 
and to cancellation by the insurer (for 
any of the reasons set forth in 9 1931.7 
of this chapter) or by the insured, and 
provided the agent or broker at the time 
of submitting the application for the 
prospective insured promptly transmits 
the gross amount of the policyholder pre¬ 
mium then due to the servicing company 
designated by the insurer for the ap¬ 
plicable area and complies, with respect 
to such policy, with any additional pro¬ 
cedural requirements the servicing com¬ 
pany may then have imposed with the 


consent of the Insurer. It shall be a 
further condition of this offer that the 
agent or broker must certify on the ap¬ 
plication that he has fully carried out the 
duties set forth in the “Agent’s Duties- 
section of the applicable Federal crime 
insurance manual, which shall include 
explaining to the prospective Insured the 
nature of the coverage provided, the ap¬ 
plicable protective device requirements, 
and the penalties for material misrepre¬ 
sentations. The amount of the commis¬ 
sion shall be prorated in the event of 
the cancellation of any validly issued 
policy, and the agent or broker shall re¬ 
pay to the servicing company the amount 
of any unearned commission applicable 
to the then current term of the policy 
resulting from any such cancellation. 

(b) Commissions earned by eligible 
agents and brokers under the authority 
of paragraph (a> of this section shall 
be paid to them in a lump sum by the 
servicing company either monthly or on 
such other equitable basis as the Insurer 
may approve. 

(c) The specified commission per¬ 
centages of the policyholder premium for 
both residential and commercial insur¬ 
ance coverages shall be the following: 
Initial policies, territory 01. 16 percent; 
02. 15 percent; 03. 14 percent; and for 
all renewal business, the commission 
shall be 12 percent. The renewal com¬ 
mission rate shall apply to any prop¬ 
erty that has previously been insured 
under the piogram unless the lapse of 
time since the termination of the pre¬ 
vious policy Is in excess of 2 years: Pro¬ 
vided, That the commission for any such 
renewed policy shall be deemed payable 
only to the agent or broker. IX any, who 
actually submits the renewal application 
or who Is identified by the Insured on 
the renewal application as having ex¬ 
plained the protective device require¬ 
ments applicable to the renewal policy. 

<d) No service, placement, or other fee 
shall be charged by any agent, broker, or 
servicing company to any applicant or 
property owner under the program. 

<e> For the purposes of this offer, an 
eligible agent or broker means an agent 
or broker who is. at the time of making 
application for the policy, authorized to 
act as an agent or broker with respect 
to the 8tate where the insured premises 
are located and who has not been sus¬ 
pended or debarred by the insurer. An 
eligible property owner is an applicant 
whose premises to be insured are located 
In a State then currently designated as 
eligible for the sale of Federal crime in¬ 
surance in I 1931.1 of this chapter. 

(f) Neither this 9 1930.4 nor any ac¬ 
ceptance of this offer shall be deemed 
to confer upon any agent or broker any 
authority to act for, represent, or bind 
the Insurer or the United States except 
as otherwise expressly provided herein. 

§ 1930.3 Dulir* of MTvicinK companies. 

(ft) The general duties of servicing 
companies shall be as set forth In this 
9 1930.5, subject to the provisions of the 
actual contracts entered Into with such 
companies by the insurer. 


<b> Except as otherwise required by 
their contracts with the Insurer, servic¬ 
ing companies shall: 

(1) Provide information to eligible 
property owners and to Interested agents 
and brokers within the servicing area; 

(2) Provide crime insurance manuals 
to eligblc agents and brokers within the 
servicing area; 

(3) Supply application forms and no¬ 
tice and proof of loss forms to eligible 
agents and brokers and to prospective 
applicants on request; 

<4) Maintain, control, and account for 
applications for insurance received from 
eligible agents, brokers, and applicants; 

(5) Verify the eligibility of applicants 
for the coverages sought; 

(6) Issue policies only on forms pre¬ 
scribed and supplied by the insurer, or 
else promptly notify applicants (through 
the appropriate agent or broker, if any > 
of Ineligibility; 

(7) Deposit the applicant's premium 
check in a special bank account. If no 
policy is issued, refund the amount of 
the premium to the applicant through 
the agent or broker. If any; 

(8) Issue periodic commission payment 
checks to cooperating agents and 
brokers; 

(9) Provide statistical and accounting 
records, coding, and reports. In hard 
copy and machine-readable forms, as 
specified In the Insurer s statistical plan 
and accounting instructions, and as may 
be specifically requested by the Insurer, 
all in timely fashion; 

(10) Receive, control, and account for 
all crime Insurance claims submitted 
within its servicing area; 

(11) Verify claims data and existence 
of required protective devices, adjust 
losses as required by insurer through an 
impartial selection of adjusters, and 
promptly pay all valid claims; 

(12) Bill policyholders directly for 
premiums at least 45 days in advance 
of due dates, and send a copy of each 
premium or renewal notice to the agent 
or broker of record, if any; 

(13) Periodically obtain updated 
applications or certifications from in¬ 
sureds for verification and Incorporation 
in statistical and accounting records. 

§ 1930.6 Names and ad«lrc**e* of servic¬ 
ing ro inpanic*. 

The following companies have been 
designated to act as servicing companies 
for the program in the States indicated 
for the period commencing August 1* 
1971. and ending July 31, 1972: 
Connecticut—Aetna Casualty ft Surety Co., 

Ill Pearl Street, Hartford, CT 06103. 
District of Columbia—Aetna Casualty ft 

Surety Co., Commerce Building, 1700 K 

Street NW., Washington. DC 20006. 
niinois—Insurance Company of North 
America. 

Chicago—167 Weal Jackson Boulevard. 
Chicago. IL 60604. 

St. Louis—Suite 444, Carondeiet East 
Building, 7710 Carondeiet Avenue. Clay¬ 
ton, St. Louis, MO 63105. 

Peoria—Suits 1600, Savings Building. 411 
Hamilton Boulevard. Peoria, EL 61602. 
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Maryland—Insurance Company of North 
America. 

Baltimore—303 East Fayette 81reel, Balti¬ 
more. MO 21303. 

Washington Suburbs—3133 Wisconsin Ave¬ 
nue NW„ Washington. DC 20007. 
Massachusetts—Aetna Casualty & Surety 
Oo„ 10 Post Omoe Square, Boston, Mass. 
02109. 

Missouri—Aetna Casualty Sc Surety Co.. 1600 
Pierce Building. 112 West Fourth Street, 
St. Louis, MO 63102. 

New York—Aetna Casualty Si Surety CO.. 151 
William Street. Now York, NY 10038. 
Ohio—Aetna Casualty Sc Surety Oo„ Union 
Commerce Building. 925 Euclid Avenue. 
Cleveland, OH 44114. 

Pennsylvania—Insurance Company of North 
America. 

Harrisburg—1300 Plaza West. 1300 Market 
Street. Lemoyne. PA 17043. 
Philadelphia-625 Walnut Street. Phila¬ 
delphia. PA 19105. 

Pittsburgh—I.N.A. Building. Parkway Cen¬ 
ter, 875 Oreentree Road. Pittsburgh. PA 
15220. 

Suburban Philadelphia—131 West Wayne 
Avenue, Wayne, PA 19087. 

Rhode Island—American Uni vernal Insur¬ 
ance Co.. 114 Wayland Avenue. Box 6328. 
Providence, RI 02904. 

PART 1931—PURCHASE OF INSUR¬ 
ANCE AND ADJUSTMENT OF CLAIMS 
8ec. 

1931.1 States eligible for the tale of crime 

insurance. 

1931.2 Eligibility requirements applicable 

to property owners. 

1931.3 Use of prescribed forms required. 

1931.4 Terms and conditions of policy to 

govern. 

1931.5 Where to purchase coverage. 

1931.6 How to report claims. 

1931.7 Cancellations, modifications, and re¬ 

newals of ooveraga. 

193IB Inquiries and complaints. 

1931 9 Penalties for false statements. 
1931.10 Nondiscrimination. 

Authositt: The provisions of this Part 
1931 issued under sec. 7(d), 79 Stat. 670: 
42 U.8C. 3535(d); sec. 1103, 82 8tat 566: 
12U-8.C. 1749bbb-17. 

§ 1931.1 Slates eligible for the sale of 
crime insurance. 

(a) In accordance with section 1231 of 
the Act (12 U.S.C. 1749bbb-10a). the Ad¬ 
ministrator has reviewed the market 
availability situation in each of the sev¬ 
eral States to determine whether crime 
insurance is available at affordable rates 
cither through the normal Insurance 
market or through a suitable program 
adopted under State law. 

<b> On the basis of the information 
available to date, the Administrator has 
concluded that the following States have 
an unresolved critical market unavail¬ 
ability situation which will necessitate 
the implementation of the Federal crime 
insurance program within such States on 
August 1,1971: 

Connecticut. MImoutL 

DUtrict of Columbia. New York. 
niinoU. Ohio, 

Maryland. Pennsylvania. 

Mawaohueotta. Rhode Island. 

(c) If.any of the States listed In para¬ 
graph (b) of this section, after the effec¬ 
tive date of this subchaptcr. adopts a 
suitable program under State law to 


make the standard lines of crime insur¬ 
ance available within that State at af¬ 
fordable rates, or if such insurance 
becomes generally available through the 
normal insurance market at affordable 
rates, then In either case the eligibility 
of such State for the subsequent sale of 
crime insurance under the Program will 
be promptly terminated by the insurer. 

(d) Notwithstanding the provisions of 
^ 1931.7, Federal crime insurance policies 
In force at the time a State Is determined 
to be ineligible for further participation 
in the program shall thereupon be ter¬ 
minated upon 30 days' written notice to 
the policyholder effective on the next 6- 
month anniversary date of the policy, 
and no further coverage for such policy¬ 
holder with respect to premises located 
in such State shall thereafter be written 
unless the State again becomes eligible 
under the program. 

§ 1931.2 Eligibility requirement* appli¬ 
cable to property owner*. 

(a) TO be eligible for the purchase of 
Federal crime insurance under the pro¬ 
gram. a property owner or tenant must: 

(1) Apply separately for coverage for 
each eligible premises within an eligible 
State and personally sign each applica¬ 
tion, cither on the application form itself 
or on any applicable amendatory en¬ 
dorsement. or both, as the Insurer may 
require: 

(2) Certify, under penalty of Federal 
law pertaining to fraud or misrepresen¬ 
tation (18 UJS.C. 1001), that each such 
premises meets the applicable protective 
device standards set forth in Part 1932 
of this chapter : 

(3) Pay the 6-month premium Install¬ 
ment due at the time of application. 
Coverage will commence at noon on the 
day following the date of application 
unless a later date is specified in the 
application; 

(4) Agree to permit inspections of the 
Insured premises by the insurer or his 
representative at any reasonable time 
or times: and 

(5) Agree to report to law enforce¬ 
ment authorities all crime losses of prop¬ 
erty covered under each policy, whether 
or not a claim is filed. 

(b) Failure to comply fully with the 
requirements of paragraph (a) of this 
section may result in the avoidance, can¬ 
cellation, or nonreneival of coverage, as 
set forth in 5 1931.7. 

<c) Any false statement In the appli¬ 
cation may void the policy. Intentionally 
false or misleading statements, either 
In the application or In connection with 
any claim submitted under the pro¬ 
gram, may also result In prosecution for 
fraud under 18 U.8.C. 1001, in accord¬ 
ance with I 1931.9. 

§ 1931.3 Uw of prescribed form* re¬ 
quired. 

No Federal crime insurance is author¬ 
ized to be written under the program on 
any form other than the form prescribed 
by the insurer for the type of coverage 
involved. Any insurance policy purport¬ 
edly Issued on behalf of the Insurer or 
any other form shall not be binding 


upon the insurer and shall not confer any 
liability upon the insurer by reason of 
any act or representation of the agent, 
broker, or servicing company In ille¬ 
gally causing such policy to be issued. 

g 1931.4 Term* and condition* of policy 
to govern. 

(a) Except as otherwise specifically 
provided by this subchapter, the respec¬ 
tive rights and duties of the insurer 
and the Insured shall be as set forth In 
the prescribed application form and the 
prescribed policy form. All purchasers 
of Federal crime Insurance shall be 
deemed to have knowledge of the terms 
and conditions of coverage set forth in 
such policies and in this subchaptcr. Al¬ 
though the insurer will endeavor to pro¬ 
vide actual notice of policy changes 
through the appropriate servicing com¬ 
pany, modifications of this subchapter 
that are made during the term of an 
existing policy shall automatically be¬ 
come applicable to the policy at the 
time of its next renewal. All Federal 
crime insurance policies shall be Issued 
for a term of 1 year, subject to semi¬ 
annual premium payments. 

<b> The rights of the insurer to re¬ 
quire inspections of the insured prem¬ 
ises. production of books and records, 
appraisals of damaged property, subro¬ 
gation In the event of payment, and 
prompt notice in the event of loss, shall 
be as specified in the prescribed policy, 
of which the application forms a part. 
The rights of the insured with respect to 
the coverages provided, extensions of 
coverage outside the insured premises 
or with respect to other persons, limits 
of such coverages, appraisals, cancella¬ 
tions. and Judicial review shall be as set 
forth in the prescribed policy. 

(c) Changes in the provisions of this 
subchapter which broaden or liberalize 
the coverages being provided under the 
prescribed policy forms, but do not re¬ 
quire any additional premium to be 
charged, shall be applicable to all exist¬ 
ing and future policies of Insurance as of 
the date of their adoption, without the 
necessity of endorsement. 

§ 1931.5 \Hifff to purrlia** coverage. 

Subject to the provisions of tills sub¬ 
chapter. Federal crime Insurance cover¬ 
age may be purchased from any prop¬ 
erty insurance agent or broker author¬ 
ized to do business in the State In which 
the premises to be insured arc located, 
or directly from the appropriate servicing 
company. 

g 1931*6 How to report claim*. 

Losses under a Federal crime insur¬ 
ance policy which exceed the applicable 
deductible may be reported either to the 
agent or broker through whom the ap¬ 
plication was submitted, or directly to 
the servicing company designated for 
the area In which the loss occurs. The 
claimant will be required to report all 
pertinent information, including a de¬ 
scription of the loss, time, place, owner¬ 
ship. manner of acquisition, cost, depre¬ 
ciation. current value, amount of claim, 
and whether the insured has incurred 
previous losses under the policy. A sworn 
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proof of loss statement must be submitted 
to the adjuster or servicing company that 
processes the claim, 

§ 1931.7 Cancellation*, modification*, 
and renewal* of coverage. 

(a) Unless coverage lias previously 
been canceled or renewal Is refused by 
the Insurer for one or more of the rea¬ 
sons set forth In this part, each property 
owner within an eligible State who is 
validly Insured under any policy or poli¬ 
cies of insurance issued under the Fed¬ 
eral crime Insurance program shall be 
entitled to renew (to, to purchase the 
then current and applicable form of 
crime Insurance) coverage upon the ex¬ 
piration of such existing policy or poli¬ 
cies. The renewal shall be subject to the 
rules, regulations, and policy terms, con¬ 
ditions. and rates then In effect. 

(b) A renewal notice will be sent by 
the servicing company to the insured at 
least 45 days prior to the expiration date 
of each policy, accompanied by a pre¬ 
mium statement and a renewal applica¬ 
tion containing a certification to be 
executed by the insured stating that his 
premises meet the then applicable Fed¬ 
eral crime insurance eligibility require¬ 
ments, which will be set forth in the 
notice. The 6-month premium Install¬ 
ment then due, together with the in¬ 
sured's certification as required, must be 
received by the servicing company not 
later than the expiration date of the pre¬ 
vious policy in order to prevent a lapse in 
coverage. If timely payment is received, 
no new policy will normally be issued, 
and an eligible insured's check or receipt 
shall constitute his proof of payment. 
However, if timely payment is not 
received, or if substantial changes 
have been made in the regulations 
or provisions governing the pertinent 
crime insurance coverage during the 
term of the insured’s previous coverage, a 
new policy in its entirety may be issued. 
Reinstatement of lapsed policies by serv¬ 
icing companies shall not be permitted. 

<c) Changes in limits of coverage may 
be made only upon the submission of a 
new or renewal application. If the insured 
requests that such changes be made 
effective on the 6-month anniversary 
date of the original effective date of the 
policy, no penalty will be incurred and 
the changed limits of coverage will com¬ 
mence upon the payment of any addi¬ 
tional premium required. However, if the 
property owner desires an effective date 
other than such 6-month policy anni¬ 
versary date, the requested change shall 
be effected only upon cancellation and 
reissuance of the policy and the insured 
shall be entitled only to a partial refund 
of the unearned premium in accordance 
with normal short-rate cancellation pro¬ 
cedures. 8uch short-rate cancellation 
procedures shall also be applicable to 
any cancellation by the insured during 
the term of any policy, except at the 
time of the 6-month anniversary date 
of the original effective date of such 
policy or upon the insured's moving from 
the described premises. 

(d) Notwithstanding any unqualified 
cancellation provisions contained in the 
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prescribed policy forms, the insurer 
hereby limits his right to cancel, or to 
refuse to renew coverage, to the follow¬ 
ing grounds: (1) Any nonpayment of 
premium. (2) fraud or misrepresentation 
in the application or upon any renewal 
of coverage, or in connection with either. 

(3) fraud or misrepresentation in con¬ 
nection with the submission of a claim, 

(4) the use of the insured premises with 
the knowledge of any insured for any ille¬ 
gal activity, or (5) any other substantial 
failure to comply with the provisions of 
this subchapter or of the insurance pol¬ 
icy, as determined by the insurer and 
stated in its notice of cancellation. Can¬ 
cellations on any of the grounds in sub- 
paragraph (2), (3), or (4) of this para¬ 
graph mAy, at the discretion of the 
insurer, be made retroactive to the date 
of the first known wrongful act. Refunds 
of unearned premiums, if any. shall be 
subject to offsets for the insurer's ad¬ 
ministrative expenses < including the 
payment of agents’ commissions in prior 
years, if any) in connection with the 
issuance of the policy and any inspec¬ 
tions of the applicant’s premises. Ex¬ 
cept as provided by S 1932.4 of this chap¬ 
ter. cancellations by the insurer for 
either of the remaining two grounds, or 
as provided by paragraph <e) of this sec¬ 
tion. shall be upon 30 days’ written 
notice, and the insured shall be entitled 
to a short-rate refund of unearned 
premium, if any. 

(e) Willful or repeated failures of an 
Insured to report to law enforcement 
authorities any losses of property cov¬ 
ered under the policy, as required by 
§ 1931.2(a) <5>. may be deemed by the 
insurer to warrant cancellation of cov¬ 
erage upon 30 days’ written notice. How¬ 
ever, such failure may be waived by the 
insurer prior to cancellation for good 
cause shown. 

(f) No property owner whose Fed¬ 
eral insurance coverage has been can¬ 
celed (whether from inception or after 
notice) or for whom the insurer has re¬ 
fused to renew coverage, for any of the 
reasons in subparagraph (2), (3), (4), 
or (5> In paragraph <d> of this section 
or under paragraph <e) of this section, 
shall be eligible for any further Insur¬ 
ance under the program except upon the 
written waiver of the Administrator, 
granted for good cause shown. If 
granted, the waiver of ineligibility must 
be presented to the appropriate agent, 
broker, or servicing company by the 
property owner within 30 days of the 
date it is granted, and a copy thereof 
shall be made a part of the property 
owner's application and shall be incor¬ 
porated as part of any policy subse¬ 
quently Issued. 

§ 1931.8 1 nquiri<> and complaint** 

(a) Inquiries or complaints about the 
Federal crime insurance program should 
initially be directed to the property 
owner's agent or broker, or to the serv¬ 
icing company designated for the area 
in which the premises are located. 

(b) Inquiries or complaints with re¬ 
spect to which satisfactory Information 
or action cannot be obtained through 


local sources, and general or legal in¬ 
quiries pertaining to the nature of the 
program, may be addressed to the Fed¬ 
eral Insurance Administrator, Depart¬ 
ment of Housing and Urban Develop¬ 
ment, Washington, D.C. 20410. 

§ 1931.9 Penalise* for false Mjitrmrnt*. 

All information provided by an appli¬ 
cant or a claimant on any form approved 
by the insurer, including representations 
as to the date on which such form is 
signed, shall be deemed material to the 
Issuance of the policy applied for and 
to the disposition of claims submitted 
thereunder. Any false statement, mis¬ 
representation. or concealment in the 
execution or submission of such forms, or 
in any writing or document knowingly 
submitted by the applicant or claimant 
in connection therewith, may result in 
his prosecution by the United States for 
fraud under 18 U8.C, 1001, subject to a 
fine of not more than $10,000 or impris¬ 
onment of not more than 5 years, or 
both. 

§ 1931*10 Nondifrrrimination. 

The Federal crime insurance program 
and all policies issued or serviced there¬ 
under are subject to title VI of the Civil 
Rights Act of 1964. 42 U.S.C. 2000d. and 
to the applicable Federal regulations and 
reaulrements Issued from time to time 
pursuant thereto. No persons shall be 
excluded from participation in. denied 
the benefits of. or subjected to discrimi¬ 
nation under the program, on the ground 
of race, color, or national origin. Any 
complaint or information concerning 
tlie existence of any such unlawful dis¬ 
crimination in any matter within the 
purview of this subchapter should be re¬ 
ferred to the Administrator. 

PART 1932—PROTECTIVE DEVICE 
REQUIREMENTS 

Subpart A—Conorol 

1032 1 Definitions. 

1032.2 Purpose of protective device 
requirements. 

1032 3 CloAftlficatlon of properties. 

1032.4 Lack of proteotlve devices void# 
policy. 

Svbparf B— -Residential Properties 

1032.21 Minimum standards for residences 
and apartments. 

Subporf C—Nonrosldontiol Properties 

1932.31 Minimum standards for Industrial 
and commercial properties. 

Authority : The provisions of this Part 
1932 issued under sec. 7(d), 79 Slat. 670: 
42 U.S.C. 3635(d); sec. 1103, 82 Stat. 666; 12 
U.S.C. 1749bbb-17. 

Subpart A—General 

§ 1932.1 Definition*. 

As used In this subchaptcr. the term— 

(a) "Baffle" means a piece of metal 
that covers the opening between a door 
and its frame at the area of penetra¬ 
tion of the bolt or latch to deter the inser¬ 
tion of tools and prevent the exertion 
of pressure against the bolt or latch; 

(b) "Central station, supervised serv¬ 
ice alarm system" means a silent alarm 
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system that is constantly In operation, 
which signals upon any breach of a door, 
window (Including storefront windows 
and unbarred skylights). or other acces¬ 
sible opening to the protected premises, 
at a private sentry or guard headquarters 
that is attended and monitored 24 hours 
a day, that dispatches guards to the pro¬ 
tected premises immediately upon the 
activation of the alarm, that periodically 
checks the operation and effectiveness of 
the system, and that notifies law en¬ 
forcement authorities ns soon as the 
breach of the premises 1 s confirmed; 

<c> “Dead bolt" means a locking de¬ 
vice using a fixed bolt that, when In 
locked position, cannot be retracted by 
a door knob or handle or other normal 
door opening device or by the application 
of force against the penetrating end of 
the bolt; 

(d) “Dead latch" means a locking 
device, usually spring-operated, that in¬ 
corporates a feature to render the latch 
rigid In its locked position and incapable 
of release by prying or by the turning of 
an outside door knob or handle or similar 
door opening device; 

(e) "Dead lock" means a locking device 
incorporating a lock that cannot be 
pushed or retracted into a door or win¬ 
dow by the use of tools inserted between 
the frame of the door or window and the 
door or window Itself. Except as other¬ 
wise indicated, a dead lock may be 
equipped with a dead bolt or a dead 
latch; 

(f) “Double cylinder dead bolt lock" 
means a dead bolt lock that can be re¬ 
leased from its locked position only by a 
key. whether on the inside or the out¬ 
side of the door; 

(g) “Local alarm system" means an 
alarm system that signals loudly at the 
premises by means of one or more tam¬ 
per-protected sounding devices upon any 
breach of a door, window (including 
storefront windows and unbarred sky¬ 
lights). or other accessible opening to 
the protected premises; 

(h) “Silent alarm system" means an 
alarm system that signals at a location 
other than the location where it is in¬ 
stalled upon any breach of a door, win¬ 
dow (including storefront windows and 
unbarred skylights), or other accessible 
opening to the protected premises; and 

(1) “Throw." when used in the context 
of a locking device, means the distance 
that its bolt or latch protrudes from the 
body of the device w'hen the bolt or latch 
is in a locked position. 

( 1932.2 Purpow of protective de\iee 
requi rente nU. 

(a) Section 1231(b) of the Act (12 
U.8.C. 1749bbb-10a<b>) provides that no 
Federal crime insurance shall be made 
available to a property which is deemed 
by the insurer to be uninsurable or to a 
property with respect to which reason¬ 
able protective measures to prevent loss, 
consistent with standards established by 
the insurer, have not been adopted. 

(b) It is the intention of the insurer 
to require at the Inception of the pro¬ 
gram only those protective devices gen¬ 
erally in use or readily available for par- 
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ticular typos and classes of properties at 
the present time. As the program pro¬ 
gresses, however, the insurer proposes to 
amend these requirements from time to 
time to enforce a higher and more effec¬ 
tive standard of protection against ordi¬ 
nary property crimes than now exists. 
Such revised requirements are not ex¬ 
pected to be published more often than 
once a year and will be applicable only to 
crime insurance policies Issued or re¬ 
newed after their effective date. 

(c) Protective device standards that 
Impose less-stringent or optional alter¬ 
nate requirements upon applicants and 
insureds, as well as clarifications of ex¬ 
isting standards, may be published at 
any time and shall be applicable both to 
new policies and to renewals and. at the 
option of the insured, to crime insurance 
policies already in force. 

§ 1932.3 Clauwificnlion of properlie*. 

The protective devices required under 
this part fall into two broad categories, 
residential and commercial. Require¬ 
ments for residential properties are ex¬ 
pected to remain relatively stable and 
are not likely to vary by classes. The 
protective devices required for commer¬ 
cial and industrial properties will vary 
greatly by the type of risk involved and 
will be changed periodically as experi¬ 
ence and knowledge are gained under the 
program and from studies being under¬ 
taken by other public and private 
agencies. 

§ 1932.1 Lack of protective device* voids 
policy. 

(a) Each property owner applying for 
Federal crime insurance shall be per¬ 
sonally responsible for meeting the pro¬ 
tective device requirements applicable 
to the type of property for which he 
seeks insurance. Ignorance of such re¬ 
quirements shall not be deemed an ex¬ 
cuse for any lack of compliance with 
the protective device requirements of 
this subchapter, and any person who is 
doubtful as to whether the protective 
devices existing on his premises at the 
time of application meet such require¬ 
ments should seek competent technical 
advice before actually making applica¬ 
tion. 

(b) Although agents and brokers are 
expected to assist and advise property 
owners as to the requirements for and 
adequacy of protective devices, no agent 
or broker shall be authorized to approve 
or disapprove on behalf of the insurer 
the adequacy of any required protective 
devices, and any representation to the 
contrary Is false and shall be void. 

(c) Premises found upon inspection to 
lack installation of the required protec¬ 
tive devices shall be deemed to have been 
misrepresented at the time of applica¬ 
tion, and no Insurance coverage shall be 
deemed to have attached, regardless of 
the length of time the policy ostensibly 
has been in force, unless the property 
owner can clearly establish that a re¬ 
moval of the protective devices actually 
occurred subsequent to the issuance of 
the policy, in which event the policy shall 
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be deemed canceled by the Insured as 
of the date of such removal. 

(d) The Insured shall promptly notify 
the servicing company of any malfunc¬ 
tion or breakdown of protective devices 
and supply it with all relevant facts at 
the time the deficiency occurs. If such 
deficiency is corrected within the time 
specified by the servicing company, no 
lapse in coverage will result. 

(*) Premises found upon inspection 
to be deficient in meeting the then cur¬ 
rently applicable protective device re¬ 
quirements because of the uncorrected 
inadequacy, inoperability, or malfunc¬ 
tion of existing protective derices shall. 
In the absence of evidence of fraud or 
misrepresentation, be deemed to have 
been ineligible for coverage from the 
date of most recent application or re¬ 
newal. whichever is applicable, and no 
coverage under the program shall exist 
with respect to such premises, regard¬ 
less of the length of time the insured 
may have had coverage prior to such in¬ 
valid application or renewal. 

Subpart B—Residential Properties 

§ 1932.2! Minimum ManrlimU for rr«i> 
(Imre* and apartment*. 

In order to be eligible for Federal 
crime insurance, residential premises 
shall meet the following minimum 
standards; 

(a) Each exterior doorway or doorway 
leading to garage areas, public hallways, 
terraces, balconies, or other areas afford¬ 
ing easy access to the insured premises, 
shall be protected by a door which, if not 
a sliding door, shall be equipped with a 
dead lock using either an interlocking 
vertical bolt and striker, or a minimum 
Mi-inch throw dead bolt, or a minimum 
Mi-inch throw self-locking dead latch. 

(b) All sliding doors, first floor and 
basement windows, and windows open¬ 
ing onto stairways, fire escapes, porches, 
terraces, balconies, or other areas afford¬ 
ing easy access to the premises, shall be 
equipped with a locking device of any 
kind. 

Subparl C—Nonrcsidentiol Properties 

§ 1932.31 Minimum ftlnmlArd* for in- 
duMfial and commercial proftenir*. 

In order to be eligible for Federal 
crime Insurance, a non residential prem¬ 
ises shall meet the following minimum 
standards: 

(a) Except for doorways that are com¬ 
pletely protected during nonbusiness 
hours by heavy-duty overhead doors or 
metal security screens or the equivalent, 
each exterior door shall be equipped with 
either a heavy-duty dead lock < utilizing 
either Interlocking vertical bolts and 
striker or else a 1-inch dead bolt that ex¬ 
tends at least one-half inch into the 
frame of the door >, or a heavy-duty pad¬ 
lock (with caschardened steel shackle, 
five-pin tumbler operation, and unre¬ 
movable key when In unlocked position), 
or a comparable dead lock or padlock 
that provides equivalent protection. 
Where applicable fire and safety laws 
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permit their use. double-cylinder locks 
are recommended. 

<b> All exterior grate or grill-type 
doors, overhead doors, and security 
screens or grill work (unless permanently 
installed > shall be equipped with locks 
that meet the requirements of paragraph 
(a > of this section. 

(c) Except for doorways that are 
completely protected during nonbusiness 
hours by heavy-duty overhead doors or 
metal security screens or the equivalent, 
each exterior door shall be of heavy 
gauge metal, tempered glass, or solid 
wood core (not less than 1% inches 
thick) construction, or else shall be cov¬ 
ered with metal sheeting of at least 16 
gauge OAs-inch thick) or its equivalent, 
or with grillwork. to give like protection; 

(d) Outside hinge pins shall be 
welded, flanged, or screw-secured, non¬ 
removable pins; 

(e) Except where expressly prohibited 
by applicable laws pertaining to fire pro¬ 
tection. accessible openings exceeding 
96 square inches in area and 6 inches in 
the smallest dimension (other than 
storefront display windows), shall either 
meet the standards for exterior doors, or 
else shall be protected by inside or out¬ 
side iron bars one-half inch in diameter, 
or by flat steel material, spaced not more 
than 6 Inches apart and securely 
fastened, or by iron or steel grills of J4- 
inch material of 2-inch mesh, securely 
fastened, or by other heavy-duty ma¬ 
terial that provides equivalent protec¬ 
tion. The requirements of this paragraph 
shall not apply to skylights protected by 
alarm systems. 

<f) The following types of establish¬ 
ments whose inventories pose a particu¬ 
larly heavy risk shall, as a minimum, in 
addition to the requirements of para¬ 
graphs (a) through (e) of this section, 
be protected by the type of alarm system 
Indicated. If the system specified in sub- 
paragraph (1) of this paragraph Is not 
available In the community in which the 
premises are located, the type of system 
specified in subparagraph (2) of this 
paragraph shall be permitted. 

(1) Central station, supervised service, 
alarm systems shall be required for the 
following: 

(1) Jewelry—manufacturing, whole¬ 
sale, and retail; 

(U) Gun and ammunition shop; 

(ill) Wholesale liquor; 

(iv) Wholesale tobacco; 

(v) Wholesale drug; and 

(vi) Pur store. 

(2) Silent alarm systems shall be re¬ 
quired for the following; 

(i) Liquor store; 

(ii) Pawn shop; 

(til) Electronic equipment store; 

(iv) Wig shop; 

(v) Clothing (new) store: 

(vi) Coin and stamp shop; 

(vii) Industrial tool supply house: 

(vlii) Camera store; and 

Ux) Precious metal storage facility. 

(3) Local alarm systems shall be re¬ 
quired for the following: 

(i) Antique store; 

(ii) Art gallery; and 


(ill) Service station. 

(g) The protective device requirements 
set forth in this section shall not apply 
to premises which are insured only un¬ 
der Option 2 against the peril of robbery 
only, as provided in paragraph (c) of 
$ 1933.25 of this chapter. 

PART 1933—COVERAGES, RATES, 
AND PRESCRIBED POLICY FORMS 

Subparl A—Residential Crime Insurance Coverage 

Sec. 

1933.1 Description of residential coverage. 

1933.2 Limits of residential coverage. 

19333 Amount of residential policy de¬ 
ductible. 

1933.4 Residential crime Insurance rates. 

1933.5 Required residential policy form. 

Subpart B— Commercial Crime Intwrorxe 
Coverage 

1033.21 Description of commercial coverage. 

1933.22 Limits of commercial coverage. 

1933.23 Amount of commercial policy de¬ 

ductible. 

1033.24 Classification of commercial risks. 
1933.26 Commercial crime insurance rates. 
1933.26 Required commercial policy form. 

Authority: The provisions of this Part 
1933 Issued under sec. 7(d), 79 Stat. 670: 42 
U.S.C. 3535(d); sec. 1103, 82 8t*t 566: 12 
U.S.C. I749bbb-17. 

Subpart A—Residential Crime 
Insurance Coverage 

8 1933.1 De*rri|ition of residential rov- 
rrage. 

(a) The purpose of this $ 1933.1 Is 
descriptive only, and It shall be subject 
to the express terms and conditions of 
the policy form prescribed in $ 1933.5. 

(b> The initial policy issued by the 
insurer for residential properties shall 
be known as the residential crime insur¬ 
ance policy. 8ubject to its terms, the 
policy reimburses an insured for loss 
from burglary and larceny incident 
thereto, robbery (including observed 
theft), or attempt thereat, of personal 
property from the premises or in the 
presence of an insured, and for damage 
to the premises caused by any such at¬ 
tempt. It also covers damage to the in¬ 
terior of the part of the building occu¬ 
pied by the named insured’s household 
at the described premises, and to the 
insured property both therein and away 
from the premises, caused by vandalism 
or malicious mischief: Provided, That 
with respect to damage to the building 
an insured is the owner thereof or is 
liable for such damage. The policy is 
subject to the exclusions set forth 
therein. 

(c) The residential crime Insurance 
policy shall be written only for an indi¬ 
vidual, or for a single family or house¬ 


hold. living in a one-to-four family house 
or as tenants in separate living quarters 
in an apartment building or dormitory. 
Premises in hotels (other than residence 
hotels where normal occupancy exceeds 
6 months in duration) and premises 
within residential properties used in 
whole or in part for business purposes 
are not eligible for coverage under the 
residential policy. 

§ 1933.2 limit* of re*identiial coverage. 

The residential crime insurance policy 
may be written In amounts not less than 
$1,000 and not in excess of $5,000 for 
each insurable premises. Any amount of 
insurance, or fraction thereof, above a 
specified limit shall be charged the ap¬ 
plicable rate for the next higher limit 
of coverage. Specified limits of coverage 
are set forth in S 1933.4. 

§ 1933.3 Amount of residential policy 
deductible. 

The residential crime insurance policy 
shall be subject to a deductible in the 
amount of $75 for each loss occurrence, 
or 5 percent of the gross amount of the 
loss, whichever Is greater. The face 
amount of coverage specified in the pol¬ 
icy is not reduced by the application of 
this deductible. Thus, if an insured hav¬ 
ing a $5,000 policy incurs a $5,000 cov¬ 
ered loss, he would receive $4,750. If the 
loss were $6,000, he would receive the full 
$5,000. 

§ 1933.-1 Residential crime insurance 
rates. 

The premium rates for the residential 
crime Insurance policy vary according to 
the territory in which the insured prem¬ 
ises are located, as set forth in Part 1934 
of this chapter. Annual premiums for 
policy limits of $1,000. $2,000, $3,000, and 
$5,000 in each of these territorial classi¬ 
fications shall be as follows: (a) Terri¬ 
tory 01 (low risk)—$30. $40. $50, and 
$60; (b) territory 02 (average risk)—$40. 
$50. $60, and $70; and (c) territory 03 
(high risk)—$50. $60. $70, and $80. 

§ 1933.3 Required residential policy 
form. 

The following shall constitute the ap¬ 
plication form and the policy form for 
the residential crime insurance policy, 
and no other application form or policy 
form shall be used unless otherwise pro¬ 
vided by this i 1933.5. Coverage will com¬ 
mence at noon on the day following the 
date of application unless a later date 
is specified in the application. 

(a) Owner’s or tenant's Residential 
Crime Insurance Policy application 
form: 


Ciimi Insurance Program 


RESIDENTIAL CRIME INSURANCE POLICY 

This Policy (of which this Application la a 
port) covers looses from burglary and 
larceny Incident thereto, and robbery, in¬ 
cluding observed theft, subject to appli¬ 
cable limits and to a deductible, as stated 
below, and to Federal law and regulations. 


FEDERAL INSURANCE ADMINISTRATION 

(An Agency of the UB. Government) 

U3. Department of Bousing and Urban 
Development. Washington. D.C. 20410 
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ance u is afforded for loa* at or damage to 
the premia©* applies while the premia©* are 
rented by an Insured owner or tenant to an* 
other for use a* a private residence only, sub¬ 
ject to the following provisions: 

1. The insurance applies only with respect 
to property owned by an Insured. 

2 The insurance doe* not apply (a) to 
money, securities. Jewelry, watches, neck¬ 
lace*. bracelet*, gems, precious and semi¬ 
precious stones, and articles of gold or plati¬ 
num, furs, fine arts, antiques, coin or stamp 
collection*, or (b) to loss caused by a tenant 
of such premises or any of his employees or 
members of hla household. 

TV. Application of insurance tehile the 
premises arc occuptcd by three or more per - 
sons not related to the named insured. Such 
Insurance as Is afforded for lose at or dam¬ 
age to the premise* applies while the premises 
are oocuplod by three or more persons not 
related to the named insured owner or ten¬ 
ant. subject to the following provisions: 

1. The Insurance applies only w ith respect 
to property owned by the named Insured. 

3. The insurance does not apply (a) to 
money, securities; gems, precious and semi¬ 
precious stones, gold or platinum (other than 
Jewelry); antiques, coin or stamp collec¬ 
tions; or (b) to loss caused by a tenant of 
such premises or any of his employees or 
members of his household. 

3. Under this insuring agreement, the 
actual cash value of any one article of jewelry 
(including watches) shall be deemed not to 
exceed 160. 

V. Removal to other premises. If the named 
Insured moves to other premises which he In¬ 
tends to occupy permanently as his private 
residence, such Insurance as It afforded for 
loss at or damage to the premises designated 
In the Application applies subject to the 
following provisions; 

1. During the moving, for a period not to 
exceed thirty (30) days, the Insurance applies 
at tho promises and at the other premises 
and to the Insured property while in transit, 

3. Upon completion of the moving the In¬ 
surance applies at tho other premises and no 
longer appilos at the original premises: Pro* 
vided , That all coverage under this policy 
shall cease at the end or the thirty (30) day 
period, and the policy shall be deemed can¬ 
celed by the Insurer as of such date. 

VI. Policy period , ferrftory. This Policy 
applies only to loss which occurs during the 
Policy period within a State, as defined In 
13 U.8.C, 1749bbb~2 and set forth In 24 CFR 
1905.1. 

Exclusions 

This Policy does not apply: 

(a) To loss committed by an Insured; 

(b) To loss of (1) any aircraft, motor 
vehicle (other than motorized equipment de¬ 
signed for service purposes and not licensed 
for highway use), trailer, boat, or the equip¬ 
ment thereof. (3) articles carried or held as 
samples or far sale or lor delivery after sale, 
or (3) animals. Ash. or birds; 

(c) To loss sustained by a person not re¬ 
lated to an Insured who pays board or rent 
to on Insured; 

(d) To loss due to war. whether or not 
declared, civil war, Insurrection, rebellion or 
revolution, or to any act or condition inci¬ 
dent to any of the foregoing; 

(e) To loes due to nuclear reaction, nuclear 
radlAtlon. or radioactive contamination, or 
to any act or eondJtion incident to any of 
the foregoing; 

(f) While the premises are used as a 
boarding or lodging house or for any pur¬ 
pose other than private residence occupancy; 

(g) To property while In the charge of any 
laundry, cleaner, dyer, tailor, or preeser except 
by robbery or by burglary at such premises; 

(h) To property while in the mall; 
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(I) To loss away from the premises of (1) 
property pertaining to a business of an In¬ 
sured. (2) property while at any dwelling, 
including grounds, garages, stables, and 
other outbuildings incidental thereto, owned 
or occupied by or rented to an insured except 
while an Insured Is temporarily residing 
therein, (3) property of a residence employee 
unless at tho time of loss he is engaged In 
tho employment of an Insured and the prop¬ 
erty to In his custody, or the property Is at a 
dwelling as aforesaid while an Insured Is 
temporarily residing therein, (4) property 
while unattended in or on any motor vehicle 
or trailer, other than a public conveyance, 
unless the loss Is the result of forcible entry 
Into a fully enclosed and locked luggage com¬ 
partment, of which entry there are visible 
marks upon the exterior or said vehicle, and 
then for not more than $500, or (5) other 
property, except personal property owned or 
used by an Insured. 

(J) To loss If the premises are not equipped 
with tho protective devices required as a con¬ 
dition of eligibility for the purchase of this 
Policy by the regulations of the Federal In¬ 
surance Administration, as published at the 
time of the Inception of the then current 
term of the Policy In Subchaptcr C. Chapter 
X t Title 34. Code of Federal Regulations. 

Conditions 

1. Definitions —(a) Named insured. “Named 
insured'* means the Insured named in tho 
Application. “Insured'* means the named in¬ 
sured and any person while a permanent 
member of tho named insured's household, 
other than (I) a residence employee or (3) a 
person not related to the named insured or 
his spouse and who pays hoard or rent to 
either. 

(b) Premises. “Premises" means the prem¬ 
ises designated in the Application. Including 
grounds, garages, stables, and other out¬ 
buildings Incidental thereto. 

(e) Burglary. “Burglary" or “burglary and 
larceny Incident thereto" means the feloni¬ 
ous abstraction of Insured property from 
within the premises by a person making 
felonious entry therein by actual force and 
violence, evidenced by vislblQ marks upon, or 
pbyslca1 damage to, the exterior of the 
premises at the place of such entry. 

(d) Robbery . “Robbery" or “robbery. In¬ 
cluding observed theft" means the taking of 
insured property (1) by violence in dieted on 
an insured; (3) by putting him In fear of 
violence; (3) by any other overt felonious act 
committed hU presence and of which he was 
actually cognizant, provided such other act 
Is not committed by an Insured; or (4) from 
the person or direct care and custody of an 
insured who has been killed or rendered 
unconscious. 

(•) Money. "Money" means currency, 
coins, bank note*, and bullion. 

(f) Securities. “Securities" means all ne¬ 
gotiable and nonncgotlablo Instruments or 
contracts representing either money or other 
property and Includes revenue and other 
stamps in current use. tokens, and tickets, 
but does not Include money. 

(g) Business. "Business" Includes trade, 
profession, or occupation. 

(h) Loss. “Loss" Includes damage. 

(I) Residence employee. '‘Residence em¬ 
ployee" means an employee of an Insured 
whose duties are incidental to the owner¬ 
ship, maintenance, or use of the premise*. 
Including the maintenance or use of auto¬ 
mobile* or teams, or who performs elsewhere 
duties of a similar nature not In connection 
with an Insured's business. 

2. Interests covered. The Insurance does 
not apply to tho Interest in Insured property 
of any person or organisation, unless in¬ 
cluded In the named insured's proof of loss. 


3. Limits of liability ; settlement options. 
The Insurer shall not be liable on account of 
any loss unless the amount of such loss shall 
exceed the amount of the deductible de¬ 
scribed In tho Application which Is made a 
part of this Policy and the Insurer shall then 
bo liable only for such excess over and above 
the deductible, subject to and within the 
limit of insurance covered by the Policy. 

The limit of the Insurer's liability for loss 
or damage In any one occurrence shall not 
exceed the applicable limit of Insurance 
stated in the Application, nor what It would 
cost at the time of toss to repair or replace 
the property with other of like kind and 
quality, nor the actual cash value thereof 
at the time or loss: Provided, however. That 
the limit of the Insurer's liability for loes of 
money Is $100, and for loot of securities Is 
$500. 

If there Is loss of an article which U part of 
a pair or set, the measure of loss shall be a 
reasonable and fair proportion of the total 
value of the pair or set. giving consideration 
to the importance of said article, but such 
loss shall not be construed to mean total 
loes of tho pair or set. 

The applicable limit of Insurance stated 
In the application is the total limit of the 
Insurer's liability with respect to all loss of 
property of one or more persons or organiza¬ 
tions arising out of any one occurrence. All 
loss Incidental to an actual or attempted 
fraudulent, dishonest, or criminal act or se¬ 
ries of related acta at the premises, whether 
committed by one or more persons, shall be 
deemed to arise out of one occurrence. 

The Insurer may pay for the loss In money 
or may repair or replace the property and 
may settle any claim for loss of property 
either with the named insured or the owner 
thereof. Any property so paid for or replaced 
shall become the proporty of the Insurer. Any 
property recovered after settlement of a k>« 
shall be applied Arvt to the expense of the 
parties In making such recovery, with any 
balance applied as If the recovery had been 
made prior to said settlement, and loss re¬ 
adjusted accordingly. The Insured or the In¬ 
surer. upon recovery of any such property, 
shall give nolle* thereof as soon as prac¬ 
ticable to the other. 

4. Insured's duties when loss occurs Upon 
knowledge of loss or of an occurrence which 
may give rise to a claim for loes. the insured 
shall (a) give notice thereof as soon as prac¬ 
ticable to 1aw enforcement authorities and 
to the Insurer through any of its authorized 
agents, and (b) Ale detailed proof of l 06 *. 
duly sworn to. with the Insurer through its 
authorized agents within sixty (30) days 
after the discovery of loss. Upon the Insurer's 
request, the insured and every claimant here¬ 
under shall submit to examination by the 
Insurer, subscribe the same under penalty of 
18 UB.C. 1001 pertaining to fraud and false 
representation, and produce all pertinent 
records, all at such reasonable times and 
places as shall be designated, and shall co¬ 
operate In all matters pertaining to loss or 
claims with respect thereto. 

5. Other insurance. If there is any other 
valid and collectible Insurance which would 
apply in the ab&enoo of this Policy, the in¬ 
surance under this Policy ahall apply only as 
excess Insurance over such other insurance; 
provided, that the Insurance shall not apply: 

(a) To property which Is separately described 
and enumerated and speciAcally Insured In 
whole or In part by any other insurance; or 

(b) to property otherwise insured unless such 
property Is owned by an Insured. 

6. No benefit to bailee. The Insurance 
afforded by this Policy shall not Inure di¬ 
rectly or Indirectly to the beneAt of any 
carrier or bailee. 

7. Appraisal. If the named Insured and the 
Insurer fall to agree as to the amount of kM» 
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each shall, on the written demand of either, 
made within sixty (60) days after r edetp 
made within sixty (60) days after receipt 
of proof of lose by the Insurer, appoint a 
competent and dtalntereated appraiser, and 
the appraisal shall be made at a reasonable 
time and place within thirty (30) days after 
the two appraisers are appointed. If the ap¬ 
praisers fall to agree. they shall Jointly select 
a competent and disinterested third ap¬ 
praiser and submit the question to him 
within fifteen (15) days thereafter. The first 
two appraisers shall state separately the 
actual cash value at time of loss and the 
amount of the loss. Subeequeut agreement in 
writing by any two of the three appraisers 
within thirty (30) days after the third ap¬ 
praiser was selected shall be considered by 
the Insurer in determining the amount of the 
loss but shall not be considered binding upon 
him and shall not be admissible as such In 
court. The named Insured and the Insurer 
shall each pay Its chosen appraiser and shall 
bear equally the expenses of the third ap¬ 
praiser and the other expenses of appraisal. 

The Insurer shall not be held to have 
waived any ol Its rights such as, without 
limitation, the right to deny 1 lability under 
the Policy by any act relating to appraisal. 

8. Action against insurer. So action shall 
He against the Insurer unless, as a condition 
precedent thereto, there shall have been full 
compliance with all the terms of this Policy, 
nor until ninety (80) days after the required 
proofs of loss aave been filed with tho In¬ 
surer. nor at all unless commenced within 2 
years from the date when the Insured first 
has knowledge of tho loss and within 1 year 
after the date upon which tho claimant re¬ 
ceived written notice of disallowance or par¬ 
tial disaliowanoe of the claim. Any such ac¬ 
tion shall be brought In a US. district court, 
as required by 12 UB.C. 1749bbb-ll. 

0. Subrogation. In the event of any pay¬ 
ment under this Policy, the Insurer shall be 
subrogated to all the Insured s rights of re¬ 
covery therefor against any person or orga¬ 
nisation and the Insured shall execute and 
deliver Instruments and papers and do what¬ 
ever else is necessary to secure such rights. 
The Insured shall do nothing after loss to 
prejudice such rights. 

I*' Changes. Notice to any agent or knowl¬ 
edge possessed by any agent or by any other 
person shall not effect a waiver or a change 
in any part of this Policy or estop the Insurer 
from asserting any right under the terms 
of this Policy; nor shall the terms of this 
Policy be waived or changed, except by en¬ 
dorsement issued to form a part of this 
Policy, as approved by the Federal Insurance 
Administrator. 

11. Cancellation. This Policy may be can¬ 
celed by tho named Insurod by surrender 
thereof to the Insurer or any of Its author¬ 
ized agents or by mailing to the Insurer 
written notice stating when thereafter tho 
cancellation shall be effective. The grounds 
for cancellation of coverage by the Insurer 
shall be limited to those set forth In Sub¬ 
chapter C, Chapter VII. Title 24 of the Code 
of Federal Regulations. Except as otherwise 
provided by such regulations and by Insuring 
Agreement V<2). notice of cancellation by 
the Insurer shall be mailed to the named 
insured at the address shown In this Policy, 
stating when not less than thirty (30) days 
thereafter such cancellation shall be effec¬ 
tive. The mailing of notice as aforesaid shall 
be sufficient proof of notice. Tho llmo of the 
surrender or tho effective date of cancellation 
stated In the notice shall become the end of 
the Policy period. Delivery of such written 
notice either by the named Insured or by tha 
Insurer shall be equivalent to mailing. 

In the event of cancellation, earned pre¬ 
mium shall be computed In accord&rce with 
the customary short rate table and proce- 
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dure, unless otherwise specifically provided 
in said regulations issued by the Insurer. 
Premium adjustment may be made either at 
the time cancellation is effected or as soon 
a a practicable after cancellation becomes ef¬ 
fective, but payment or tender of unearned 
premium Is not a condition of cancellation. 

12. Assignment. Assignment of Interest un¬ 
der this Policy shall not bind the Insurer 
until Its consent Is endorsed hereon: if. how¬ 
ever. the named Insured shall die. this Policy 
shall cover the named insured's spouse, if a 
resident of the same household at the time 
of such death, and legal representative as 
named insured: Frwldcd. That notice of can¬ 
cellation addressed to the Insured named in 
the Application and mailed to the address 
shown in this Policy shall be sufficient no¬ 
tice to effect cancellation of this Policy. If 
the legal representative of the named In¬ 
sured is not a person who was a permanent 
member of the named Insured's household 
at the time of the death of the named in¬ 
sured. this Policy shall apply as It applied 
prior to such death but shall not apply to 
loss of property owned or used by such legal 
representative, a member of his household 
or a residence employee thereof, unless such 
loss occurs at a part of the premises occupied 
exclusively by said named insured's house¬ 
hold. 

13. Declarations. By signing the Applica¬ 
tion or by acceptance of this Policy tho 
named insured certifies and agrees, under 
penalty of Federal law dealing with fraud 
and false representation (18 U.S.C. 1001), 
tliat the statements in the Application are 
his agreements and representations, that this 
Policy is issued In reliance upon the truth 
of such representations, that he is aware of 
the applicability of the Regulations Issued by 
the Insurer, and that this Policy and said 
regulations embody all agreements existing 
between himself and the Insurer or any of It* 
agent* relating to this insurance. 

In witness whereof, the Federal Insurance 
Administration has accepted the declara¬ 
tions of tho Insured set forth In the Appli¬ 
cation and has caused this Policy to be issued. 

Federal Insurance Administrator. 

<c) Such endorsements to the owner’s 
or tenant’s Residential Crime Insur¬ 
ance Policy forms as the insurer may 
approve. 

Subpart 6—Commercial Crime 

Insurance Coverage 

§ 1933.21 Description of commercial 
coverage. 

fa) The purpose of tills 5 1933.21 Is 
descriptive only, and it shall be subject 
to the express terms and conditions of 
the policy form prescribed in $ 1933.26. 

(b) The initial policy Issued by the in¬ 
surer for commercial properties shall be 
known as the commercial crime insur¬ 
ance policy. Subject to its terms, the 
policy reimburses an insured for loss 
from robbery inside the premises, robbery 
outside the premises (up to a limit of 
$5,000 unless an armed guard accom¬ 
panies the insured’s messenger). the 
wrongful taking of insured property by 
compelling an insured to admit a person 
into the premises, safe burglary and lar- 
ccncy incident thereto (up to a limit of 
$5,000 unless the insured property is in a 
Class E safe anchored to the floor). theft 
observed by the insured, theft from a 
night depository in a bonk, burglary and 
larceny incident thereto, robbery of a 
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watchman (not to exceed $50 for any one 
article of Jewelry), and damage to the 
premises (of which the insured is owner 
or for which the insured is liable) ns a 
result of any of the foregoing. The policy 
is subject to the exclusions set forth 
therein. 

fc> The commercial crime insurance 
policy may be written for any industrial, 
commercial, nonprofit, or public property 
in accordance with the risk classifications 
set forth in $ 1933.24 and within the lim¬ 
its of coverage set forth in f 1933.22, sub¬ 
ject to the applicable requirements of 
this subchapter, such as the requirement 
for adequate protective devices set forth 
in Subpart C of Part 1932 of this chapter. 

<d> Certain portions of the materials 
contained in the sections that follow are 
based upon the Burglary Insurance Man¬ 
ual Issued by the Insurance Services 
Office, 160 Water Street. New York, NY 
10038, and are being reproduced in these 
regulations and in the related commer¬ 
cial crime insurance manual with the 
permission of the copyright owner. 

§ 1933.22 Limits of commercial cover- 

age. 

The commercial crime insurance poli¬ 
cy may be written in amounts not less 
than $1,000 and not in excess of $15,000 
for each insured premises. The maximum 
limit of coverage may not be increased 
by Insuring several departments of a 
single business or institution at one 
premises as separate premises. Each 
$1,000 of insurance, or fraction thereof, 
shall be charged the applicable rate for 
the full $1,000 of coverage. 

§ 1933.23 Amount of commercial policy 
deductible. 

(a) The commercial crime insurance 
policy for industrial and commercial 
risks shall be subject to a deductible in 
the following amounts for each loss 
occurrence, or 5 percent of the gross 
amount of the loss, whichever Is greater, 
in accordance with the categories estab¬ 
lished in $ 1933.25(b) (3) : Category I. 
$50; Category n, $75; Category III, $100; 
Category IV. $150; all other cate¬ 
gories, $200. The face amount of cover¬ 
age specified in the policy Is not reduced 
by the application of this deductible. 
Thus, if an insured having a $15,000 
policy incurs a $15,000 covered loss, he 
would receive $14,250. If the loss were 
$16,000, he would receive the full $15,000. 

<b) The commercial crime insurance 
policy for nonprofit or public property 
risks shall be subject to a deductible in 
the amount of $100 for each loss occur¬ 
rence. or 5 percent of the amount of loss, 
whichever Is greater. 

g 1933.24 Clarification of commercial 
risk* 

(a) The governing factor in determin¬ 
ing the risk classification applicable to 
a particular premises is the kind of busi¬ 
ness conducted by the insured at that 
location. If there is no specific kind of 
business applicable to the risk, then the 
kind of merchandise inventoried and 
held tot sale governs. Such risks take 
the classification of the merchandise or 
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inventory comprising the majority value 
of the contents. For example, a candy 
store carrying an incidental line of to¬ 
bacco is still classified as a candy store, 
<b) Individual concessionaires operat¬ 
ing within a premises take the same 
classification as the business premises 
in which such concessionaires are lo¬ 
cated unless the concessionaire’s classi¬ 
fication is higher, in which case the 
concessionaires classification shall be 
used. 

<c) The following classifications shall 
be applicable to the commercial crime 
insurance policy: 

Statistical 

Oou: Code 

1 All risks not otherwise ciofialiled, 

including nonprofit find public 

properties- 01 

3 Amusement Enterprises (not other¬ 
wise classified)___ 02 

2 Automobile Sales and Service-03 

2 Billiard and Pool Parlor*- 04 

2 Bowling Lanes or Centers_ 05 

3 Cameras and Photographic Sup¬ 

plies _—_ 06 

3 Clubs.-.... 07 

3 Dance Halls and Pavilions__ 08 

2 Drug Stores and Druggists’ Sun¬ 

dries . 00 

3 Dry Cleaners_ 10 

2 Electrical Appliances—Rales and 

Sen’Ice _....._ It 

S Furriers _. _. . . 12 

2 Oarages.-_ 13 

3 Gasoline Service Stations...._ 14 

2 Golf and Other Sports Profcs- 

alonala_ 15 

2 Grocery Stores and Dellcateasenj . 16 

3 Oun and Ammunition 8hops_ 17 

3 Jewelry Store*. ___ ... 18 

3 Laundries_ 10 

3 Liquor Store*.._ 20 

2 Meat and Poultry Dealers; Butcher 

Stores ....._ 21 

2 Men’s and Student*’ Clothing, 14 

years and over-- 22 

3 Pawnbrokers-..._ 23 

2 Radio and Television—Sales and 

Service _ 24 

2 Restaurant*! .. 25 

3 Small loan and Finance Com¬ 

panies ----....__ 20 

3 Taverns-- 27 

8 Theaters _ 28 

2 Tobacco Dealers_...._ 29 

2 Women’s and Junior Teens’ Cloth¬ 
ing. 14 years and over._„_ 30 

g 1933.25 Commercial crime in -ii ranee 
rate*. 

(a) Premium rates for commercial 
crime insurance policies shall be deter¬ 
mined In accordance with the procedures 
act forth in paragraph <b) of this sec¬ 
tion. which will also be contained in the 
commercial crime insurance manual sup¬ 
plied to any eligible agent or broker upon 
request. Such request should be made 
to the servicing company responsible for 
the area In which the agent or broker 1 a 
located, the name and address of which 
is listed in f 1930.6 of this chapter. 

(bi The following procedure shall be 
used to determine the annual rates appli¬ 
cable to commercial crime insurance 
policies issued under the program : 

(1) The risk classification and terri¬ 
tory rate shall first be determined In 
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accordance with || 193324 and 1934.2 
of this chapter; 

(2) Por risks having gross receipts of 
less than $2 million annually, the base 
rate for the first $1,000 of coverage shall 


be determined 
following table 

in accordance 

with 

the 


Tsjuunwr 
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Por rteks having gross receipts between 
S3 million and $4,999,999, the base rate 
is 0.0002 of such gross receipts. For risks 
having gross receipts of $5 million or 
more, the base rate shall be 0.00025 of 
such gross receipts; 

(3) The base rate determined in sub- 
paragraph (2) of this paragraph shall 
be multiplied by the appropriate multi¬ 
plier from the following table, as deter¬ 
mined by the applicant’s Federal income 
tax return for the mast recent taxable 
year, in order to obtain the actual pre¬ 
mium for the first $1,000 of coverage. 
If the applicant is a nonprofit or public 
entity whose gross receipts constitute 
less than its operating budget, its op¬ 
erating budget shall be used in lieu of 
gross receipts to determine the appro¬ 
priate multiplier. 

C'al#tnry dfw »oHp(» <oe ttjtmtltif Multiplier 
I -uilffri. U oppUrtlili*) 
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<4> Rates for higher limits of cover¬ 
age sliali be determined by applying to 
the premium base derived in accordance 
with subparagraph <3> of this paragraph 
the appropriate higher limits factor from 
the following table for the applicable 


amount of coverage: 

Higher 

Rate for applicable limits 

amount of coverage: / actor 

$1,000 __ 1 00 

$2,000 - 1.95 

13,000 -- 2 85 

$4,000 ......3.70 

$5,000 .. 4 50 

$6,000 .... 5.25 

$7,000 .... 5. 95 

$8,000 ____ 6. CO 

$9,000 -- 7. 20 

$10,000 _ 7.75 

$11,000 ... 8 25 

$32,000 ___........ 8.70 

$13,000 ... 9 10 

$14,000 .... 9 45 

$15,000 ____ 9 75 


<5 1 The product derived in accordance 
with subparagraph (4) of this paragraph 
shall tl>en be rounded to the next higher 
dollar above $0.49 to obtain the charge¬ 
able annual policyholder premium for 
full coverage under all insuring agree¬ 


ments <both robbery and burglary). sub¬ 
ject to the specified dollar limit for each 
single occurrence. Tills combination of 
equal amounts of robbery and burglary 
coverages shall be reft . red to as "Option 
V\ and all crime insurance applications 
shall be assumed to be for coverage under 
Option 1 unles otherwise specified in 
Line 6 of the Application. 

<c> Option 2: An applicant may elect 
to purchase coverage only under Insur¬ 
ing Agreement". I. n, VI. and VII of the 
Commercial Crime Insurance Policy, 
dealing with Bobbery. Observed Theft, 
and Damage resulting from losses under 
Insuring Agreement* I and II only, sub¬ 
ject to the specified dollar limit for each 
single occurrence To obtain cove rase 
under Option 2, the applicant or his 
agent or broker shall enter the words 
•‘Option 2." the limit of coverage being 
applied for. and tl>e words "robbery 
only" on Line 6 of the application form. 
Thus, if $5,000 in coverage under Option 

2 is being applied for, the entry on Ltne 
6 should read. "Option 2: $5.000—rob¬ 
bery only". The rremium for coverage 
under Option 2 shall be determined in 
recordancc with the procedure set forth 
in Paragraph tb» of this section, multi¬ 
plied by a fa :tor of 0.69 rnd then rounded 
to the next higher dollar above $0.49. 

<d> Option 3. An applicant may elert 
to purchase coverage only under Insur¬ 
ing Agreements m, IV. V. VI. and VII 
of the Commercial Crime Insurance 
Pulley, dealing with Safe Burglary* Theft 
from Night Depository, and Burglary or 
Robbery of a Watchman, and Damage 
resulting from losses under Insuring 
Agreements III and V only, subject to 
the specified doll r limit for each sir~!e 
occurrence. To obtain coverage under 
Option 3. the applicant or his agent or 
broker shall enter the words "Option 3", 
the limit of coverage being applied for, 
and the words "burglary only" on Line 
6 of the application form. Thus, If $5,000 
in coverage under Option 3 l s being ap¬ 
plied for. the entry* on Line 6 should 
read. "Option 3; $5.000—burglary only". 
The premium for coverage under Option 

3 shall be determined in accordance wltli 
the procedure set forth In paragraph <b> 
of this section, multiplied by a factor of 
0.50 and then rounded to the next higher 
dollar above $0.49„ 

(e) Option 4. An applicant may elect 
to purchase coverage under both Option 
2 and Option 3 only in the same policy, 
and only if both coverages are applied 
for <or else one Is renew’cd or rewritten 
and the other is added) at the same time. 
To obtain coverage under Option 4. the 
applicant or his agent or broker shall 
enter the words "Option 2," followed by 
the limit of coverage being applied for 
under tloat option, and "Option 3." fol¬ 
lowed bv the limit of coverage being ap¬ 
plied for under that option, on Line 6 
ol the application form. Thus, if $5,000 
in coverage under Option 2 and $10,000 
in coverage under Option 3 are being 
applied for. the entry on Line 6 should 
read, "Option 2—45.000; Option 3— 
$10,000". The premium for combined 
coverage under Option 4 shall consist of 
the sum of the applicable premiums for 
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AWLiCATiox—Continued 
Certification by Agent or Broker: 

“I certify, under penalty of Federal law for fraud or Intentional misrepresentation aa aet 
forth in 18 U.S.C. 1001, (1) that X am an agent or broker licensed in the State in which the 
premises are located, (2) that the date of thia Application la correct, and la the date on 
which the Applicant submitted this completed Application to me. and (3) that to the beet 
of my knowledge and belief I have fully explained to the Applicant the nature of the 
protective device requirement* which are a prerequisite for coverage under this policy. 
I also agree that In the event of cancellation of a Policy. I shall ratably refund to the 
Federal Insurance Administration commissions on the unearned portion of premiums at 
the same rate at which such commission was originally paid.'* 

(Signature of Agent or Broker) (Date) 


(b) Commercial Crime Insurance 
Policy form: 

Federal Insurance Administration 

COMMERCIAL CRIME INSURANCE COLICT 

Tho Federal Insurance Administrator, 
herein called the Insurer, agree with the 
insured, named In the Application made a 
part hereof, in consideration of the payment 
of the premium and In reliance upon the 
statements in the Application, and subject to 
(!) the provisions of title VI of Public Law 
81-600 and Subchapter C, Chapter VII. Title 
24 of the Oode of Federal Regulations, and 
(2) the limits of Insurance, exclusions, eon* 
dltlona, deductible, and other terms of this 
Policy with respect to the following criminal 
acts: 

Insuring Agreements 

I. Robbery, including observed theft, trufrfe 
the premises. To pay tor loas by robbery or 
observed theft of money, securities, merchan¬ 
dise, furniture, fixtures, and equipment 
within the premises 

II. Robbery, including observed theft, out¬ 
side the premises. To pay tor loss by robbery 
or observed theft of money, securities, and 
merchandise, including the wallet or bag 
containing such property, while such prop¬ 
erty Is being conveyed by a messenger out¬ 
side the premises, but no payment shall be 
made for any loss In excess of $5,000 except 
when an armed guard accompanies the 
messenger, 

Ilf. Safe burglary. To pay for leas by safe 
burglary and larceny incident thereto of 
money, securities, and merchandise within 
the premises but no payment shall be made 
for any loss In excess of $5,000 except with 
respect to loss by safe burglary of a Class E 
safe securely anchored to the floor. 

IV. Theft from ntght depository. To pay 
for loes by theft of money and securities 
within any night depository in a bank. 

V. Burglary; robbery of watchman. Tb pay 
for loss by burglary and larceny incident 
thereto or by robbery of a watchman, while 
the premlnea ore not open for business, of 
merchandise, furniture, fixtures, and equip¬ 
ment within th© premises. Under this insur¬ 
ing agreement, the actual cash value of any 
one article of Jewelry shall be deemed not to 
exceed $60. 

VI. Damage. To pay tor damage to the 
premises and to money, securities, merchan¬ 
dise, furniture, fixtures, and equipment 
within the premises, by robbery, burglary, 
safe burglary, robbery of a watchman, or at¬ 
tempt thereat, provided with reaped to dam¬ 
age to the premises the insured is the owner 
thereof or is liable for such damage. 

VTI. Policy period, territory . This Policy 
applies only to loss which occurs during the 
Policy period wittJn a State, as defined in 12 
U.8.C. 1749bbb-2 and set forth In 24 CFR 
1905.1. 

Exclusions 

This Policy does not apply: 

(a) To loss due to ©mbcralcment or to 
any fraudulent, dishonest, or criminal act 
by any insured, a partner therein, or an offi¬ 
cer, employee, director, trustee, or author¬ 
ized representative thereof, while working or 
otherwise and whether acting alone or in 
collusion with others: Provided, That this 
exclusion does not apply to safe burglary or 


robbery or attempt thereat by other than 
an insurance or a partner therein; 

<b) To loss due to war. whethor or not 
declared, civil war. Insurrection, rebellion, 
or revolution, or to any act or condition 
incident to any of the foregoing; 

(c) To loss of manuscripts, records, or 
accounts: 

(d) Under Insuring Agreements V and VI, 
to loss occurring during a fire in the 
premises: 

(e) To loss due to nuclear reaction, nu¬ 
clear radiation, or radioactive contamina¬ 
tion. or to any act or condition incident to 
any of the foregoing; 

(f> To any loss if the premises are not 
equipped with the protective devices required 
ns a condition of eligibility for the purchase 
of ths Policy by the regulations of the Fed¬ 
eral Insurance Administration, as published 
at the time of the inoeptlon of the current 
term of the Policy In Subchapter C. Chapter 

VII. Title 24, Code of Federal Regulations. 

Conditions 

I. Definitions —(a) Money. "Money- 
means currency, coins, batik notes, and bul¬ 
lion; and travelers checks, register checks, 
and money orders held for sale to the public. 

(b) Securities. ‘•Securities*' means all ne¬ 
gotiable and nonncgotlable Instruments or 
contracts representing either money or other 
property and Includes revenue and other 
stamps In current use, tokens, and tickets, 
but does not Include money. 

(c) Premises. "Premises'* means the in¬ 
terior of that portion of any building at a 
location designated in the Application which 
ts occupied by the insured as stated there¬ 
in, but shall not iucludo (1) showcases or 
allow windows not opening directly into the 
Interior of the premises, or (2) public en¬ 
trances. hails, or stairways. As ro&pecu In¬ 
suring Agreements I and II only, the prem¬ 
ises shall also include the space immediately 
surrounding such building, provided such 
space ts occupied by the Insured In conduct¬ 
ing his buxines*. 

(d) Custodian. "Custodian" means the in¬ 
sured, a partner therein, an officer thereof, 
or any employee thereof who Is in the regu¬ 
lar service of and duly authorised by the 
insured to have the core and custody of the 
insured property within the premises, ex¬ 
cluding any person while acting as a watch¬ 
man, porter, or Janitor. 

(e) Messenger. "Messenger" means the In¬ 
sured, a partner therein, an officer thereof, 
or a .* employe© thereof who is in the regu¬ 
lar service of and duly authorised by ihe 
insured to have the care and custody of the 
insured property outside the premises. 

(t) Robbery. "Robbery" or "robbery. In¬ 
cluding observed theft/' means the taking of 
Insured property (1) by violence Inflicted 
upon a mescrengcr or a custodian; (2) by 
putting him In fear or violence; (3) by any 
other overt felonious act committed In his 
presence and of whioh ho was actually cogni¬ 
sant, provided such other act Is not com¬ 
mitted by an officer, partner, or employee of 
the Insured; (4) from the person or direct 
care and custody of a messenger ur custodian 
who has been killed or rendered unconscious; 
(A) from within the premises by compelling 
a messenger or custodian by violence or 
threat of violenoe while outside the premises 


to admit a person into the premises or to 
furnish him with means of Ingress into the 
premises; or (6) from a showcase or show 
window within the premises while regularly 
open for business, by a person who has broken 
the glass thereof from outside the premises, 

(g) Robbery of a watchman. "Robbery of a 
watchman" means a felonious taking of 
insured property by violence or threat of 
violence Inflicted upon a private watchman 
employed exclusively by the Insured and 
while such watchman a on duty within the 
premises. 

<h) Burglary. "Burglary" or "burglary and 
larceny Incident thereto" means the feloni¬ 
ous abstraction of insured property from 
within the premises by a person making 
felonious entry therein by actual force and 
violence, evidenced by visible marks upon, or 
physical damage to. the exterior of the 
premise* at the place of such entry. 

(I) Safe burglary . "Safe burglary" or "safe 
burglary and larccncy Incident thereto" 
means (1) the felonious abstraction of In¬ 
sured property from within a vault or safe, 
the door of which ts equipped with a com¬ 
bination lock, located within the premises, 
by a person making felonious entry into such 
vault or such safe and any vault containing 
the safe, when all doors thereof are duly 
closed and locked by all combination locks 
thereon, provided such entry shall be made 
by actual force and violence, evidenced by 
visible marks upon the exterior of (a) all 
of said doors of such vault or such safe and 
any vault containing the safe. If entry is 
made through such doom, or (b) th© top, bot¬ 
tom, or walls of such vault or such safe and 
any vault containing the safe through which 
entry is made, if not made through such 
doom, or (2) the felonious abstraction of such 
safe from within the premises. 

(J) Jewelry. "Jewelry" means Jewelry, 
watches, gems, precious or semlpreclou* 
stones, and articles containing one or more 
gems. 

(k) Loss. "Lose/* except as used in Insur¬ 
ing Agreements I through V, Includes 
damage. 

(l) Class K Safe. '‘Class E Safe" means a 
steel safe having walls at least 1 inch thick 
and doors at least 1ft inches thick, or a 
vault of steel at least ft inch thick or of 
reinforced concrete or stone at least 0 Inches 
thick or of non-reinforeed concrete or stone 
at leant 12 inches thick, with steel doors at 
least 1ft inches thick. 

2. Ownership of property; Interests 
covered. The insured property may bo owned 
by the insured or held by him In any capac¬ 
ity. whether or not the Insured Is liable for 
the loes thereof: Provided, That the in¬ 
surance applies only to the Interest of the 
insured in such property, including the in¬ 
sured's liability to others, and does not apply 
to the Interest of any other person or or¬ 
ganization In any of said property unless 
included In the Insured's proof of loes. 

3. Joint injured. If more than one insured 
U named In the Application, the Insured 
first named shall act for every Insured for 
all purposes of this Policy. Knowledge pos¬ 
sessed or discovery made by any insured 
shall, for all purposes, constitute knowledge 
possessed or discovery made by every Insured. 

4. Books and records. The insured shall 
keep records of all the insured property In 
such manner that the Insurer can accurately 
determine therefrom tho amount of loes. and 
If the Insured maintains cash funds for the 
purpose of check cashing, a complete record 
of each check negotiated shall be kept by 
the Insured showing the names of tho maker, 
payee and drawee bunk, and the date and 
amount of the check, and such records shall 
be maintained In a receptacle other than 
used for money and securities. 

5. Limits of liability; settlement options . 
The Insurer shall not be liable on account of 
any loss unless the amount of such loss shall 
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exceed the Amount of the deductible de¬ 
scribed In the Application which U made a 
part of this Policy and the Insurer shall 
then be liable only for such excess over and 
above the deductible, subject to and within 
the limit of insurance covered by the Policy. 

The limit of the Insurer** liability for loss 
shall not exceed the applicable limit of in¬ 
surance stated In the Application, nor what 
It would cost at the time of loss to repair 
or replace the property with other of like 
kind and quality, nor as respects securities 
tho actual cash value thereof at the close of 
business on the business day next preceding 
the day on which the loss was discovered, 
nor as respect s other property the actual cash 
valuo thereof at the time of loss: Provided, 
however. That the actual cash value of such 
other property held by the insured aa a 
pledge, or as collateral for an advance or a 
loan, shall be deemed not to exceed the value 
of tho property as determined and recorded 
by the Insured when making the advance 
or loan. nor. In the absence of such record, 
tho unpaid portion of tho advance or loan 
plus accrued Interest thereon at legal rates. 

The applicable limit of Insurance stated 
In the Application Is tho total limit of tho 
Insurer’* liability with respect to all losa of 
property of one or more persons or organisa¬ 
tions arising out of any one occurrence. All 
loos incidental to an actual or attempted 
fraudulent, dishonest or criminal act or serloe 
of related acts at tho premises, whether com¬ 
mitted by one or more persons, shall bo 
deemed to arise out of one occurrence. 

The Insurer may pay for the loss In money 
or may repair or replace the property and 
may settle any claim for lose of property 
cither with the Insured or the owner thereof. 
Any property so paid for or replaced shall 
become tho property of the Insurer. Any 
property recovered after settlement of a loss 
shall be applied Am to the expense of the 
parties in making such recovery, with any 
balance applied as If the recover)* had been 
made prior to said settlement, and loss re¬ 
adjusted accordingly. The insured or the In¬ 
surer. upon recovery of any such property, 
shall give notice thereof as soon as practica¬ 
ble to tho other. 

6. Insured's duties when loss occurs. Upon 
knowledge or discovery of loss or of an occur¬ 
rence which may give rise to a claim for Ices, 
the Insured shall: (a) Olve notice thereof as 
soon as practicable to law enforcement au¬ 
thorities and to the Insurer through any of 1U 
authorized agents, and <b) Ale detailed proof 
of loos, duly sworn to. witb the Insurer 
through lu authorized agents within sixty 
(AO) days after the discovery of loos. 

Upon the Insurer*! request, the Insured 
and every claimant hereunder shall submit 
to examination by the Insurer, subscribe the 
same under penalty of 18 U-8.C. 1001 per¬ 
taining to fraud and false representation, 
and produce all pertinent records, all at such 
reasonable times and places as the Insurer 
shall designate, and shall cooperate with the 
Insurer In all matters pertaining to loss 
or claims with respect thereto. 

7. Other insurance. It there Is any other 
valid and collectible insurance which would 
apply in the absence of this Policy, the in¬ 
surance under this Policy shall apply only 
as excess Insurance over such other insur¬ 
ance; provided, that the insurance shall not 
apply (a) to property which Is separately 
described and enumerated and specifically 
insured in whole or la port by any other 
insurance; or (b) to property otherwise in¬ 
jured unless suoh property Is owned by the 
insured. 

8. No benefit to bailee. The Insurance 
Afforded by this Policy shall not Inure di¬ 
rectly or Indirectly to the benefit of any car¬ 
rier or other bailee for hire, 

0. Appraisal. It the Insured and the Insur¬ 
er fall to agree as to the amount of loss, 
each shall, on the written demand of either. 
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made within sixty (60) days after receipt 
of proof of loss by the Insurer, appoint a 
competent and disinterested appraiser, and 
the appraisal shall be made at a reasonable 
time and plaoe within thirty (30) days after 
the two appraisers are appointed. If the ap¬ 
praisers fall to agree, they shall Jointly select 
a competent and disinterested third ap¬ 
praiser and submit the question to him with¬ 
in fifteen (18) days thereafter Tho first two 
appraisers shall state separately the actual 
cash value at time of loss and the amount of 
the loes. Subsequent agreement in writing 
by any two of the three appraisers within 
thirty (30) days after the third appraiser 
was selected shall be considered by the In¬ 
surer in determining the amount of the loes 
but shall not be considered binding upon 
him and shall not be admissible as such in 
oourt. The insured and the Insurer shall each 
pay Its chosen appraiser and shall bear 
equally the expenses of the third appraiser 
and the other expenses of appraisal. The 
Insurer shall not be held to have waived any 
of Its rights by any act relating to appraisal. 

10. Action against insurer . No action shall 
He against the Insurer unless, as a condition 
precedent thereto, there shall have been full 
compliance with all the terms of this Policy 
and the applicable regulations of the Federal 
Insurance Administration, nor until ninety 
(00) days after the required proofs of loss 
have been filed with the Insurer, nor at all 
unless commenced within 2 years from the 
date when the Insured discovers the loss and 
within 1 year after the date upon which the 
claimant reoelved written notice of dlsallow- 
anoe or partial disallowance of the claim. 
Any such action shall be brought In a OB. 
district court, as required by 12 U.S.C. 
]?49bbb-ll. 

11. Subrogation. In the event at any pay¬ 
ment under this Policy, the Insurer shall be 
subrogated to all the insured’s rights at re¬ 
covery therefor against any person or or- 
ganizatlbn and the insured shall execute and 
deliver instruments and papers and do what¬ 
ever else is necessary to secure such rights. 
The insured shall do nothing after loss to 
prejudice such rights. 

12. Changes. Notice to any agent or knowl¬ 
edge possessed by any agent or by any other 
person shall not effect a waiver or a change 
In any part of this Policy or estop the Insurer 
from the asserting any right under the terms 
of this Policy; nor shall the terms of this 
Policy be waived or challenged, except by en¬ 
dorsement issued to form s part of this 
Policy, as approved by the Federal Insurance 
Administrator. 

13. Cancellation. This Policy may be can¬ 
celled by the insured by surrender thereof to 
the Insurer or any of its authorized agents or 
by mailing to the Insurer written notice stat¬ 
ing when thereafter the cancellation shall 
be effective. The grounds for cancellation of 
coverage by the Insurer shall be limited to 
those set forth In Subchapter C. Chapter VII. 
Title 24 of the Code of Federal Regulations. 
Except as otherwise provided by such regula¬ 
tions. notice of cancellation by the Insurer 
shall be mailed to the named insured at the 
address shown In this Policy, stating when 
not leas than thirty (30) days thereafter 
such cancellation shall be effective. The mail¬ 
ing of notloo as aforesaid shall be sufficient 
proof of notice. The time of the surrender or 
the effective date of cancellation stated in 
the notice shall become the end at the Policy 
period. Delivery of such written notice either 
by the named insured or by the Insurer shall 
be equivalent to mailing. 

In the event of cancellation, earned pre¬ 
mium shall be computed In accordance with 
the customary short rate table and procedure, 
unless otherwise specifically provided In said 
Regulations Issued by the Insurer. Premium 
adjustment may be made either at the time 
cancellation is effected or as soon aa prac¬ 
ticable after cancellation becomes effective, 
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but payment or tender of unearned premium 
is not s condition of cancellation. 

14. Assignment. Assignment of Interest 
under this Policy shall not bind the Insurer 
until Its consent is endorsed hereon; If. how¬ 
ever. the Insured shall die, this Policy shall 
cover the insured's legal representative as 
Insured; provided that notice of cancellation 
addressed to the Insured named In the Appli¬ 
cation and mailed to the sddrean shown in 
this Policy shall be sufficient notice to effect 
cancel)atlem of this Policy. 

15. Declarations. By signing the Applica¬ 
tion or by acceptance of this Policy the in¬ 
sured certifies and agrees, under penalty of 
Federal law dealing with fraud and false 
representation (18 U-8.C. 1001), that the 
statementa in the Application are his agree¬ 
ments and representations, that this Policy 
la issued tn reliance upon the truth of such 
representations, that lie u aware of the ap¬ 
plicability of the regulations Issued by the 
Insurer, and that this Policy and said regu¬ 
lations embody ail agreements existing be¬ 
tween himself and the Insurer or any tu 
agents relating to this Insurance. 

In witness whereof, the Federal Insurance 
Administrator has accepted the declarations 
of the insured set forth In the Application 
and has caused this Policy to be issued. 

Federal Insurance Administrator. 

(c) Such endorsements to the Com¬ 
mercial Crime Insurance Policy forms 
as the insurer may approve. 

PART 1934—CLASSIFICATION OF 
TERRITORIES 

Sec. 

1934.1 Method of classifying territories. 

1934.2 List and classification of territories. 

AuTiioamr: The provisions of this Part 
1934 issued under sec. 7(d). 79 8tat 670; 
42 U.8.C. 3535(d) ; sec. 1103. 82 Stat. 566; 12 
UJS.C. 1749bbb-17. 

§ 1931.1 Method of clarifying terri¬ 
tories. 

(a) Because rates are related to urban 
population concentrations rather than 
to State boundaries, the insurer has 
determined that the interests of the pub¬ 
lic will be best served by classifying ter¬ 
ritories for the purposes of the Federal 
crime Insurance program on the basis of 
statistics applicable to entire Bt&ndard 
Metropolitan Statistical Areas, generally 
referred to as "SMSA's.** 

<b) Under the classification system 
prescribed by this part, all communities 
within the same SMSA shall be assigned 
the same rating classification, regard¬ 
less of the State in which they arc 
situated. However, no community within 
any SMSA will actually be eligible for 
the sale of Federal crime insurance un¬ 
less the State in which it is situated is 
then currently eligible. 

<c> Eligible communities that are not 
part of SMSA's shall be assigned the 
same territorial classification as the re¬ 
mainder of the State, regardless of the 
size of the community. 

§ 1931.2 List nml clarification of terri¬ 
tories. 

(a) Territories shall be classified for 
statistical and rating purposes as set 
forth in the insurer's Crime Insurance 
Manual, which shall apply to all crime 
insurance policies written under the pro¬ 
gram. Such manual shall be supplied by 
the servicing company on behalf of the 
insurer to all eligible agents and brokers 
within an eligible 8tate. 
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<b> The *Tcrritoriea” section of the 
Federal Crime Insurance manual shall 
read as follows: 

Federal Insurance Administration 

CRIME INSURANCE MANUAL 

Territories 

A. The Territorial arrangement for each 
slate Is as follows: 

(1) If Standard Metropolitan Statistical 
Areas exist, they are Individually rated. 

(2) The remainder of the State is placed 
In a single category 

B. Standard Metropolitan Statistical 
Areas. The Standard Metropolitan Statistical 
Area (SMSA l have been adopted as statistical 
units In order to make it possible for all 
Federal agencies to utilize the same bound¬ 
aries In publishing data useful for analyzing 
metropolitan areas. The general concept of 
a metropolitan area is one of an integrated 
economic and social unit with a recognized 
population nucleus. “SMSA'r Are Not Limited 
to a Single State or a Single City." Since 
this approach differs from conventional In¬ 
surance practices, caution Is necessary In 
rating the risk. For example, parts of Mary¬ 
land and Virginia are In the Washington. 
D C., SMSA. 

C. Grading . Each SMSA and each Re¬ 
mainder of State Is classified into one of 
three territories for rating purposes. vU: 


Territory 3. High rink 

Territory 2_ Average risk. 

Territory 1_ Low risk. 


D. Rating of SMSA'*: 


8MSA 


5tall*> Rat* 
licai terrt- 
codi* lory 


AMta*. Tex. (Include* Taylor and Jours 

Counties)... AMO 

Akron. Ohio dmludrf Summit ami IMrt- 

age Counties)... ccwi 

Albany, Ga.< Includes Dougherty County U 0130 

Albuny-Sch*m*ctadyTro>, N.Y. tin- 
dud** Albany. fteriMrlarr, Saratoga, 
and Schenectady Counties). 010) 

Albuquerque, N. ales. ilrirUnb* Bernal¬ 
illo County). OCJHO 

Ailrutown-R* tldthr m-Easton. Pn.-N.J. 
(Include* iyhifti and Nortlumiplon 
Countiea, Pa. and Warrvu County, 

N.J.). .... ... <040 

Altoona. Pa. (Includes Blab County) OX* 

Amarillo, Tex. (Include* Potter and Ran¬ 
dall < *4>uiilir.. 0X20 

Anaheim-Sant a Ana-Garden drove, 

CaUf. (Inrludrft Orange County).. . (Ml 
Andrrmn. hid (Include* Madison 
County)—. oui) 

Ann Arbor. Mlrli. (lnelodrs Washtenaw 
County). ... .. . (40) 

Apfdebai Ciuikiab, Wb. (includes Cal¬ 
umet. Oulagarnle. and Wlnnrtago 

Counties)_ 0400 

Asheville, N.C. (Includes Bunrumtw 
County).... ... . <*•*> 

Atlanta. Ua. (include* Clayton. Cobb, 

I>e Kalb, Kniton, and Gwinnett Coun¬ 
ts*)..... .. 

Atlantic City, N.J. tlnrludis Allan tin 

County). .. ftseo 

Augusta. Oa.-8.C*. (Includes Richmond 
County. Ga. luid Aiken County, 8.0 . own 
Austin. Tex. (Include* Travis County) 0640 


iUkrntflHd. Calif. (include* Ken* County) CRN) 
Baltimore, Md. (include" I' 
and Anne Arundel. Hold more, Carroll. 

Howard, and HartJord Counties). 0720 

Babin Rouge, La (Includes East Baton 

Rouge Pariah). 0700 

Bay City, Midi. (bwlud<4 Boy County).. OhOu 
Kemnumt Poit Arthur, Tax. (Includes 
Jeff arson and Orange Countiea).. «40 

II llUncs. Mont dm*India YrUnwwnu* 

County)_ _ beno 

Biloxi ‘Gulfport, Mlv (Includes Harrbon 

County). 0900 

Binghamton. N.Y.-Pa dm Hide* Ilrooma 
■nd Ttega Counties, N.Y. and 8u*qe- 
hruma County, Pa.) (MM 

Birmingham, Ala (Includes JefTrrvm, 

Shelby, and Walker Counties).. 1000 

Bloomington-Normal. III. Undudee 

McLean County) . 1040 

Boise* Idaho (Includes Ada County). . . lOBO 

Boston-Lowell, Mum. (includes Middle* 
set, Norfolk, Plymouth, and Suffolk 
Counties). 1130 


2 

2 

1 


3 


1 
1 

2 

3 

2 

3 

1 

2 

2 

3 

2 

2 

3 

3 

2 

2 

2 

1 
1 

1 

2 

2 

2 


SMSA 


Stall*- Rate 
tins! Uni¬ 
code lory 


8MSA 


Htnttv Rata 
tlcal t*nh 
Ood* tory 


B t idjrr port *8 Uunt»rd -Norwalk, Coon. 

(Include* Fairfield County).. 

B row nrvtlle-Harlingen-# an Benito, Tax. 

(Include* Comer m County).. 

Bryan-College Station, Tex. (include* 
ilnuox County) 

Buffalo, N.Y. (Includes Krtr and Niagara 

Counties).>. 

CanUi«i. Ohio (Include* Htark County) 
Cedar Rapid*, (own (Include* Linn 

County)___ _ 

Champaign-Urbans. ill. (include* 

Champaign County) .. . 

Charle*Un*. 8.C, (Imindr* ClorintoB 
and Berkeley Coutille** 

Charlntlnu. W. Va. i Include* Kanuwha 
County) . 

CluirWXte, N.C, (lirhide# Mecklenburg 

and Union Counties) .. 

Chattanooga, Tmn.-Ga. i Includes 
Hamilton County, Tetwi., and Walker 

County. Oa.)... ... 

Chicago, III (tnchidra Cook. I>ii lStr, 
Kane, I«ukr, MrlDitry, and Will 
Counties)... 

Cincinnati, Ohio Ky -lnd (Include* 
Hamilton, Clermont and Warren 
Counties, Ohio, and Cam|>be(l, Km- 
tou, and Boone Count na, Ky.. and 
Dearborn County, lnd.) . 

Cleveland, Ohio Umhidro Cuyahoga. 

Lake. Gmuffu. and Medina (’ounlira) „ 
Colorado Spring*. Colo. (includes El 

I*oao County).... 

Cotuinbia, Mo. (Includes Boone County). 
Cotuuibla, AC. (Includes Lexington and 

Richland Counties) _ 

Columbus, (lir-Aln tlnclmlea Chatto- 
liourhee and Xluarugrr Counties. i*a., 
arid Ruwll County, Ala )... 

Columbu*. Ohio (Includes Kranktln. 

Delaware, and Pickaway Countiea). . 
Corpus Chrlstl, Tex. (Includes Nueces 

and Soi* Patricio Counties).. . 

Pallas. Tex. I Include* Collin, Dalit*. 
Denton. Kill*. Kaufman, and Rockwell 
Couutka). 

Davenport-Rock Island'MoUne, Iowa- 
111. rl nr Jude* Scott County, Iowa, and 
Rock Island and Henry Counties, lit). 
Paxton. Ohio (Include? flrerne, Miami. 

Montgomery, and Preble r«.unties)... 
Decatur, III. (Includr.* Moron County)... 
Denver. Coin, (Includes Adam*. Arapa¬ 
hoe, Boulder, Denver, arid Jefferson 

Counties). . 

I>« Moinr*, Iowa (Include* Polk County). 
Detroit, Mich. (InMuriet Macomb, Oak¬ 
land. and Wayne Counties) 

Dubuque, Iowa_ 

Pnluth-Puperlor. Minn.-Wt* (Includes 
8L Louis County, XIinn , and I>ou*:1sj 
C ounty, Wk)_ 

Durham. N.C. (Badudm Durham and 

Orange Counties).... 

XI Paso, T«n. (Include* El Paw County) . 
Erie, Pa, (hududee Erie County).. 
Eugene. Oraj*. (Includes Lane County) 
Evansville. Ind -K\ (Include* Yander- 
Imrgh and Warwick Countho, lnd , and 

lli>ndFr«oti County. Kv.). .. 

Fall River-New Bedford Maas. (Include* 

Bristol County).. . 

Fotro- Moor lisad, N. Dak.-Miun. (In- 
eludes Cass County. N. Dak., and 

Clay County, Mina.). . 

Fayetteville. N.C. (Include* Cumberland 

County)- . . .... . 

Flint. Mich, (Include* Geneseo and 
Lapeer CountiM) 

Fori Lauderdale-Hollywood. Fla. (In* 

dudn Broward (VMintyi.. 

Fort Smith, Ark.-Okla. 'Includes Sebav 
tlan and Crawford Couutie*. Ark ., and 
IvCFlare and Sequoyah Crnmlte*. Ok In,». 
Fort Wayne, lnd. (liw^lude* Allen County). 
Fort Worth, Tet. i Includes Johnson and 
Tarrant 4'ountlea) 

Fresno, Calif. (Include* Fresno County)... 
Gadsden. Ala. (Includes Etowah 

County) . .... 

Gulrtsville, FU. (bKludet AlaclMia 

County)-... . 

Golvaston-Texas City, Tax. Unrludra 

Galveston County)... 

Quy-iltrotnoivl-Kut Chiratn, lnd. (in¬ 
cludes Lake and Porter Counties)__ 

Grand Rapids. Xllrh. (Includes Kent and 

Ottawa Count!**).... .. 

Gnat Fall*, Mont. (Includes Cascade 
County). 


11 HO 
1240 
1200 

12*0 

13J0 

1360 

1400 

l«4n 

USO 

1530 

INK) 

1000 


1640 

ION) 

1720 

1740 

1760 

1*00 

IMO 

1N«0 

1920 

I960 

2 noo 

2040 


2W0 

n| 

2160 

2200 


2210 

22*0 

2320 

2360 

9400 


3440 

24*0 

tB» 

2560 


‘2QN0 


2720 

2760 

2*00 

2040 

2880 

2000 

2020 

2960 

3000 

3040 


Greet* Bay, Wk (Include* Brown 

2 County).... _ . .. 

Green*! joro-II lg h Potikt-Wluston-Saloui, 

2 N.C. (Include.* Forxyth. (lultlofd. Ran¬ 
dolph. and Y.vlk!n CoutiUen)- 

1 Gtwnvllk*. B.C. (Indutlf* Greetirlllr ami 

Pickens CoubIm) .. . 

2 Uamllton-Middietowri, (i)do iliirltnle* 

2 Butler County)_ .. . 

llarridiurg. Pd. I Includes Cumberland, 

2 Dauphin, and Perry Counties). 

lliutikird-Ncw Brit Un llrl*Dil. t'oim. 

2 (Include* Ifartfmd and MhkiktH 

Count is*).. ... ... ... 

2 Honolulu. Ui«a<UI diahnle* Ihmolulu 

County)... 

2 Houston, Tex. (lm iudra Harris, ltrasoflte. 
Fort Bend, Uberiy and Xlnnlgoiueffy 

j Countie?).. 

Huntington-Ashland, W. Va.-Ky.-Of»lo 
dm hides Cob* II and Wayu* Counties, 
j W Va.. Boyd County, K>\,ai»d 1-ow- 
r R* Coosty, Ohio) 
iluntaviilr, Ala inrludra Madhuri and 

2 Umestone C'otintles.)_ .. - 

IinttanaixiU*. (nd. Unchjdm Marion, 
Hamilton. Hancock, Uiudiirk*, John- 
sooj Morgan, 8l*e|by,and ROOM Coun- 

2 Jackson, Mich, dnchide* Jackson t *ounty>. 
Jacktnrt, ,\U« 3 . (Include* llind* and 

2 Rankin Counties).., . 

Jacksonville. Fla. * Include* Duval Coun- 
2 t> 

2 Jersey City, NJ. Unrlmh* llmlson 

County). . . 

2 Jn)in*towu. Pa 'includes Cambria and 
Somerset Countkst. . ... 

KaUmaroo, Mirlt. dnrfudra Kalamasoo 

2 County).. 

Kansas City, Mo.-Kans. dnrlu*lc« Clay, 

3 Jackson. Cass, nnd Platte Countira. 
Mo., and Johnson and Wyandotte 

2 Court tire. Karui.) _ 

Knmsha. WIs. dnciudfa Krnosba (*oun> 

IF) 

j Knmvtlk, Term, tlnclud** Abdenon. 
Blount, and Knox CoutdksI 
La Crosse. Wi*. (includes La Ctmm 

2 County). .. 

Lslsycttr. La. (include* Lafayette Par- 

- Wd_ 

; Lafayette-Went Lafayrtu. lnd. ilnrhid** 

* Tl|»pecttnoe County)... - 

Lake Chnrltw, La. dnrludrs Calroslni 

ParUh • ... . 

3 Lancaster. Pa. •'includes Lancaster Coun- 

J ty).. . 

Londiur. Mich, dnrIndex CUntrMi, Eaton, 
3 and Ingham Counties). 

1 Laredo. Tex. (Include* W ebb t*ounty)_ 

Las Wyn Ncv. (Includes Clark County). 
Lawrence-H averhlll. Mass.-N.H. (In- 

2 elude* MrrrlntrM’k. and Rocklngliam 
CountiM, N iland Essex County, 

a Mw). 

2 Lawton, Ok la. (tiuhide> Comanche 

j County)..... 

LrorUlon-AtilKirn, Maine (Includes 
2 Androw'oggm C'ounty> ..... 

l^-xliigton, Ky. (Im ludco Fuystt* 

County). . 

2 Lima, Ohio (hwludcx AIUm* , Putnam, and 
Vos* Wert Counties).. 

* IJiK-ohi. Nebr. (Include* Laucasier 

County).. . 

- Utile Rock-North Little Rork. Ark. 

* (Include* Pulittkl and Kaline Counties) . 

, Lorain-Elyria. Ohio (inrhide* Lorain 

* County)... . 

* Dm Angeles-l^ng Beach, ('all/. (Inc)udoA 

- Lo* Angeles County) - 

_ Louisville. Ky.-Iud. (Imdudes Jefferson 
5 < <*untv, Ky.. and ( Urk and Fln>d 

Countle*. lnd *. .. 

Lubbock. Tex. (Include* Luhbork 

1 Countyi , . 

2 Lynrhiiurg. Vo. dnrlude« Lynchburir 

City and Amherat and Campbell 

2 Countle*) ... 

3 Miwron, Oa. (Iru lndrv Bibb and 1 !ou*Um* 

Countie*)_ ... ... 

t MadWw. W b. (Includes Dam* County) 
MunchrUer. N IL (includiei lllUaboro 

2 County). ...... 

MertsAeUL Ohio dn.lijtlcn Kkdtland 

2 County).. . 

M< AUen-Pharr-Kdifihurg, Tex. ilticlutW 

2 Hidalgo County).. . . 

Memphis, Tenn.-Ark. (ineludr* Slndhy 
2 County, Trim., and Crittenden 

County, Ark.).. 

1 Mcikh’fj. Conn... . 


3VJ0 

3160 

3300 

334*1 

3>0 
33)0 


3300 

34110 

344(1 


344) 

3530 

3560 

3600 

3640 

364) 

37J0 

3760 

3800 

>40 

X7V1 

38N) 

»x 

4000 

4040 
404) 
41 JO 

4160 

4200 

4240 

6290 

4320 

4360 

4400 

4440 

44N) 

4520 

4660 

4640 

46*0 

4720 

4760 

4800 

48N> 

WX 

4t*» 


3 

J 

2 

2 

1 

2 

3 


3 


2 

2 

1 
3 

2 
I 


2 

J 

2 

2 

1 

3 


1 

1 

3 


2 

2 

I 

9 


3 


2 


2 

3 

3 


1 

2 
f 

1 

3 

1 
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HMSA 


Butte* Haim 
tlcnl Urri- 
ockSa tory 


Mhml. Fla. (Includes Dade County). 

Midland. T«x. itnduda* Mid lan d 

County).... 

Milwaukee. Win. (Include* Milwaukee, 
Waukesha, Oaaukee, and Washington 

Counties).—. 

MiiuuwpoiU-St, Paul. Minn, (Includes 
Anoka, Dakota. Hennepin. Ramsey, 

and Washington Count »**>. 

Mobile. Ala tlnrltnlrs Mobile and 

HiMvIo OobhUm)... 

Mode* to. Calif, i Includes Stantibus 

County).. . 

Monroe. La. (Include* ihiarblt* Pariah).. 
Montgomery. Ala (tnrhnlr* Klraore and 

Montgomery Count!*#) . 

Munrte. Ind. (lncludt* Delaware County). 
Muskegon-Muskegon Heights. Mich. 

(Include Muakrgon County). . - — 

Nashville. Trnn. (Include* Davidson, 

Sumner. and Wilaou Cnuntha) . 

Newark. N.J. (Include* Kan. M»rrt*. 

and Union Counties). 

New Haven-Woterbuiv. Coon Muclude* 

New Haven County) .. . 

New Ixmdon-Grotoo-Norwirti, Conn. 

(include* New London County) ...- 

New Or lean*. La. (Include* Jeffemm. 
Orleans. 8t. Bernard, and 84. Tammany 
EWKMI 0 

Newport Newa-Hampion, Va. (Include* 
Newport New* and Hampton Cltle* 
and York Count] 

Nrw Yoek. N. Y. (Include* Bronx. King*. 
New York, Queen*. Richmond. 
Nassau, Rockland. Suffolk. and Wmt- 

cheater Count ka}... 

Norfolk }'« rUmouih. Va. »lncliuii* Nor¬ 
folk, Cbmpoake, Port sm outh. and 

Virginia Reach Cuba).... 

Odessa, Tat. (tnclode* Ector County) - 
Ogden. Utah (Include* Wel»er County). 
Oklahoma City, Okla. (Include* Cana- 
dlan. Clevebuvd. and Oklahoma Cram- 

tire) ........ 

Omaha. Nobr.-Inwa (Include-* Douirta* 
and Sarny CountU*. Nebr., and Potta¬ 
wattamie County. Vowa). . 

Orlando, Kb, (Include* Orange and Send- 

note Counite**. .. 

Owensboro. Ky. (Include Davie* Coun¬ 
ty)... 

Oinurd-Yentura, Calif. (Include* Vanturm 

County)....-— 

Pntewm-Clifton-Pa«*«lc. NJ. (Includes 

Bergen and Passaic Counties). 

Pensacola, Kb. (toehidos Escambia and 

8anta Koaa Counties).. 

Peoria, HI. (Include* Peoria, Taswcll. and 

Woodford Count!**).. . _ _ 

Petersburg, Colonial Heights. Va- On 
dude* Petersburg, Colonial Heights, 
and Hopewell Cltle* au<l Prince Gaotg r 

and Dinwiddle Counties),. 

Philadelphia. Po.-NJ (Inriuden Ruck*. 
Cite*lor. Delaware, Montgomery, and 
Philadelphia Counties. Pa., and Bur 
Ungton. t am den. and Olouce*ter Coan- 

tbs. NJ.). 

Phoenix, Art*. (tnrlude* Maricopa Coun¬ 
ty). 

Pine Bind, Ark. (InrlndCH Jaf!*r*on 

Pittsburgh. Pa. (Include* AlWbeny. 
Beaver, Washington. and WeatnioreUnd 

Count!**).. . 

Pittsfield. M*n (Include* Berkshire 

County).... 

Portland, Maine (lodudo* Cumberland 

County). 

Portland. Orev*-Wash (Include* Clarka- 
me*. Multnomah, nnd Wwddn*t<m 
Counties, Ore?., ami Clark County, 

Wash.). ... 

Pmvldenre-Pawlui’ket-War w lok. R-L 

dnchido* entire Sutr) . - 

Pruvo-Orem, Utah (Include* Utah 

I "tin*) ' . 

Pueblo, Colo, Mnrludo* Pueblo County).. 
It* Inc, Wts. (include* Kaclne County)... 
Raleigh, N.C. (Inrlntles Woke County)... 

Reading. Pa. (Include* Berk* County)- 

Reno. Nov. (Include* Wa*l>oe County)- 

lUrhmond, Va. (Include* Richmond City 
and Chesterfield, llenrfco. and llanover 

Conn tiro)...... 

Roanoke, Va. (inrludo* Roanoke City 

and Roanoke County). 

Hoc her. ter, Minn. (Include* Olmsted 

County).. 

Rochester, N.Y. (includes Monroe, Liv¬ 
ingston. Orleans, and Wayne Coun tbs).. 
Rockford, Ht. (Include! Winnebago and 

Boon# Coun tbs). 

Eacrrmcnio, Calif. (Inrlode* Sacramento, 
Placer, and Yolo Coun tie*). 


MOO 

3040 

MHO 

M20 

tun 

5170 

5340 

■m 

BOO 

5980 

MMO 

MSQ 

KUO 


MOO 


11720 

MUX) 

5840 


6880 

turn 

MO 


_. 6120 

«uo 

tm 
0200 
0340 


fiMSA 


Slatkv Kate 
liml torri- 
code tory 


8 a* In aw, Mich. (Inchultm Bartnnw 

CooaljrJ.-.... 

St. Joseph, Mo. (include* Buchanan 

County)...... 

8 t. Louie. Mo - 111 . (tnrlndes St UmlaCtty 
and JcfTonon. 8 L Char lea. (ft. Louis, 
and Franklin Coanthw. Mo., and Modi. 

•on and (ft. Clair Count**, ITU. 

Salem. Oraf. (include* Marion and Polk 

Counties).... 

fblhiM,Monterey, Calif. (Include* Man- 

kny Oooftly) .. 

Balt Lake City, Utah (Includes Halt Lake 
and Davfc Comities) 

A*n Angelo. T>t (tuclmle* Tow Grom 

Countyl.... 

Ban Anwnlo. TV*, inrlude* Briar and 

GtntUliue('oantiesi . ........ ... 

bn Bern*rdino-Hiver*lde-On»arlo, Calif. 

H nr hides RteerUdr and Ban Bamardtno 

Counties) . . . 

San Dbco. Calif. (Include* Ban DWwo 

County). . 

Bon Frunohwo-Oakbnd. Calif, ilnrturtr* 
Alameda, Contra C-oeto. Marin, fbn 

Franetero and Ban Macao Count)**)_ 

Ban Jo**, CaJtf. (Indcnle* Santa CUm 

Ownty) .... 

Santa Barbara. CoIlL (Includes Santa 
Barlwrn Cmnty' 

Santa Rose. Calif. (Include* Sonoma 

Comity) . 

Savannah . Go. (Include* Chatham 

County)... ... - 

Scmnton. Pa Ctnetude* Lackawanna 

County) . 

Beattb-Kvrrett. Wash (Include* KVn* 

and Snohomtah Cmmtba).. 

Sherman-Denbon. Trs dnrhidea Oray- 
son County) 

Shreveport, La. 


hrvveiKtft, La. (tndudw Bossier end 

Caddo Parish**)...*. 

Slow* City. lowa-Nshr. (Includes Wood 
lory County. Iowa, and Dakota 

County. Nebr.). .. 

Bleu* PalK ft. |>ek. (tnctada* Mlnno- 

hi ha ('minty). . - 

South Bond, 1ml. (Include* Ht. Joseph 

and Ma«haR CnontbM . 

flpf»knfve. Winh. (Itadiides Spokane 

Cminty).. 

8jvtmrfirld, RL (Inrluda* Sangamon 

County)__.... 

SpHaghald. Mo. (lochidea Green* 

OmM 

Springfield, Ohio Qnrloda* Cbrk 

■ 

Sprlngfleld-Clitconia Holyoke. Man, (In¬ 
clude* Hampden and Hampshire 
Counties, Mass., and Tolland County 

Onn.). 

Steu)>envllle-We4rton. Oliio-W. Va. (In¬ 
cludes Jadanon County, Ohio, and 
Brooke and Hancock Counties. W. Va.). 


7040 

7DB0 

mo 

7100 

7200 

TM0 

72W 

7330 

7380 
7400 
7480 
7500 
7830 
7 VO 
7000 
7*40 
7040 

7720 

7700 

7800 

7840 

7880 

7100 

TOCO 

*000 


8MSA 


Stall*. Kate 
tiral tend- 
code tory 


SUvkton, Calif. (Included Son Joaquin 

County)..... *120 3 

Syracuse, N.Y. (Includes Madison, 

Onondaga, and Oswego Cmmtlaa). *180 3 

Tacoma. Wash, (include* Plane County).. WOO 2 

Talluliawe. Fb (Includes [.eonCounty).. W40 2 

Toiuna-St. Petersburg. Kb. tlnrhida* 
llllulwtrough and PkmdlM Countba). . 

Terre Ihuite, Ind itnrtude* Vigo, Clay, 

SuUIvan. and VermllUim Counties) .... 

Tetarkaiut. T*i.-Ark. (Inrlodes Bowb 
County. To*., and klllbr County. 

Ark 

Toledo. Ohio-MirJ» itDrUid*» Lu<«!« and 
Wood Count lee, Ohio, and Monroe 

County. Mfch.)... 

Topeka, Kona. (Includes rthawnee 

County). .. 

Tran ton. N.J. (Include* Mercer County).. 

Tuitsoo, A lit. (Include! Pima County)... 

TuLia. Okie. (Inrludw Creak, Olage. and 

Tul?** Countbs).. — 

Tuvoloovt, Ab (Include* Tuvakxm 

County).-. MOO 

Tyler. Te«. (Iiu-luileeSmith County)..... SM0 
UUra-Ko«na. N.Y. (Include* Hrrkirm«r 

and OiH’Wa Coun tbs)... .. »*0 

Vallejo-Napa. Calif, tlnrluda* Aolano and 

N a pa Countba). *720 

VlneliMid-MliUUb-Brkkaton. NJ. (In¬ 
cludes Cumberland County). *780 

Waco. T«i. (In clude* Mcl.erman County). 6000 
Waterbury. Conn, (inrlode* LltchAod 

County)._ . - 8880 

Washington, DC-Md-Va. (tncludea 
DistrU t of Columbia. Monlgnmory ami 
Prtnrc tleorj cm Cnuntlw. Md., Alex¬ 
andria. Fnlrfa*. and Kolb Church 
Ctlba, and Arlimrtnri. Kulrfa*. Lou¬ 
doun. and PrinceWlllUm('ounUemVa.). $840 
Waterloo. Iowa (Imdudo* Black linwk 

County). 6f/30 

West Palm Bench, Fb. (Include* Palm 
Beach County) 8000 

Wheeling. W. Va.-Ohio tlncludaa Manlknll 
and Ohio Counties. W. Va., and Bel¬ 
mont County, Ohio). 0000 

WkhiU. Kan*. (Includes Sedgwick and 

Butler Cotintbe). 0040 

Wlrbltn Kail*, Te*. rtncludr* Archer and 

Wichita Counttes)_ - 0080 

Wllkv*-!larTtw||«x1eUm. Pa. (Inchidea 

Luum* County). 0120 

Wilmington. Drl.-NJ.-Md. (Includea 
New Castb County. Del.. Salem 
County. N J., nnd Cecil County, kid.).. OlflO 
Wilmington, N.C. (Includea New 

Hanover and Brunswick Count!**). 0300 

Worcester. Mai*. Onrfudr* Worcester 

County). 8240 

York. lb. Unclad* York nnd Adam* 

Count lea). #»> 

Youngstown Warren, Ohio (Inchidea 
Mahoning and Trumbull Counthu).-... 0320 


6260 

4330 

*800 

$400 


8440 2 

MAO 2 

8&M 2 

MOO 2 


Rxttxo o? Reuawok* of Static Tkekitorics (Kxa.r*ivg or SMSAb) 


State Stntbtlrol Rata Countba and Independent rltlp* which arc In BMfiA’* lbtud above 

code territory (nee SMS A llat for rate territory) 


IU80 

2 

Alabama... 

401 

1 

8330 

1 

Alaska.. 

002 

2 

Arinina . 

cro 

2 

0400 

2 

Arkansas-.... 

tttt 

I 


California.. 

W 

2 

0440 

3 

Colnrvle. 

800 

2 

0480 

2 

Connecticut.. . 

100 

1 


Deb ware. 

310 

1 

0S30 

2 

Florida. 

Oil 

2 

«M)() 

c*oo 

2 

Georgia. 

413 

1 

0M0 

0^) 

2 

1 

Hawaii —...- 

913 

1 

crjo 

>2 

Idaho,.—. 

101 



Illl nod*.- 

031 

1 

0700 

2 

Indiana.. 

31* 

1 

0800 

2 




0830 

1 

Iowa... 

Kansas. 

719 

721 

1 

t 

0040 

2 

Kentucky.. 

4-1 

(£2 

1 

1 

0880 

2 

Main*... 

123 

1 



Maryland._ _ 

823 

1 

MO 

8 





Baldwin. Elmom. Etowgh. Jeff men, Ltmiwtone, Madfaoit, MotHb, 
Montgutnrrr. Ruaaetl, Shdby. TiwrMooWu Wulk*r. 

None. 

Crawbrd, CrlltawSeli. JrfTmon, MiUgr. Pulaski. Saltne, Sebaatlan. 
Abmoda, Contra Coala. Fresno, Kern, Los Angcb*, Morin. Monterey. 
Napa. Orange. Placer, Rivendde, Sacramento, San Bernardfrin. 
Han Diego, *bn Francbm, San Joaquin. £ati Mateo, Santa Barbara, 
Bari (a (‘tartL Solano, Sonoma, SUn|*bu*. Ventura, Yob. 

Adam*. Araiwlioe. Boulder. Denver, El Pa»o, Jeflrmon. Pueblo. 

All counties except Wfndham- 

NrW Castir. 

Alachua. Broward, Dade. Duval, F***ain»i4a. 11 llluborough, Leon, 
orange. palm Bench. PtorlUs, Santa Roaa. Seminole. 

Bibb. Chatham. ChottaJ»oocb»e. trbyton. Cobb. Do Kalb, Dougherty, 
Fuli<»n, Gwinnett. Ilountoo. Munmcee. Rii hmot.d, Walker. 
Uofkolulu. 

A-!. 


urn, Dtkjur, CMi*, v any , * * ih ni^jur, w *vyv* t 

Haiioock, Hendrlrk* Johnson, Lake. Madison. Marlon, Marahall, 
Morgan. Porter. St. Joseph, Slx-lby. Sullivan, Tlppecanoo, Vander- 

» VmnllUori, Vigo. Warrick. 

*wk, Dubu4iur. Linn. Polk. Pottawattamla, Scott, Woodbury. 
Butler. Kearny. Sedgwick, Shawnoe, Wyandotte, 

Boone, Boyd. Campbell, Darks*. llendcrKon, J*ffeno«L Kenton. 
Bomkr. Caddo. ( alei*«leu. East Baton Rouge. Jtfturton, LaJayotto, 
Or lean#. Ouachita. Ht. Bernard, St. Tammany. 

Androaoogsln, Cumberland 

Ann Arundel. Baltimoro (dty and county), Carroll. Cedi, Harford, 
Howard. Montgomery, Prince Oeorgea. 
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RULES AND REGULATIONS 


Btato 


Statistic*) Rato 
code territory 


Counties and Independent dttu vhleh are lfl 6M8A’i listed oboro 
(vre 8M8A Ibt for rate territory) 


MtfMCtlUMtt*. 12S 

Michigan. 526 

Minnesota-527 

Mississippi...420 

Missouri. TJ9 

Montana..K» 

Nebraska. 781 

Nevada.. 093 

New Hampshire. 183 

New Jersey. 2*4 

New Mexico_ m 

New York._. 038 

North Carolina.. 487 

North Dakota. 838 

Ohio. 5» 

_ Mt 

i KSSti^t:::::: JS 

Puerto Rleo. 027 

Rhode Island.. 014 

Sooth Carolina. 446 

South Dakota- M 

Tennessee.. 447 

Texas-- W9 

Utah.. m 

Vermont.... 150 

Virginia. 851 

Washington. 053 

West Virginia. 354 

Wisconsin. 566 

Wyoming... 0*6 


1 

1 

I 

1 

2 
1 

2 

2 

1 


Berkshire. Bristol. Easel. Hampden, Hampshire. Middlesex, Norfolk 
riymoutl “ ■ 


Onondaga, Oswego, 
neeiady, 


. _ith. Suffolk. Worceeter. 

Bay, Clinton. Eaton. OsnoMa. Ingham. Jackson, Kalamazoo. Kent, 
Lopeer, Macomb. Monroe. Muskegon, Oakland. Ottawa. Saginaw. 
Washtenaw. Wayne. 

Anoka, Cloy, Dakota. Umnepln, Olmsted. Ramsey. St. Louis. 
namsonfnSuls. Rankin. 

Boone. Burba nan. Caw, Clay, Franklin, Greene, Jackson. Jefferson, 
Plat to, St. Charles, Mt. Louis. Sc Louis City. 

Cascade. Yellowstone 
Dakota^Douglas, Lancaster. Sarpy. 

lfiSbuJJ.uriTMerrimack, Rockingham 

All counties eicept Capo May, Hunterdon, Middlesex, Monmouth. 

Ocean. Somerset, Sussex. 

Bernalillo- 
Albany. Bi 
Monroe, Nj 

Queens. Rc____ . . 

Suffolk, Tioga, Wayne. Westchester. 

Brunswlek. Iluncoratir, Cumberland. Dot ham. Forsyth, Guilford, 
Mecklenburg. Nrw IlanoVw, Orange, Randolph. Union, Woke, 
Yadkin 
Caaa 

Altoi, Belmont, Butler, Clark. Clermont. Cuyahoga, Delaware, Frank- 
tin. Geauga, Greene, Hamilton. Jefferson. Lake, Lawrence, U*un, 
Loras, M%honiiif. Medina. Miami, Montgomery. ITcksway. Portage. 
Preble. Putnam. Richland, Stark. Summit, Trumbull. Van Wert, 

Canadian, Cleveland, Comanche, Creek, Le Flore. OkfadiAtna. Osage. 

Clackamas. Lane, Marlon. Multnomah. Polk, Washington. 

Adam*. AiWheuy, Beaver. Berks. It loir. Bucks, Cambria. Cheater, 
Cumberland, Dauphin, Delaware, Erie. Urkaw anna, lauvcatUr. 
Lebiglt, Lessen*, Montgomery, Northampton, Perry, Philadelphia, 
Somerset, Susquehanna. Woshlugton. Westmoreland. York. 

Assign all to rate territory 2. 

All counties in BM&A'i. 

A Urn. Berkeley, Charleston, Green villc, Lexington, Pickens, Rich* 
Minnehaha. 

Anderson. Blount, Davplsotr. Hamilton, Knox. Shelby, Sumner, 
Wilson. 

I Archer. Bexar. Bowie, Brazoria. Bra**. Cameron, Collin, Dallas, 
Denton, Ector, Kills. El Paso. Fort Bend, Grayson. Guadahipr, 
11 arris, I lldalgo, Jefferson, Johnson. Jones, Kaufman, Kinney, Ubcr* 

S f t LubhocJr. Mclannan Midland. Montgomery, Nmc*e. Orange, 
otter. Randall, Rockwall, Bon Patrldo, Smith, Tanunl, Taylor, 
Tom Green, Travis. Webb, Wichita. 

1 Davis, Malt Lake, Utah, Weber. 

I Non*. 

1 Alexandria. Amherst. Arlington, Campbell, Chesapeake. Chesterfield, 

Dinwiddle, Fairfax (City and County). Falls Church, Hanover, 
Hampton, Henrico, Hope well, Loudouu, Lynchburg. Newport News, 
Norfolk. Petersburg, Portsmouth, Prince Georg*. Prtnos William, 
Richmond, lioanoko <dty and county). Virgin ~ * 

Colonial Heights. 

2 Clark, King, Plerv*. ___ 

1 Brooke, Cabell. Hancock, Kanawha, Marshall. Ohio. Wayne. 

I Brown, Calumet. Dane, Douglas. Kenosha, La Crosse^ Milwaukee, 

Ocaukrr. Racine. Washington, Boukesh*. Outagamie, wlBItOWjn 
2 Nona. 


flnia Beach, York, 


|FTl Doc .71-18535 Piled 12-21^71 ;8:4S am) 
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